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tqca
Switzerland

Tele 41 52 633 02 44

Fax 41 52633 02 99

Januaiy 22 2010

Dear Shareholder

You are cordially invited to attend the 2010 Annual General Meeting of

Shareholders of Tyco International Ltd which will be held on March 10 2010 at

300 p.m Central European Time at the Park Hyatt Zurich Beethoven-Strasse 21

8002 Zurich Switzerland 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 extend our

appreciation for your continued support

Yours sincerely

Edward Breen

Chairman and Chief Executive Officer

Tyco International Ltd

Freier Platz 10 CH-8200 Schafihausen Switzerland

2010 Proxy Statement



TYCO INTERNATIONAL LTD

NOTICE OF 2010 ANNUAL GENERAL MEETING OF SHAREHOLDERS
TO BE HELD MARCH 10 2010

NOTICE IS HEREBY GIVEN that the 2010 Annual General Meeting of Shareholders of Tyco

International Ltd will be held on March 10 2010 at 300 p.m Central European Time at the Park

Hyatt Zurich Beethoven-Strasse 21 8002 Zurich Switzerland for the following purposes

To approve the annual report the parent company financial statements of Tyco

International Ltd and the consolidated financial statements for the fiscal year ended

September 25 2009

To discharge the Board of Directors from liability for the financial year ended September 25
2009

To elect the Board of Directors

To elect auditors as follows

4.a to elect Deloitte AG Zurich as statutory auditors until our next annual general meeting

4.b to ratify appointment of Deloitte Touche LLP as independent registered public

accounting firm for purposes of United States securities law reporting for the year ending

September 24 2010

4.c to elect PricewaterhouseCoopers AG Zurich as special auditors until our next annual

general meeting

To approve the following

5.a the allocation of fiscal year 2009 results and

5.b the payment of dividend in the form of capital reduction such payment to be made in

four quarterly installments at such times during the period through the next annual

general meeting as shall be determined by the Board of Directors

Approval of an Amendment to our Articles of Association to provide for plurality voting in

the event that the number of candidates that are nominated for election exceeds the number
of positions available and

To consider and act on such other business as may properly come before the meeting or any

adjournment thereof

This Notice of Annual General Meeting and Proxy Statement and the enclosed proxy card are first

being sent on or about January 22 2010 to each holder of record of Tyco common shares at the close

of business on January 11 2010 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

Judith Reinsdorf

Executive Vice President and General Counsel

January 22 2010

2010 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 receive this Proxy Statement

Tyco has sent this Notice of Annual General Meeting and Proxy Statement together with the

enclosed proxy card or voting instruction card because Tycos Board of Directors is soliciting your

proxy to vote at the Annual General Meeting on March 10 2010 This Proxy Statement contains

information about the items being voted on at the Annual General Meeting and important information

about Tyco Tycos 2009 Annual Report to Shareholders which includes 1icos parent company

financial statements and consolidated financial statements for the fiscal year ended September 25 2009

the Annual Report is enclosed with these materials

Tyco has sent these materials to each person who is registered as holder of its common shares in

its register of shareholders such owners arc often referred to as holders of record or registered

shareholders as of the close of business on January 11 2010 the record date for the Annual General

Meeting Any Tyco shareholder as of the record date who does not receive copy of this Notice of

Annual General Meeting and Proxy Statement together with the enclosed proxy card or voting

instruction card and the Annual Report may obtain copy at the Annual General Meeting or by

contacting Tyco at 41 52 633 02 44

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 11 2010 forward these

materials together with 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 Tycos 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

Who is entitled to vote

January 11 2010 is the record date for the Annual General Meeting On January 11 2010 there

were 475105308 common shares outstanding and entitled to vote at the Annual General Meeting

Shareholders registered in our share register with voting rights at the close of business on January 11

2010 are entitled to vote at the Annual General Meeting except as provided below shareholder who

purchases shares from registered holder after January 11 2010 but before March 2010 and who

wishes to vote his or her shares at the Annual General Meeting must ask to be registered as

shareholder with respect to such shares in our share register prior to March 2010 and ii obtain

proxy from the registered voting rights record holder of those shares as of the record date If you are

record holder of our common shares as opposed to beneficial shareholder on the record date but

sell your shares prior to the Annual General Meeting you will not be entitled to vote those shares at

the Annual General Meeting

In March 2009 Tyco changed its jurisdiction of incorporation from Bermuda to Switzerland As

described in our January 21 2009 proxy statement prospectus you should exchange any certificates

representing our common shares you own that were issued while we were Bermuda company for

book-entry shares recorded electronically in our share register and simultaneously elect to be enrolled

as shareholder with voting rights While you will continue to be entitled to dividends preemptive
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rights and liquidation proceeds even if you do not submit your certificates you may not be able to

exercise any voting rights prove your ownership interest in the Company transfer your shares or

exercise other shareholder rights until you submit your certificates and are registered as shareholder

entitled to voting rights Please contact our transfer agent BNY Mellon Shareowner Services at

800-685-4509 to obtain the appropriate forms to surrender your old certificates Beneficial holders of

shares held in street name are not required to take any action in this regard

How many votes do have

Every holder of 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 Annual General Meeting However if you own Controlled Shares representing

voting power of 15% or more your ability to vote shares exceeding 15% of the voting power is limited

Controlled Shares is defined in Article of our Articles of Association and generally refers to shares

held directly indirectly formally constructively or beneficially by any individual or entity or any

individuals or entities acting together as group subject to certain limitations

What is the difference between holding shares as shareholder of record and as beneficial owner

Most of our shareholders hold their shares through stockbroker bank or other nominee rather

than directly in their own name As summarized below there are some differences between shares held

of record and those owned beneficially

Shareholder of Record

If your shares are registered directly in your name as registered shares entitled to voting rights in

our share register operated by our transfer agent BNY Mellon Shareowner Services you are

considered with respect to those shares the shareholder of record and these proxy materials are being

sent to you directly by us As the shareholder of record you have the right to grant your voting proxy

directly to the Company olTicers named in the proxy card or to the independent proxy see How Do

Appoint and Vote via an Independent Proxy below named in the proxy card or to grant written

proxy to any person who does not need to be shareholder or to vote in person at the Annual

General Meeting We have enclosed proxy card for you to use in which you can elect to appoint

Company officers or the independent proxy as-your proxy

Beneficial Owner

If your shares are held in stock brokerage account or by bank or other nominee you are

considered the beneficial owner of shares held in street name and these proxy materials are being

forwarded to you by your broker bank or other nominee who is considered with respect to those

shares the shareholder of record As the beneficial owner you have the right to direct your broker

bank or other nominee on how to vote your shares and are also invited to attend the Annual General

Meeting However since you are not the shareholder of record you may only vote these shares in

person at the Annual General Meeting if you follow the instructions described below under the heading

How do attend the Annual General Meeting and How do vote Your broker bank or other

nominee has enclosed voting instruction card for you to use in directing your broker bank or other

nominee as to how to vote your shares which may contain instructions for voting by telephone or

electronically

How do vote

You can vote in the following ways
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By Mail If you are holder of record you can vote by marking dating and signing the

appropriate proxy card and returning it by mail in the enclosed postage-paid envelope If you

beneficially own your common shares you can vote by following the instructions on your voting

instruction card

By Internet or Telephone you can vote over the Internet at wwwproxyvote.com by following the

instructions on the proxy card voting instruction card or in the Notice of internet availability of

proxy materials previously sent to you You can vote using touchtone telephone by calling

1-800-690-6903

At the Annual General Meeting If you are planning to attend the Annual General Meeting and

wish to vote your common shares in person we will give you ballot at the meeting

Shareholders who own their common shares in street name are not able to vote at the Annual

General Meeting unless they have 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 Telephone and Internet voting facilities

for stockholders will be available 24 hours day and will close at 1159 p.m EST on March 2010

How do vote by proxy given to company officer

If you properly fill in your proxy card appointing an officer of the Company as your proxy and

send it to us in time to vote your proxy meaning one of the individuals named on your proxy card will

vote your shares as you have directed If you sign the proxy card but do not make specific choices your

proxy will vote your shares as recommended by the Board FOR each of the agenda items listed

above Alternatively you can grant proxy to the independent proxy as described below

If new agenda item or new motion or proposal for an existing agenda item is presented to the

Annual General Meeting the Company officer acting as your proxy will vote in accordance with the

recommendation of our Board of Directors At the time we began printing this proxy statement we

knew of no matters that needed to be acted on at the Annual General Meeting other than those

discussed in this proxy statement

Whether or not you plan to attend the Annual General Meeting we urge you to submit your

proxy Returning the proxy card will not affect your right to attend the Annual General Meeting You

must return your proxy cards by the times and dates set forth below under Returning Your Proxy

Card in order for your vote to be counted

How do appoint and vote via an independent proxy

If you are shareholder of record as of the record date you may authorize the independent proxy

Dr Harald Maag Attorney-at-Law Forchstrasse 452 P.O Box 1432 CH-8032 Zurich with full rights

of substitution to vote your common shares on your behalf by checking the appropriate box on the

enclosed proxy card If you authorize the independent proxy to vote your shares without giving

instructions your shares will be voted in accordance with the recommendations of the Board of

Directors with regard to the items listed in the notice of meeting

If new agenda items other than those in the notice of meeting or new proposals or motions with

respect to those agenda items set forth in the notice of meeting are being put forth before the Annual

General Meeting the independent proxy will in the absence of other specific instructions vote in

accordance with the recommendations of the Board of Directors

Whether or not you plan to attend the Annual General Meeting we urge you to submit your

proxy Returning the proxy card will not affect your right to attend the Annual General Meeting You

must return your proxy cards by the times and dates set forth below under Returning Your Proxy

Card in order for your vote to be counted
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How do attend the Annual General Meeting

All shareholders are invited to attend and vote at the Annual General Meeting For admission to

the Annual General Meeting shareholders of record should bring the admission ticket attached to the

enclosed proxy card to the Registered Shareholders check-in area and form of photo identification

where their ownership will be verified Those who beneficially own shares 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 1rco common shares as of January 11 2010

along with form of photo identification Registration will begin at 200 p.m Central European Time
and the Annual General Meeting will begin at 300 p.m Central European Time

What 411 return my proxy or voting instruction card but do not mark it to show how lam voting

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 voting 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 through six and with respect to any
other matter which may properly come before the Annual General Meeting and any adjournment or

postponement thereof in accordance with the recommendation of the Board of Directors

May change or revoke my vote after return my proxy or voting instruction card

You may change your vote before it is exercised by

Notifying our Secretary in writing before the Annual General Meeting that you are revoking

your proxy or if you beneficially own your common shares follow the instructions on the voting

instruction card

Submitting another proxy card or voting instruction card if you beneficially own your common
shares with later date

If you are holder of record or beneficial owner with proxy from the holder of record

voting in person at the Annual General Meeting or

If you voted by telephone or the Internet submitting subsequent voting instructions through the

telephone or Internet

If you have granted your proxy to the independent proxy and wish to revoke or change the proxy

you should send revoØation letter and new proxy if applicable directly tà the independent proxy
Dr Harald Maag Attorney-at-Law Forchstrasse 452 P0 Box 1432 CH-8032 Zurich or by fax at

41 44 396 91 92

What does it mean 411 receive more than one proxy or voting instruction card

It means you have multiple accounts at the transfer agent and/or with banks and stockbrokers

Please vote all of your common shares Beneficial owners sharing an address who are receiving multiple

copies of the proxy materials and Annual Report will need to contact their broker bank or other

nominee to request that only single 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

Tycos common shares your broker bank or other nominee may deliver only one copy of the Proxy
Statement and Annual Report 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 separate copy of the Proxy Statement and Annual Report to shareholder at

shared address to which single copy of the documents was delivered Shareholders who wish to

receive separate written copy of the Proxy Statement and Annual Report now or in the future
should submit their

request to Tyco by telephone at 41 52 633 02 44 or by submitting written

request to Tyco Shareholder Services Tyco International Ltd Freier Platz 10 CH-8200 Schaffhausen

Switzerland
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What proposals are being presented at the Annual General Meeting and what vote is required to approve each

proposal

Tyco intends to present proposals numbered one through six for shareholder consideration and

voting at the Annual General Meeting These proposals are for

Approval of the Annual Report including Tycbs financial statements

The approval of each of the annual report parent company financial statements of Tyco

International Ltd and consolidated financial statements for the year ended September 25 2009

requires
the affirmative vote of majority of the votes present in person or by proxy at the

Annual General Meeting

Discharge of the Board of Directors from liability for the fmancial year ended September 25 2009

The discharge of the Board of Directors requires the affirmative vote of majority of the votes

present in person or by proxy at the Annual General Meeting not counting the votes of any

member of the Companys Board of Directors or any executive officer of the Company or any

votes represented by the Company

Election of the Board of Directors

The election of each director nominee requires the affirmative vote of majority of the votes

present in person or by proxy at the Annual General Meeting

Election and ratification of auditors

Each of the election of Deloitte AG Zurich as our statutory auditor the ratification of the

appointment of Deloitte Touche LLP as our independent registered public accounting firm and

the election of PricewaterhouseCoopers AG Zurich as our special auditing firm requres the

affirmative vote of majority of the votes present in person or by proxy at the Annual Oeneral

Meeting

Approval of the allocation of fiscal
year

2009 results and payment of dividend in the form of

capital reduction

The approval of the allocation of fiscal year 2009 results and the payment of dividend in the

form of capital reduction with such payment to be made in four quarterly installments at times

determined by our Board of Directors requires the affirmative vote of majority of the votes

present in person or by proxy at the Annual General Meeting

Approval of an Amendment to our Articles of Association to provide for plurality voting in the event

that the number of candidates that are nominated for election as directors exceeds the number of

positions available

The approval of this Amendment to our Articles of Association requires the affirmative vote of

majority of the votes present in person or by proxy at the Annual General Meeting

Other than matters incident to the conduct of the Annual General Meeting and those set forth in

this Proxy Statement Tyco does not know of any other 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 and such proxy holders will vote in accordance with the

recommendations of the Board of Directors

What constitutes quorum

Our Articles of Association provide that all resolutions and elections made at shareholders

meeting require the presence in person or by proxy of majority of all shares entitled to vote with

abstentions broker non-votes blank or invalid ballots regarded as present for purposes of establishing

the quorum
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What is the effect of broker novote.s and abstentions

broker non-vote occurs when broker holding shares for beneficial owner does not vote on

particular agenda item because the broker does not have discretionary voting power for that particular

item and has not received instructions from the beneficial owner Although brokers have discretionary

power to vote your shares with respect to routine matters they do not have discretionary power to

vote your shares on non-routine matters pursuant to New York Stock Exchange NYSE rules We
believe the following proposals will be considered non-routine under NYSE rules and therefore your
broker will not be able to vote your shares with respect to these proposals unless the broker receives

appropriate instructions from you Proposal No Election of Directors Proposal No Allocation

of Financial Results and Capital Reduction and Proposal No Approval of Amendment to Articles

of Association Because of change in NYSE rules we note that unlike at our previous annual

general meetings your broker will not be able to vote your shares with respect to the election of

directors if you have not provided instructions to your broker We strongly encourage you to submit

your proxy card and exercise your right to vote as shareholder

Common shares owned by shareholders electing to abstain from voting with respect to any agenda

item and broker non-votes will be regarded as present at the meeting and counted towards the

determination of the majority required to approve the agenda items submitted to the Annual General

Meeting Therefore abstentions and brokernon-votes will have the effect of an AGAINST vote on

such agenda items

How will voting on any other business be condncted

Othei than matters incidental 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 th Annual

Gei%eral 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 and such proxy holders will vote in accordance with the recommendations of

the Board of Directors

Who will count the votes

Broadridge Financial Solutions will act as the inspector of election and will tabulate the votes

Important notice regarding the availability of proxy materials for the shareholder meeting to be held on

March io 2010k

Our proxy statement for the 2010 Annual General Meeting foim of proxy card and 2009 Annual

Report are available at www.proxyvote.com

As permitted by Securities and Exchange Commission rules Tyco is making this Proxy Statement

and its Annual Repoh available to its stockholders electronically via the Internet On January 22 2009

we mailed to our stockholders Notice containing instructions on how to access thi proxy statement

and our Annual Report and vote online If you received Notice by mail you will not- receive

printed copy of the proxy materials in the mail Instead the Notice instructs you on how to access and

review all of the important information cOntained in the Proxy Statement and Annual Report The

Notice also instructs you on how you may submit your proxy over the Internet If you received Notice

by mail and would like to receive printed copy of our proxy materials you should follow the

instructions for requesting such materials contained on the Notice

Returning Your Proxy Card to the Company

Tyco shareholdeis should complete and return the proxy card as soon as possible In order to

assure that your proxy is received in time to be voted at the meeting the proxy card must be
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completed in accordance with the instructions on it and received at one of the addresses set forth

below by the times being local times and dates specified

Switzerland United States

By 500 p.m on March 2010 by hand or mail at By 500 p.m on March 2010 by mail at

Tyco International Ltd Tyco International Ltd

Freier Platz 10 do Broadridge

CH-8200 Schaffhausen Switzerland 51 Merôedes Way

Edgewood NY 11717

If your common shares are held in street name you should eturn your proxy card or voting

instruction card in accordance with the instructions onthat card oras provided by the bank brokerage

firm or other nominee who holds Tyco common shares on your behalf

Returning Your Proxy Card to the Independent Proxy

Tyco shareholders wishing to instruct the independent proxy should complete the proxy card as

soon as possible and check the appropriate box to appoint the independent proxy In order to assure

that your proxy is received in time to be voted at the meeting by the independent proxy the proxy card

must be completed in accordance with the instructions on it and received at the address set forth below

by the time being local time and date specified

By 1100 a.m on March 2010 by hand or mail at

Dr Harald Maag Attorney-at-Law Forchstrasse 452

P.O Box 1432 CH-8032 Zurich Switzerland

Fax 41 44 396 91 92

Organizational Matters Required by Swiss Law

Admission to the Annual General Meeting

Shareholders who are registered in the share register on January 11 2010 will receive the proxy

statement and proxy cards from us Beneficial owners of shares will receive an instruction form from

their broker bank nominee or custodian acting as shareholder of record to indicate how they wish

their shares to be voted Beneficial owners who wish to vote in person at the Annual General Meeting

are requested to obtain proxy executed in their favor from their broker bank nominee or other

custodian that authorizes you to vote the shares held by them on your behalf In addition you must

bring to the Annual General Meeting an account statement or letter from the broker bank or other

nominee indicating that you are the owner of the shares Shareholders of record registered in the share

register are entitled to vote and may participate in the Annual General Meeting Each share carries

one vote The exercise of the voting right is subject to the voting restrictions set out in our Articles of

Association summary of which is contained in How many votes do have For further

information refer to Who is entitled to vote What is the difference between holding shares as

shareholder of record and as beneficial owner How do vote by proxy given to company

officer How do appoint and vote via an independent proxy and How do attend the Annual

General Meeting

Shareholders who purchase our shares and upon application become registered as shareholders

with respect to such shares after January 11 2010 but on or before March 2010 and who wish to

vote those shares at the Annual General Meeting will need to obtain proxy executed in their favor

from the registered holder of those shares as of the record date to vote their shares in person at the

Annual General Meeting Shareholders registered in our share register as opposed to beneficial

shareholders who have sold their shares prior to the Annual General Meeting are not entitled to vote

those shares
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Granting of Proxy

If you are shareholder of record and do not wish to attend the Annual General Meetitig you

have the right to grant your voting proxy directly to the Company officers named in the proxy card

Alternatively you can appoint Dr Haraid Maag Attorney-at-Law Forchstrasse 452 P.O Box 1432

CH-8032 Zurich as independent proxy in accordance with Article 689c of the Swiss Code of

Obligations with full rights of substitution by checking the appropriate box on the enclosed proxy card

or grant written proxy to any other person which person does not need to be shareholder For

further information refer to How do vote by proxy given to company officer and How do

appoint and vote via an independent proxy

The proxies granted to the independent proxy must be received by the independent proxy no later

than March 2010 10O noon Central European time

Registered shareholders who have appointed Company officer or the independent proxy as proxy

may not vote in person at the meeting or send proxy of their choice to the meeting unless they revoke or

change their proxies Revocations must be received by the independent proxy no later than Marth 2010

1100 a.m Central European time Registered shareholders who have appointed Company officer as their

proxy may revoke their proxy at any time before the vote is taken at the Annual General Meeting However

written revocation must be received by the Secretaiy in sufficient time to permit the necessaty examination

and tabulation of the subsequent revocation Written revocations should be directed to the Secretary of the

Company at the same addresses listed above used for proxy submissions

With regard to the items listed on the agenda and without any explicit instructions to the contrary

the Company officer acting as proxy and the independent proxy will vote according to the

recommendations of the Board of Directors If new agenda items other than those on the agenda or

new proposals or motions regarding agenda items set out in the invitation to the Annual General

Meeting are being put forth before the meeting the Company officer acting as proxy will vote in

accordance with the recommendations of the Board of Directors as will the independent proxy in the

absence of other specific instructions

$enefiçal owners who have not obtained proxy executed in their favor from their broker custodian

or other nominee are not entitled to vote in person at or participate in the Annual General Meeting

For further information refer to What is the difference between holding shares as shareholder

of record and as beneficial owner

Proxy holders of deposited shares

Proxy holders of deposited shares in accordance with Article 689d of the Swiss Code of

Obligations are kindly asked to inform the Company of the number of the shares they represent as

soon as possible but no later than March 10 2010 200 p.m Central European time at the Registered

Shareholders check-in area

Tyco Annual Report

The Tyco International Ltd 2009 Annual Report containing the Cotnpanys audited consolidated

financial statements with accompanying notes and its audited Swiss statutory financial statements

prepared in accordance with Swiss law which include required Swiss disclosures is available on the

Companys web site in the Investor Relations Section at www.tyco.com Copies of this document may
be obtained without charge by contacting Tyco by phone at 41 52 633 02 44 Copies may also be

obtained without charge by contacting Investor Relations in writing or may be physicaliy inspected at

the offices of Tyco International Ltd Freier Platz 10 CH-8200 Schaffhausen Switzerland
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PROPOSAL NUMBERONEAPPROVAL OF THE ANNUAL REPORT AND
flNANCIA STATEMENFS

The Companys Annual Report to Shareholders for the fiscal year
ended September 25 2009

which accompanies this Proxy Statement includes the parent company financial statements of Tyco

International Ltd which do not consolidate the results of operations for Tycos subsidiaries and the

Companys consolidated financial statements for the year ended September 25 2009 and contains the

reports of our statutory auditor tnd our independent registered public accounting firm as well as

information on the Companys business organization and strategy Copies of our 2009 Annual Report

and this proxy statemçnt are available on the Internet in the Investor Relations section of Tycos

website at www tyco corn

Deloitte AG Zurich as the Companys statutory auditor has issued an unqualified

recommendation to the Annual General Meeting that Tyco International Ltds parent company

financial statements be approved As the Company statutory auditor Deloitte AG Zurich has

expressed its opinion that the fiæanciâl statements for the period ended September 25 2009 comply

with Swiss law and the Companys Articles of Association

Deloitte AG Zurich has also issued recommendation to the Annual General Meeting that the

Companys consolidated financial statements be approved As the Companys statutory auditor Deloitte

AG Zurich has expressed its opinion that the consolidated financial statements present fairly in all

material respects the financial position of Tyco International Ltd the results of operations and the

cash flows in accordance with accounting principles generally accepted in the United States of America

US GAAP and comply with Swiss law

Representatives of Deloitte AG Zurich will attend the Annual General Meeting and will have an

opportunity to make statement if they wish They will also be available to answer questions at the

meeting

Under Swiss law our annual report parent company financial statements of Tyco

International Ltd and consolidated financial statements for the year ended September 25 2009 must

be submitted to shareholders for approval at each annual general meeting

The Board recommends that the shareholders vote FOR approval of the Companys annual report

parent company financial statements of Tyco International Ltd and consolidated financial statements

for the year ended September 25 2009
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PROPOSAL NUMBER TWODISCHARGE OF THE BOARD OF DIRECTORS FROM LIABILITY

FOR THE FINANCIAL YEAR ENDED SEPTEMBER 25 2009

The Board proposes that the members of the Board of Directors be discharged from liability for

the financial year ended September 25 2009

As is customary for Swiss corporations and in accordance with Article 698 subsection item of

the Swiss Code of Obligations shareholders are requested to discharge the members of the Board of

Directors from liability for their activities during the year ended September 25 2009 This discharge

excludes liability claims brought by the Company or shareholders against the members of the Board of

Directors for activities carried out during the year ended September 25 2009 relating to facts that have

not been disclosed to shareholders Registered shareholders that do not vote in favor of this agenda

item are not bound by the result for period ending six months after the vote

The Board recommends that the shareholders vote FOR the discharge of the members of the

Board of Directors from liability for activities during the year ended September 25 2009
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PROPOSAL NUMBER THREEELECTION OF DIRECTORS

Upon the recommendation of the Nominating and Governance Committee the Board has

nominated for election at the 2010 Annual General Meeting 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 ONeill and Stavropoulos and Messrs Breen

Donahue Duperreault Gordon Gupta Krol and Yost and the new nominee is Mr Michael Daniels

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 majority of the votes cast by the holders of common shares represented at the Annual General

Meeting in person or by proxy Shareholders are entitled to one vote per share for each of the

Directors to be elected 1co 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 2011 Annual General Meeting and

until their successors if any are elected and qualified The Nominating and Governance Committee

has not nominated Mr Jerome York current Board member for election at the 2010 Annual

General Meeting because Mr York has decided not to stand for election to another term on our

Board effective as of the end of his current term The Board wishes to thank Mr York for his

significant contributions to Tyco during his seven years of service on the Board

Current Directors Nominated for Re-Election

Edward BreenMr Breen age 53 has been our Chairman and Chief Executive Officer since

July 2002 Prior to joining Pyco Mr Breen was President and Chief Operating Officer of Motorola

from January 2002 to July 2002 Executive Vice President and President of Motorolas Networks Sector

from January 2001 to January 2002 Executive Vice President and President of Motorolas Broadband

Communications Sector from January 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 Instruments Broadband Networks Group Mr Breen also serves

as director of Comcast Corporation and is member of the Advisory Board of New Mountain

Capital LLC private equity firm

Timothy DonahueMr Donahue age 61 joined 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

ATT Wireless Services operations from 1991 to 1996 Prior to that he served as President for McCaw

Cellulars paging division in 1986 and was named McCaws President for the U.S central region
in

1989 He is also director of the Eastman Kodak Company Covidien Ltd where he is the lead

director and NVR Inc and non- executive chairman of the private company UCT Coatings Inc

Mr Donahue is graduate of John Carroll University with BA degree in English Literature

Brian DuperreaultMr Duperreault age 62 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

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 from 1973 and served in various senior executive

positions with MG and its affiliates from 1978 until September 1994 most recently as Executive Vice

President Foreign General Insurance and concurrently as Chairman and Chief Executive Officer of

American International Underwriters Inc AIU from April 1994 to September 1994

Mr Duperreault was President of AIU from 1991 to April 1994 and Chief Executive Officer of AIG
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affiliates in Japan and Korea from 1989 until 1991 Mv Duperreault serves as Chairman of the Centre

on Philanthropy Chairman of Bermuda Institute of Ocean Sciences and Chairman of the International

Insurance Society He is also member of the Board of Directors of the Insurance Information

Institute and the Board of Overseers of the School of Risk Management of St Johns University in

Bermuda

Bruce GordonMr Gordon age 63 joinedour Board in January 2003 From August 2005

through April 2007 Mr Gordon served as President and Chief Executive Officer of the NAACP Until

his retirement in December 2003 Mr Gordon was the President of Retail Markets at Verizon

Communications Inc provider of wireline and wireless communications Prior to the merger of Bell

Atlantic Corporation and GTE which formed Vetizon in July 2000 Mr Gordon fulfilled 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 director of CBS Corporation and

Northrup Grumman Corporation Mr Gordon is the Lead Director of our Board and the Chair of the

Nominating and Governance Committee

Rajiv GuptaMr Gupta age 64 joined our Board in March 2005 Mr Gupta served as

Chairman and Chief Executive Officer of Rohm and Haas Company worldwide producer of specialty

materials from 1999 to 2009 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 B.S degree in mechanical

engineering from the Indian Institute of Technology an M.S in operations research from Cornell

University and an M.B.A in finance from Drexel University Mr Gupta also is director of The

Vanguard Group and Hewlett-Packard Company and the private companies Dephi Automotive LLP
and Mile Pte Ltd. He is also trustee of The Conference Board and senior advisor of New
Mountain Capital LLC Mr Gupta is the Chair of the Companys Compensation and Human

Resources Committee

John KrolMr Krol age 73 joined our Board in August 2002 Mr Krol served as the

Chairman and Chief Executive Officer of E.I du Pont de Nemours Company where he spent his

entire career until his retirement in 1998 E.I du Pont de Nemours is global research and technology-

based company serving worldwide markets including food and nutrition health care agriculture

fashion and apparel home and construction electronics and transportation Mr Krol also serves as

director of ACE Limited and the private companies Delphi Automotive LLP where he is chairman of

the board Norvax Inc and Pacolet-Milliken and is on the Advisory Board of Bechtel Corporation

Mr Krol graduated from Tufts University where he received B.S and M.S in chemistry

Brendan ONeillDr ONeill age 61 joined our Board in March 2003 Dr ONeill was Chief

Executive Officer and director of Imperial Chemical Industries PLC ICI manufacturer of

specialty products and paints intil April 2003 Dr ONeill joined ICI in 1998 as its Chief Operating

Officer and Director and was promoted to Chief Executive Officer in 1999 Prior to Dr ONeills

career at ICI be held numerous positions at Guinness PLC including Chief Executive of Guinness

Brewing Worldwide Ltd Managing Director International Region of United Distillers and Director of

Financial ControL Dr ONeill also held positions at HSBC Holdings PLC BICC PLC and the Ford

Motor Company He has .an M.A from the University of Cambridge and Ph.D in chemistry from the

University of East Anglia and is Fellow of the Chartered Institute of Management Accountants

U.K. Dr ONeill is .a director of Endurance Specialty Holdings Ltd Informa plc and Towers Watson
Inc He chairs the Audit Committee of Informa plc

William StavropoulosDr Stavropoulos age 70 joined our Board in March 2007

Dr Stavropoulos was the Chairman President and Chief Executive Officer of Dow Chemical Company
where his career spanned 39 years until his retirement in 2006 While at Dow Dr Stavropoulos served
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in variety of positions in research marketing and general management Dr Stavropoulos graduated

from Fordham University with B.S in pharmaceutical chemistry and from the University of

Washington with Ph.D in medicinal chemistry Dr Stavropoulos serves as director of Chemical

Financial Corporation and Teradata Corporation is trustee to the Fidelity Group of Funds and the

Rollin Gerstacker Foundation on the advisory boards of Maersk Corporation and Metalmark

Capital LLC and is special advisor to Clayton Dubiher Rice Inc Dr Stavropoulos is also

President and Founder of the Michigan Baseball Foundation

Sandra WjnbergMs Wijnberg age 53 joined our Boardin March 2003 In March 2007

Ms Wijnberg was named Chief Administrative Officer of Aqtnline Holdmgs LLC From January 2000

to April 2006 Ms Wijnberg was the Senior Vice President and Chief Financial Officer at Marsh

McLennan Companies Inc professional services firm with insurance and reinsurance brokerage

consulting and investment management businesses Before joining Marsh McLennan Companies Inc

Ms Wijnberg served as Senior Vice President and Treasurer of Tricon Global Restaurants Inc and

held various positions at PepsiCo Inc Morgan Stanley Group Inc and American Express Company
Ms Wijnberg is graduate of the Un4vetsity of California Los Angeles and received an M.BA from

the University of Southern California Ms Wijrtherg is director of Futurity First Financial

Corporation

David YostMr Yost age 62 joined our Board in March 2009 Mr Yost has served as Director

and Chief Executive Officer of AmerisourceBergen comprehensive pharmaceutical services provider

from August 2001 to the present He was President of AmerisourceBergen from August 2001 to

October 2002 Chairman and Chief Executive Officer of AmeriSource Health Corporation from

December 2000 to August 2001 and President and Chief EØcutive Officer of AmeriSource from May
1997 to December 2000 Mr Yost also held variety of other positionswith AmeriSource Health

Corporation and itS predecessors from 1974 to 1997

New Director Nominated for Election

Michael DqnielsMr Daniels age 55 is the Senior Vice President of the Global Tectinology

Services group of International Business Machines Corporation business and IT services company
with operations in more than 160 countries around the world In his current role at IBM Mr Daniels

has worldwide responsibility for IBMs Global Ser4ces bÜsness operations in outsourcing services

integrated technology services maintenance and small and medium business services as well as for

IBM Global Financing Since joining IBM in 1976 Mr Daniels has held number of leadership

positions in sales marketing and services and was general manager of several sales and services

businesses including iBMs Sales and Distribution operations in the United States Canada and Latin

America its Global Services team in- the Asia Pacific region Product Support Services Availability

Services and Systems Solutions Mr Daniels is graduate of the Holy Crbss College in Massachusetts

with degree in political slence He is member of the board of directors of The Japan Society

nonprofit institution that promotes understanding and cooperation between the and Japan

The Board recommends that shareholders vote FOR the election of all 11 nominees for Director to

serve until the next Annual General Meeting
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PROPOSAL NUMBER FOURELECTION OF AUDITORS

Proposal 4.aAppointment of Statutory Auditors

Our shareholders must elect firm as statutory auditor The statutory auditors main task is to

audit our consolidated financil statements and parent company financial statements that are required

under Swiss law The Board has recommended that Deloitte AG Zurich General Guisan-Quai 38
8002 Zurich Switzerland be elected as our statutory

auditor for our consolidated financial statements

and the parent company financial statements of Tyco International Ltd

Representatives of Deloitte AG Zurich will attend the Annual General Meeting and will have an

opportunity to make statement if they wish They will also be available to answer questions at the

meeting

For independent auditor fee information and information on our pre approval policy of audit and

non-audit services see Proposal 4.b below Please also see the Audit Committee Report included in this

Proxy Statement for additional information about our statutory auditors

The Board recommends vote FOR the election of Deloitte AG Zurich as the Companys

statutory auditor until our next annual ordinary general meeting

Proposal 4.bAppointment of Independent Registered Public Accounting Firm

The Audit Committee of the Board of Directors recommends that shareholders ratify the

appointment of Deloitte Touche LLP United States Two World Financial Center New York NY
10281 1414 an affiliate of Deloitte AG Zurich as Tycos independent registered public accounting

firm for purposes of United States securities law reporting for the
year ending September 24 2010

The Audit Committee is responsible for the annual retention of our independent registered public

accounting firm subject to the affirmative vote of majority of the votes cast by shareholders at the

Annual General Meeting The Audit Committee is directly responsible in its capacity as committee

of the Board for the appointment compensation oversight and evaluation of performance of the work

of the external auditors The Audit Committee has recommended the ratification of Deloitte

Touche LLP as the Companys independent registered public accounting firm for purposes of United

States securities law reporting for the year ending September 24 2010

Representatives of Deloitte Touche LLP are expected to be at the Annual General Meeting and

they will be available to respond to appropriate questions

Audit and Non-Audit Fees

Aggregate fees for professional services rendered to Tyco by Deloitte AG Zurich and Deloitte

Touche LLP collectively Deloitte as of and for the fiscal years ended September 25 2009 and

September 26 2008 are set forth below The aggregate fees included in the Audit category are fees

billed for fiscal year 2008 and reasonably expected to be billed for fiscal year 2009 for the audit of

Tycos 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 categories are fees

billed in the fiscal years

Fiscal Year 2009 Fiscal Year 2008

in millions in millions

Audit Fees $35.2 $42.8

Audit-Related Fees 2.1 4.0

Tax Fees 16 7.5

Total $39

Audit Fees for the fiscal
years

ended September 25 2009 and September 26 2008 were for

professional services rendered for the integrated audits of our consolidated financial statements and
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internal ccmtrols over financial reporting quarterly reviews of the coadensod consolidated financial

statements included in Pycos Quarterly Reports on Form 10-0 statutory audits consents comfort

letters international filings and other assistance required to complete the year-end audit of the

consolidated financial statements

Audit-Related Fees as of the fiscal year ended September 25 2009 were primarily relatedto Thial

services for the divestiture of our Infrastructure Services business but also included services performed

for our change in dOmicile from Bermuda to Switzerland XBRL implementation and other required

filings Fees for the fiscal
year

ended September 26 2008 were primarily related to services performed

for divestitures of various businesses including our Infrastructure Services business

Tax Fees as of the fiscal years ended September 25 2009 and September 26 2008 were for tax

compliance services

None of the services described above was approved by the Audit Committee under the de minimus

exception provided by Rule 2-01cX7iC under Regulation S-X

Policy on Audit Committee Pre Approval of Audit and Permissible Non-Audit Services of Independent Auditors

In March 2004 the Audit Committee adopted pre approval policy that provides guidelines for

the audit audit-related tax and other permissible non-audit servces that may be provided by the

independent auditors The policy identifies the guiding principles that must be considered by the Audit

Committee in approving services to ensure that the auditórs independence is not impaired The policy

provides that the Corporate Controller will support the Audit Committee by providing list of

proposed services to the Committee monitoring the services and fees pre-aNoved by the omrnittee

providing periodic reports to the Audit Committee with
respect to pre-approyed 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 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 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 tie policy the Chair of the Audit Committee has been deleaed the authority

by the Committee to preapprove the engagement of the independent auditors when the entire

Committee is unable to do so The Chair must report all such pre-approvals to the Audit Committee at

the next Committee meeting

Please see the Audit Committee Report included in this proxy statement for additional information

about Deloitte Touche LLP

The Audit Committee and the Board recommend that shareholders vote FOR the ratification of

Deloitte Touche LLP as our Independent Registered Public Accounting Firm

Proposal 4.cAppointment of Special Auditors

Under Swiss law special reports by an auditor are required in connection with certain corporate

transactions including certain types of increases or decreases in share capital Because of the auditor

independence requirements under U.S Federal securities laws we do not believe Deloitte AG Zurich
can act as our special auditing firm with respect to certain

types
of capital changes

Our Board of Directors has recommended that the election of PricewaterhouseCoOpers AG
Zurich Birchstrasse 160 CH-8050 Zurich Switzerland as special auditing firm until our next annual

general meeting be submitted for consideration at the 2010 Annual General Meeting

The Board recommends that shareholders vote FOR the appointment of PricewaterhouseCoopers

AG Zurich as the Companys special auditing firm until our next annual general meeting
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PROPOSAL NUMBER FIVEALLOCATION OF FISCAL YEAR 2009 RESULTS AND APPROVAL

OF DiVIDEND IN THE FORM OF CAPiTAL REDUCTION

Proposal S.aAllocation of Fiscal Year 2009 Results

The Board of Directors proposes that the Companys loss in its
statutory accounts as shown below

be carried forward to fiscal year 2010 The following table shows the appropriation of loss in Swiss

francs and U.S dollars converted from Swiss francs as of September 25 2009 as proposed by the

Board

Swiss francs U.S dollars

in millions in millions

Net loss CHF 1025.5 998.8

Balance beginning of period 31815.7 30988.3

Balance carried forward CHF 32841.2 $31987.1

The Board of Directors proposes that the Companys loss of CHF 1025.5 million be carried

forward in accordance with the table above The dividend to be paid in the form of capital reduction

is proposed below as proposal Under Swiss law the allocation of the Company balance sheet

results is customarily submitted to shareholders for resolution at each annual general meeting

The Board recommends that the shareholders vote FOR carrying the fiscal year 2009 loss forward

Proposal 5.b..Approval of Dividend inthe Form of Capital Reduction

The Cothpany is seeking approval topay dividend in the form of capital reduction in an

amount equal to CHF 0.85 per share which as of January 11 2010 is the equivalent of $0.84 per

share Payment of the dividend will be made in four quarterly installments at such times through our

next annual general meeting as determined by our Board of Directors We expect these amounts to be

payable on the same schedule as quarterly payments on our shares were made in the preceding year

Based on these proposed reductions of capital we propose to change the par value of our shares with

respect to our conditional and authorized capital

The Board of Directors deems it advisable to pay dividend in the form of capital reduction as

outlined above with respect to all shares such dividend to be paid in four quarterly installments at such

times through oui next annual general meeting as shall be determined by the Board of Directors

Based on report by PricewaterhouseCoopers AG as state supervised auditing enterprise in accordance

with Article 732 paragraph of the Swiss Code of Obligations provided by the auditor who will be

present at the meeting our Board of Directors proposes that our shareholders voting in person or by

proxy at our Annual General Meeting approve the following dividend in the form of capital

reduction The proposed Swiss franc amount of the capital reduction may be adjusted based on the

CHF/USD exchnge ra4e in effect on March 2010 so that the amount of the capital reduction is at

least the Swiss franc equivalent of $0.84 on such date The adjusted amount will be announced prior to

the Annual General Meeting The Board of Directors proposes the following resolutions

The share capital of the Company in the aggregate amount of CHF 3642642767.60 shall be

reduced by the amount of CHF 407400835.85 to CHF 3235241931.75

The capital reduction shall be accomplished as follows

by reducing the par value per share from CHF 7.60 to CHF 6.75 in four steps i.e by

CHF 0.21 to CHF 7.39 in the third fiscal quarter 2010 from CHF 7.39 by CHF 0.21 to

CHF 7.18 in the fourth fiscal quarter 2010 from CHF 7.18 by CHF 0.21 to CHF 6.97 in

the first fiscal quarter 2011 and from CHF 6.97 by CHF 0.22 to CHF 6.75 in the second

fiscal quarter of 2011
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English version

Article Share Capital

The share capital of the Company amounts

to CHF 3541990796.391

3441338825.182 3340686853.97

3235241931.75 and is divided into

4792951011234 registered shares with

nominal value of CHF 7391 7.182

6.75 per share The share capital is

fully paid-in

Article Authorized Share Capital for General

Purposes

The Board of Directors is authorized to

increase the share capital on one or several

steps until 10 March 2012 by maximum

amount of Cl-IF 1770995394.501

1720669409.002 1670343423.50s

1617620962.50 by issuing maximum of

2396475501234 fully paid up Shares with

par value of CHF 7391 7.182 6.97s

6.75 each

Das Aktienkapital der Gesellschaft betrªgt

CHF 3541990796 391

3441338825.i82 3340686853.97

323524193L754 und ist eingeteilt in

4792951011234 Namenaktien im

NennwertvonCHF 7391 7.182

6.75 je Aktie Das Aktienkapital ist

vollständig liberiert

Artikel Genehmigtes Aktienkapital für

allgemeine Zwecke

Der Verwaltungsrat ist ermächtigt das

Aktienkapital in einem oder mehreren

Schritten bis zum 12 März 2011 im

Maximalbetrag von CHF 1770995394.501

1720669409.002 1670343423.50

1617620962.50 durch Ausgabe von

höchstens 239647550123X4 vollstªndig zu

liberierenden Namenaktien mit einem

Nennwert von CHF 7391/ 7.182

je Aktie zu erhöhen Eine

Kapitalerhöhung ist zulässig durch

Festübernahme durch em Finanzinstitut

eine Gruppe von Finanzinstituten oder

andere Drittparteien gefolgt von einem

Angebot an die zu diesem Zeitpunkt

existierenden Aktionªre sowie ii in

Teilbeträgen

by repayment of the respective partial reduction amounts of CHF 0.21 in May 2010

CHF 0.21 in August 2010 CHF 0.21 in November 2010 and CHF 0.22 in February 2011

per share to the shareholders and

before the second third and fourth partial reduction call to creditors in accordance with

Article 733 of the Swiss Code of Obligations shall be made and an updated report in

accordance with Article 732 paragraph by the state supervised auditing enterprise shall

be prepared

The aggregate reduction amount pursuant to Section shall be increased by corresponding

par value reductions on shares issued from authorized share capital or conditional share

capital after the general meeting until registration of the last partial reduction in the

Commercial Register

The board of directors is authorized to determine the application dates e.g the record and

payment dates of the partial reductions in the commercial register and the repayment

procedure for the partial reduction amounts

Effective with the registrations of the respective quarterly capital reductions in the

Commercial Register the following amendments are resolved to the Articles of Association

German authoritive version

Artikel Aktienkapital
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English version

Article Conditional Share Capital for Bonds

and Similar Debt Instruments

The share capital of the Company shall be

increased by an amount not exceeding

CHF 354199078.901 344133881.802

334068684.70 323524192.50 through

the issue of maximum of

479295101234 registered shares payable

in full each with nominal value of

CHF 7391 7.182 6.75 through

the exercise of conversion and/or option or

warrant rights granted in connection with

bonds notes or similar instruments issued

or to be issued by the Company or by

subsidiaries of the Company including

convertible debt instruments

Article Conditional Share Capital for Employee

Benefit

The share capital of the Company shall be

increased by an amount not exceeding

CHF 354199078.901 344133881.802

334068684.70 323524192.50a through

the issue from time to time of maximum

of 479295101234 registered shares

payable in full each with nominal ralue of

CHF 7391 7.182 in

connection with the exercise of
option rights

granted to any employee of the Company or

subsidiaty and any consultant director or

other person providing services to the

Company or subsidiary

German authoritive version

Artikel Bedingtes Aktienkapital für

Anleihensobligationen und ªhnliche Instrumente

der Fremdfinanzierung

Das Aktienkapital der Gesellschaft wird im

Maximalbetrag vcm CHF 354l99078.90i

344133881.802 334068684.70

323524192.50 durch Ausgabe von

höchstens 479295101234 vollstandig zu

liberierenden Namenaktien mit einem

Nennwert von CHF 739 7.182

je Aktie erhöht durch die Ausiibung

von Wandel- und/oder Optionsrechten

weiche im Zusammenhang mit von der

Gesellschaft oder ihren Tochtergesellschaften

emittierten oder noch zu emittierenden

Anleihensobligationen Notes oder ähnlichen

Instrumenten eingerªumt wurden oder

werden einschliesslich Wandelanleihen

Artikel Bedingtes Aktienkapital für

Mitarbeiterbeteiligungen

Das Aktienkapital der Gesellschaft wird im

Maximalbetrag von CHF 354199078.90

344133881.802 334068684.70

323524192.50 durch Ausgabe von

höchstens 479295101234 vollständig zu

liberierenden Namenaktien mit einem

Nennwert von CHF 7391 7.182

je Aktie erhöht durch die Ausübung

von Optionen welhØ Mitarbeitern der

Gesellschaft oder ihrer Tochtergesellschaften

sowie Beratern und Mitgliedern des

Verwaltungsrates oder anderen Personen

welche Dienstleistungen für die Gesellschaft

oder ihre Tochtergesellschaften erbringen

eingeräumt wurden

Amendment to the Articles of Association to be made upon completion of the first partial

reduction in May 2010 with specific numbers based on adjustments pursuant to Section and the

Articles of Association being dated March 10 2010

Amendment to the Articles of Association to be made upon completion of the second partial

reduction in August 2010 with specific numbers based on adjustments pursuant to Section and

the Articles of Association being dated March 10 2010

Amendment to the Articles of Association to be made upon completion of the third partial

reduction in November 2010 with specific numbers based on adjustments pursuant to Section

and the Articles of Association being dated March 10 2010

Amendment to the Articles of Association to be made upon completion of the fourth partial

reduction in February 2011 with specific numbers based on adjustments pursuant to Section and

the Articles of Association being dated March 10 2010
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PROPOSAL NUMBER SIXAPPROVAL OF AMENDMENT TO ARTICLES OF ASSOCIATION

The Company is seeking shareholder approval to amend Article 16 paragraph of its Articles of

Association to provide for plurality voting in the event that the candidates that are nominated for

election as directors exceed the number of positions available Currently Art 16 of the Articles of

Association requires that each director obtain an absolute majority of the votes cast at the General

Meeting of Shareholders in any vote for the election of directorsregardless of whether the election is

contested or uncontested However in the event of contested electionmeaning that more
candidates have been nominated than Board positions are availablea situation may arise where no

candidates are elected or where fewer candidates are elected than positions available To avoid this

result the Board of Directors proposes to amend Article 16 of the Articles of Association so that

plurality of votes is sufficient in the event and only in the event of contested election For example
with plurality vote if there are 11 candidates nominated for election but only 10 board positions

available the candidates with the highest number of votes will fill the 10 positions even if some or all

of those candidates do not receive majority vote The proposed amendment is as follows

Art 16 para Current Version Art 16 para Proposed Version

The General Meeting of Shareholders shall

conduct elections upon an absolute majority of the

votes cast at the General Meeting of Shareholders

if the Articles of Association do not provide for

different majority Absolute majority means half

plus one votes cast at the General Meeting of

Shareholders whereby valid votes cast including

blank votes and abstentions shall be included for

purposes of establishing the number of votes cast

At any election for the Board of Directors in

which the number of candidates exceeds the

number of board positions available at the time of

such election the number of available positions to

be determined by the General Meeting of

Shareholders within the framework of Article 19

of these Articles of Association the members of

the Board of Directors shall be elected by

plurality of votes cast meaning the candidate with

the most votes is elected

Die Generalversammiung vollzieht Wahien mit

absoluter Stimmenmehrheit sofern die Statuten kein

andere Mehrheit vorsehen Absolute

Stimmenmehrheit bedeutet die Hälfte plus eine

Stimme der an der Generalversammiung vertretenen

Stinmen wobei Enthaltungen nicht stimmende

Vetreter sowie leere oder ungültige Stimmen für die

Bestimmung der Anzahl der vertretenen Stimmen

berücksichtigt werden Stehen bei einer WahI des

Vei-waltungsrates mehr Kandidaten zur Wahl als Sitze

zu dieser Zeit zu besetzen sind wobei die Anzahl

Sitze von der Generalversammlung im Rahmen von

Art 19 dieser Statuten festgelegt wird werden die

Verwaltungsrate mit relativem Mehr gewdhlt d.h der

Kandidat mit der hächsten Stimmenzahl ist gewählt

The Board recommends that shareholders vote FOR the amendment of Article 16 of the Articles

of Association to provide for plurality voting in the event the number of candidates that are nominated

for election exceeds the number of positions available

The General Meeting of Shareholders shall

conduct elections upon an absolute majority of the

votes cast at the General Meeting of

Shareholders Absolute majority means half plus

one votes cast at the General Meeting of

Shareholders whereby valid votes cast including

blank votes and abstentions shall be included for

purposes of establishing the number of votes cast

German authorilive version

Die Generalversammiung wdhlt die Mitglieder des

Verwaltungsrates mit absoluter Stimmenmehrheit

Absolute Stimmenmehrheit bedeutet die Hälfte plus

eine Stimme der an der Generalversammlung

vertretenen Stimmen wobei Enthaltungen nicht

stimmende Vetreter sowie leere oder ungültige

Stinjmen für die Bestimmung der Anzahl der

vertretenen Stimmen berücksichtigt werden
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GOVERNANCE OF THE COMPANY

Our Corporate Governance Principles

Our corporate governance principles are embodied in formal document that has been approved

by Tycos Board of Directors the Board It is posted on our website at www.lyco.com under the

heading Corporate ResponsibilityGovernance We will also provide copy of the corporate

governance principles to shareholders upon request

Vision and Values of Our Board

Pycos Board is responsible for directing and overseeing the management of Iicos business in the

best interests of the shareholders and consistent with good corporate citizenship In carrying out its

responsibilities the Board selects and monitors top management provides oversight for financial

reporting and legal compliance determines 1icos governance principles and implements its governance

policies The Board together with management is responsible for establishing the Companys values

and code of conduct and for setting strategic direction and priorities

While Tycos strategy evolves in response to changing market conditions the Companys vision and

values are enduring Our governance principles along with our vision and values constitute the

foundation upon which the Companys governance policies are built Our vision values and principles

are discussed below

Tyco believes that good governance requires not only an effective set of specific practices but also

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 ability and personal

integrity

Tyco Vision Why We Exist and the Essence ofOur Business

To be our customers first choice in every market we serve by exceeding commitments providing

new technology solutions leveraging our diveise brands driving operational excellence and committing

to the highest standards of business practicesall of which will drive Tycos long-term growth value

and success

Tyco Values How We Conduct Ourselves

Integrity We demand of each other and ourselves the highest standards of individual and

corporate integrity with our customeis suppliers vendors agents and stakeholders We vigorously

protect Company assets and have policies and compliance systems designed to ensure compliance with

all Company policies and laws

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

Teamwork We foster an environment that encourages innovation creativity 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

Governance Adhere to the best standards of corporate governance for the Company by

establishing processes and practices that promote and ensure integrity compliance and accountability

Cutomers Fully understand and exceed our customers needs wants and preferences and provide

greater value to our customers than our competition

Growth Focus on strategies to achieve organic growth targets and deploy cash for growth and

value creation

Culture Build on the Companys reputation and image internally and
externally while driving

initiatives to ensure Tyco remains an employer of choice

Operational Excellence Implement best-in-class operating practices and leverage Company-wide

opportunities and best practices

Financial Strength Flexibility Ensure that financial measures and shareholder return objectives

are met

Board of Directors

Mission of the Board of Directors What the Board Jntends to Accomplish

The mission of l3icos 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 top 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

Governance Principles How the Board Oversees the Conzpany

Active Board The Directors are well informed about the Company and vigorous in their oversight

of management

Company Leadership The Directors together with senior management set 1cos 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 such ôonduct occur

Inform and Listen to Investors and Regulators The Directors take steps to see that management
discloses appropriate information fairly fully timely and accurately to investors and regulators and that

the Company maintains two-way communication channel with its investors and regulators

Continuous Improvement The Directors remain abreast of new developments in corporate

governance and they implement new procedures and practices as they deem appropriate
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Board Responsibilities

The Board is responsible for

reviewing and approving managements strategic and business plans

reviewing and approving financial plans objectives and actions including significant capital

allocations and expenditures

monitoring managements execution of corporate plans and objectives

advising management on significant decisions and reviewing
and approving major transactions

identifying and recommending Director candidates for election by shareholders

appraising the Companys major risks and overseeing that appropriate risk managenent and

control procedures are in place

selecting monitoring evaluating compensatiig and if necessaiy replacing the Chief Executive

Officer and other senior executives and seeing that organizational development and succession

plans are maintained for these executive positions

determining the Chief Executive Officers compensation and approving the compensation of

senior officers

overseeing that procedures are in place designed to promote compliance with laws and

regulations

overseeing that procedures are in place designed to promote integrity and candor in the audit of

the Companys financial statements and operations and all financial reporting and disclosure

-designing and assessing the effectiveness of its-own governance practices and procedures as well

as Board and committee perfdrmance and

periodically monitoring and reviewing shareholder eommunication

Board Leadership

The business of the Company is managed under the directiOn ofthŁ Companys Board in the

interest of the shareholders The J3oard delegates its authority to senior management for mariging the

everyday affairs of the Company The Board requires that senior management review major actions and

initiatives with the Board prior to implementation

The Company believes the positions of Chairman -and Chief Executive Officer should currently be

held by the same person The Company has adopted counterbalancing governance structure

including

designated lead Director

Board entirely composed of independent members with the exception of the Chairman and

Chief Executive Officer

annual election of Directors by majority of votes cast at the Annual General Meeting of

shareholders

committees entirely composed of independent Directors and

established governance and ethics guidelines

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
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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

chairing an executive session of the independent Directors at each formal Board meeting The lead

director is expected to foster cohesive board that cooperates with the CEO towards the ultimate goal

of creating shareholder value

Board Capabilities

The Tyco Board as whole is strong in its diversity vision strategy and business judgment It

possesses robist collective knowledge of management and leadership business operations crisis

management risk assessment industry knowledge accounting and finance corporate governance and

global markets

The culture of the Board is such that it can operate swiftly and effectively in making key decisions

and facing major challenges Board meetings are conducted in an environment of trust open dialogue
and mutual respect that encourages constructive commentary The Board strives to be informed

proactive and vigilant in its oversight of the Company and protection of shareholder assets

Board Committees

To conduct its business the Board maintains three standing committees Audit Compensation and

Human Resources the Compensation Committee and Nominating and Governance and they are

each entirely composed of independent Directors Assignments 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 group elect the members and the chair of the

Nominating and Governance committee All committees report on their activities to the Board

The lead Director -may convene special committees to review material matters being considered

by the Board Special committees report their activities to the Board

To ensure effective discussion and decision making while at the same time having sufficient

number of independent Directors for its three committees the Board is normally constituted of

between ten and thirteen Directors The number of Directors is set forth in the Companys Articles of

Association

The Nominating and Governance Committee reviews the Boards governance guidelines annually
and recommends appropriate changes to the Board

Board Meetings

The Board meets at least five times annually and additional meetings may be called in accordance

with the Companys Articles of Association and Organizational Regulations Frequent board meetings
are critical not only for timely decisions but also for Directors to be well informed about the

Companys operations and issues One of these meetings will be scheduled in conjunction with the

Companys 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 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 but 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 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

The Boards intent is for Directors to attend all regularly 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 eaŁh

Board and committee meeting All independent Board members are welcome to attend any committee

meeting

Board and Committee Calendars

calendar of regular agenda items for the regularly scheduled Board meetings and all regularly

scheduled committee meetings is prepared annually by the Chairman of the Board Chief Executive

Officer in consultation with the lead Director committee chairs and all interested Directors

Board Communication

Management speaks on behalf of the Company and the Board normally communicates through

management with outside parties including Tyco shareholders business journalists analysts rating

agencies and government regulators The Board has established 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 Ilwww vita itycoconcems corn Inquiries can be submitted anonymously and confidentially

All inquiries are received and reviewed by the Corporate Ombudsman who has direct reporting

relationship to the Audit Committee chair report summarizing all items received resulting in cases is

prepared for the Board The Corporate Ombudman directs cases to the applicable department such

as customer service human resources or in the case Of accounting or control issues forensic audit and

follows up with the assigned case owner to ensure that the cases are responded to in timely manner

The Board also reviews non-trivial shareholder communications received by management through the

Corporate Secretaiys Office or Investor Relations

Board Contact with Operations and Management

Members of the Board perform site visits to Company operational
sites as part of its enterprise

risk management process The lead Director and management determine the appropriate operation
site

and timing of the enterprise
risk assessment meeting Durmg fiscal 2009 members of the Board

participated in enterprise risk assessments at operational sited of 1co Flow Control ADT Worldwide

SimplexGrinnell and Tyco Safety Products

The Chairman of the Board Chief Executive Officer arranges for senior managers to attend

Board meetings and meet informally with Directors before and after the meetings
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Board Advisors

The Board and its committees consistent with the provisions of their respective charters may
retain their own advisors at the expense of the Company as they deem necessary in order to carry out

their responsibilities

Board Evaluation

The Nominating and Governance Committee coordinates an annual evaluation process by the

Directors of the Boards performance and procedures as well as that of each committee This

evaluation leads to full Board discussion of the results In connection with the evaluation process

the lead Director informally consults with each of the Directors

the qualifications and performance of all Board members are reviewed in connection with their

re nomination to the Board

the Nominating and Governance Committee the Audit Committee and the Compensation

Committee each conduct an annual self-evaluation of their performance and procedures

including the adequacy of their charters

Board Compensation and Stock Ownership

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 the full Board See the Compensatiott Discussion and Analysis for detailed

discussion of the Compensation Committees role in determining executive compensation

To help align Board and shareholder interests Directors are encouraged to own at minimum

Tyco stock or stock units equal to three times their annual retainer within three years of jóiæing the

Board Once 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 majority of the Directors annual compensation is provided as equity and all but

one of our current Directors hold the minimum amount of three times the annual retainer Mr Yost

joined the Board in2009 and is expected to reach the required stock ownership level on or before the

2011 Annual General Meeting of shareholders Mr Breen receives no additional compensation for

service as Director

Director Independence

To maintain its objective oversight of management the Board consists of substantial majority 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 Director is

independent Independent Directors

are not former officers or employees of the Company or its subsidiaries or affiliates nor have

they served in that capacity within the last five years

have no current or prior material relationships with Tyco aside from their Directorship that

could affect their judgment

have not worked for nor have any immediate family members worked for been retained by or

received anything of substantial value from the Company aside from his or her compensation as

Director

have no immediate family member who is an officer of the Company or its subsidiaries or who

has any current or past material relationship with the Company
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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 officer of any

entity with respect to which the Companys annual sales to or purchases from exceed one

percent of either entitys annual revenues for the prior fiscal year

do not serve nor does any immediate family member serve on either the board of directors or

the compensation committee of any corporation that employs either nominee for Director or

member of the immediate family of any nominee for Director and

do not serve nor does any immediate family member serve as director trustee executive

officer or similar position of 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 organizations charitable receipts in the last fiscal year In addition Director is not

independent if he or she serves as director trustee executive officer or similar position of

charitable organization if 1co made payments to such charitable organization in an amount that

exceeds one percent of Pycos 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 Donahue Brian Duperreault Bruce Gordon Rajiv

Gupta John Krol Brendan ONeill William Stavropoulos Sandra Wijnberg David Yost

and Michael Daniels

Director Service

Directors are elected by an affirmative vote of majority of the votes cast by shareholders 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 knowledge as lead

Director from 2002 through 2007 Any nominee for Director who does not receive majority of votes

cast from the shareholders is not elected to the Board

The Nominating and Governance Committee is responsible for the review of all Directors and

where necessary
will take action to recommend to shareholders the removal of Director for

performance which requires the affirmative vote of majority of the votes present in person or by

proxy at duly called shareholder meeting

Directors are expected to inform the Nominating and Governance Committee of any significant

change in their employment or professional responsibilities and are required to offer their resignation

to the Board in the event of such change This allows for discussion with the Nominating and

Governance Committee to determine if it is in the mutual interest of both parties for the Director to

continue on the Board

The guideline is for committee chairs and the lead Director to

serve in their respective roles five years and

to rotate at the time of the Annual General Meeting following the completion 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

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 Director

are in the best interests of the Company It is only in unusual circumstances that the Board decides

that the retired Chief Executive Officer should continue to serve as Chairman

Director Orientation and Education

formal orientation program is provided to new Directors by the Corporate Secretary on Tycos

mission values governance compliance and business operations In addition program of continuing

education is annually provided to incumbent Directors and it includes review of the Companys Guide

to Ethical Conduct Directors are also encouraged to take advantage of outside continuing education

relating to their duties as Director and to subscribe to appropriate publications at the Companys

expense

Other Directorships Conflicts and Related Party rfransactions

In order to provide sufficient time for informed participation in their board responsibilities

non-executive Directors who are employed as chief executive officer of publicly traded

company are required to limit their external directorships of other public companies to two

non-executive Directors who are otherwise fully employed are required to limit their external

directorships of other public companies to three and

non-executive Directors who are not fully employed are required to limit their external

directorships of other public companies to five

The Board may in its discretion waive these limits in special circumstances When Director the

Chief Executive Officer or other senior managers intend to serve on another board the Nominating

and Governance Committee is required to be notified The Committee reviews the possibility of

conflicts of interest or time constraints and must approve the officers or Directors appointment to the

outside board Each Director is required to notify the chair of the Nominating and Governance

Committee of any conflicts The Chief Executive Officer may serve on no more than two other public

company boards

The company has formal written procedure intended to ensure compliance with the related

party provisions in our Guide to Ethical Conduct and with our corporate governance principles For the

purpose of the policy related party transaction is transaction in which we participate and in

which any related party has direct or indirect material interest other than ordinary course

arms-length transactions of less than 1% of the revenue of the counterparty ftansactions exceeding the

1% threshold and any transaction involving consulting financial advisory legal or accounting services

that could impair Directors independence must be approved by our Nominating and Corporate

Governance Committee Any related party transaction in which an executive officer or Director has

personal interest or which could present possible conflict under the Guide to Ethical Conduct must

be approved by majority of disinterested directors following appropriate disclosure of all material

aspects of the transaction

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

participant where the amount involved exceeds $120000 and Director executive officer or holder of

more than 5% of our common stock has direct or indirect material interest Although the Company

engaged in commercial transactions in the normal course of business with companies where the

Companys Directors were employed and served as officers none of these transaction exceeded 1% of

the Companys gross revenues and these transactions are not considered to be related party

transactions
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Guide to Ethical Conduct

We have adopted the 1co Guide to Ethical Conduct which applies to all employees officers and

Directors of Tyco The Guide to Ethical Conduct meets the requirements of code of ethics as

defined by Item 406 of Regulation S-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 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

wwwlyco.com under the heading Corporate CitizenshipGovernance We will also provide copy of

the Guide to Ethical Conduct to shareholders upon request We disclose any amendments to the Guide

to Ethical Conduct as well as any waivers for executive officers or Directors on our website at

www.tyco.com under the heading Corporate CitizenshipGovernance

Charitable Contributions

The Board understands that its members or their immediate family members serve as directors

trustees executives advisors and in other capacities with host of other organizations If Tyco directs

charitable donation to an organization in which Tyco Director or their immediate family member
serves as director trustee executive advisor or in other capacities 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 organizations annual charitable receipts and less than one percent

of Tycos total annual charitable contributions

COMPENSATION OF NON-EMPLOYEE DIRECTORS

Fiscal 2009 compensation for non-employee Directors consisted of an annual retainer of $80000
and deferred stock units DSUs with value at grant of approximately $120000 The lead Director

and the Chair of the Audit Committee received an additional annual fee of $20000 and the Chairs of

the Compensation Committee and the Nominating and Governance Committee each received an

additional annual fee of $15000 in recognition of the responsibilities required in these roles In

addition any member of special committee of the Board receives meeting fees in an amount up to

$1500 per day for each special committee meeting that he or she attends No such fees were paid in

fiscal 2009 Director who is also an employee receives no additional remuneration for services as

Director

As result of U.S federal tax law changes the equity component of Directors annual

remuneration has changed for fiscal 2010 For fiscal 2010 Directors were granted restricted stock units

RSUs with one-year vesting terms in lieu of DSUs For all Directors other than Mr Yost these

RSUs were granted on the first day of fiscal 2010 as the equity component of their fiscal 2010
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Lead Director

Audit Committee Chair

Compensation Committee Chair

Nominating and Governance Committee Chair

Consists of meeting fees as described above David Yost was paid prorated fee for his

services for the period from March 12 2009 when he joined the Board through the end of the

fiscal year Admiral Blair was paid prorated fee for his services as Director for the period

December 27 2009 to January 30 2009 In addition Mr Mackey McDonald former director

was paid $17741 in fiscal 2009 for services as director rendered in fiscal 2007 These fees were

inadvertantly omitted from his compensation for fiscal 2007

As noted above Directors receive an annual equity grant worth approximately $120000 Director

Yost received an annual grant
of RSUs worth approximately $120000 when he joined the Board in

March 2009 and the amount in this column represents the expense recognized in the Companys

audited financial statements for fiscal 2009 for such grant For our other Directors this column

reflects the expense recognized for DSUs granted to each Director in 2009 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 earliest of

retirement from the Board ii 2017 as required under recent U.S tax law changes and

iii 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 maximum of $10000 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 $317 for any Director in fiscal 2009

compensation Mr Yost was granted RSUs when he joined the Board on March 12 2009 The table

below reflects compensation for fiscal
year

2009

Fees Earned or Stock All Other

Paid in Cash Awards Compensation Total

$1 $2 $3

Mr Timothy Donahue 80000 $120031 185 $200216

Mr Brian Duperreault 80000 $120031 $10000 $210031

Mr Bruce Gordon LNC $115000 $120031 $235031

Mr Rajiv Gupta CC 95000 $120031 5000 $220031

Mr John Krol 80000 $120031 $10000 $210031

Dr Brendan ONeill 80000 $120031 $200031

Dr William Stavropoulos 80000 $120031 $200031

Ms Sandra Wijnberg 80000 $120031 $10276 $210307

Mr Jerome York AC $100000 $120031 317 $220348

Mr David Yost 43516 66087 $109603

Former Directors

Adm Dennis Blair 27692 $120031 2000 $149723

AC
CC
NC
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COMMITTEES OF THE BOARD

The table below provides fiscal year 2009 membership and meeting information for each of the

Board Committees

Date Elected

to Board

03/06/2003

03/13/2008

03/25/2004

01/13/2003

03/10/2005

08/06/2002

03/06/2003

03/08/2007

03/06/2003

11111/2002

03/12/2009

Includes joint committee meetings held during the fiscal year

Lead Director

Committee Chair

During fiscal 2009 the Board met ten times All of our Directors attended over 75% of the

meetings of the Board and the committees on which they served in fiscal 2009 The Boards governance

principles provide that Board members are expected to attend each Annual General Meeting At the

2009 Annual General Meeting all of the current Board members were in attendance

Audit Committee The Audit Committee monitors the integrity of Tycos financial statements the

independence and qualifications of the independent auditors the performance of Tycos internal

auditors and independent auditors Tycos compliance with legal and regulatory requirements and the

effectiveness of Tycos 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 Tycos auditors The Audit Committee has been established in accordance with

Section 3a58A of the Securities Exchange Act of 1934 as amended The Audit Committee

operates under charter approved by the Board The charter is posted on Tycos website at

wwwlyco.com and we will provide copy of the charter to shareholders ipon request The Audit

Committee held eleven meetings during fiscal 2009 including one joint meeting with another Board

committee During 2009 the members of the Audit Committee were Mr York and Drs ONeill and

Stavropoulos each of whom is independent under 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 Stavropbulos and ONeill are audit committee financial experts Upon
Mr Yorks retirement from the Board at the 2010 Annual General Meeting we expect the Board to

appoint Mr Daniels as an additional Audit Committee member if elected to the Board

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 set of corporate governance principles and playing general leadership role in Tycos

Compensation
Human ResourcesName

Adm Dennis Blair1

Mr Timothy Donahue

Mr Brian Duperreault

Mr Bruce Gordon LC
Mr Rajiv Gupta
Mr John Krol

Dr Brendan ONeill

Dr William Stavropoulos

Ms Sandra Wijnberg

Mr Jerome York

Mr David Yost

Number of Meetings During Fiscal Year 20092

Nominating
Audit Governance

11

Admiral Blair resigned from the Board on January 30 2009 to take cabinet

Barack Obamas administration

10

position in President
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corporate governance In addition the Nominating and Governance Committee oversees our

environmental health and safety management system The Nominating and Governance Committee

operates under charter approved by the Board The charter is posted on Tycos website at

www lyco corn and we will provide copy of the charter to shareholders upon request The Nominating

and Governance Committee held seven meetings during fiscal 2009 including one joint meeting with

another Board committee The members of the Nominating and Governance Committee are

Ms Wijnberg and Messrs Krol Gordon and Duperreault each of whom is independent under NYSE

listirg standards

Compensation and Human Resources Committee The Compensation Committee reviews and

approves cOmpensation and benefits policies and Objectives determines whether Tycos officers

Directots and employees are compensated according to these objectives and carries out certain of the

Boards responsibilities relating to the compensation of Tycos executives The Compensation

Committee operates under charter approved by the Board The charter is posted on Tycos website at

www.lyco.com and we will provide copy of the charter to sharehotders upon request The

Compensation Conmittee held ten meetings during fiscal 2009 including one joint meeting with

another board committee During 2009 the members of the Compensation Committeewere Admiral

Blair and Messrs Donahue Gupta and Yost Mr Gupta is the chair of the Compensation Committee

In January of 2009 Admiral Blair resigned from the Board to become the U.S Director of National

Intelligence and he was replaced by Mr Yost upon his election to the Board in March 2009 The

Board of Directors has determined that each of the members of the Compensation Committee is

independent under NYSE listing standards In addition each member is Non-Employee Director as

defined in the Securities Exchange Act of 1934 and is an outside director as defined in

section 162m of the Internal Revenue Code For more information regarding the Compensation

Committees roles and responsibilities see the Compensation Discussion and Analysis

Compensation Committee Interlocks and Insider Participation

None of the members of the Compensation Committee during fiscal 2009 or as of the date of this

proxy tatement is or ha 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 employed any member

of the Companys Compensation Committee or Board of Directors

Nomination of Directors

The Nominating and Governance Committee in accordance with the Boards governance

principles seeks to create Board that as whole is strong in its collective knowledge and has

diversity of skills and experience with respect to vision and strategy management and leadership

business operations business judgment crisis management risk assessment industry knowledge

accounting and finance corporate governance and global markets When the Committee reviews

potential new candidate the Committee looks specifically at the candidates qualifications in light of

the needs of the Board and the Company at that time given the then-current mix of Director

attributes

General criteria for the nomination of Director candidates include

the highest ethical standards and integrity

willingness to act on and be accountable for Board decisions

an ability to provide wise informed and thoughtful counsel to top management on range of

issues

history of achievement that reflects superior standards for themselves and others
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loyalty and commitment to driving the success of the Company

an ability to take tough positions while at the same time working as team player and

individual backgrounds that provide portfolio of experience and knowledge commensurate with

the Companys needs

The Company also strives to have all non- employee Directors be independent In addition to

having such Directors meet the NYSE definition of independence the Board has set its own more

rigorous standard of independence The Committee must also ensure that the members of the Board as

group maintain the requisite qualifications under NYSE listing standards for populating the Audit

Compensation and Nominating and Governance Committees In addition the Committee ensures that

each member of the Compensation and Human Resources Committee is Non-Employee Director

as defined in the Securities Exchange Act of 1934 and is an outside director as defined in

section 162m of the Internal Revenue Code

As provided in its charter the Nominating and Governance committee will consider Director

candidates recommended by shareholders lb recommend Director candidate shareholder should

write to Tycos Secretary at Tycos current registered address Freier Platz 10 8200 Schaffhausen

Switzerland In any event any such recommendation must include

the name and address of the candidate

brief biographical description including his or her occupation for at least the last five years

and statement of the qualifications of the candidate taking into account the qualification

requirements set forth above

the candidates signed consent to serve as Director if elected and to be named in the proxy

statement and

evidence of share ownership

The recommendation must also include documentary evidence of ownership of Tyco common
shares if the shareholder is beneficial owner as well as the date the shares were acquired as required

by the Companys Articles of Association

To be considered by the Nominating and Governance Committee for nomination and inclusion in

the Companys proxy statement for the 2011 Annual General Meeting of Shareholders shareholder

recommendations for Director must be received by 1rcos Secretary no later than September 24 2010

Once the Company receives the recommendation the Company may deliver questionnaire to the

candidate that requests additional information about the candidates independence qualifications and

other information that would assist the Nominating and Governance Committee in evaluating the

candidate as well as certain information that must be disclosed about the candidate in the Companys

proxy statement if nominated Candidates must complete and return the questionnaire within the time

frame provided to be considered for nomination by the Nominating and Governance Committee No

candidates were recommended by sharehoIder in connection with the 2010 Annual General Meeting

The Nominating and Governance Committee currently employs third party search firm to assist

the Committee in identifying candidates for Director The Committee also receives suggestions for

Director candidates from Board members Ten of our nominees for Director are current members of

the Board In evaluating candidates for Director the Committee uses the qualifications described

above and evaluates shareholder candidates in the same manner as candidates from all other sources

Based on the Nominating and Governance Committees evaluation of the current Directors each

nominee was recommended for election
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Executive Officers

In addition to Mr Breen 1cos Chief Executive Officer who also serves as Chairman of the

Board and whose biographical information is set forth above the executive fficers of Tyco are

Christopher CoughlinMr Coughlin age 57 has been our Executive Vice PrØsident and Chief

Financial Officer since March 2005 Prior to joining 1co Mr Coughlin served as Chief Operating

Officer at Interpublic Group He joined Interpublic from Pharmacia Corporation where he was Chief

Financial Officer for six years Mr Coughlin also serves as director of The Dun Bradstreet

Corporation and Covidien Ltd

Naren GursahaneyMr Gursahaney age 48 has been President of ADT Worldwide since May
2007 Mr Gursahaney joined Tyco in 2003 as Senior Vice President of Operational Excellence and

became the President of Tyco Flow Control in January 2005 and President of the Tyco Engineered

Products and Services segment in January 2006 Prior to joining Tyco Mr Gursahaney was the

President and Chief 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 GEs

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 DeckerMr Decker age 45 has been President of Flow Control since May .2007 and was

previously Chief Financial Officer of Tyco Engineered Products and Services and Tyco Plastics and

Adhesives Prior to joining Tyco in 2003 Mr Decker spent 13 years serving in 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 OliverMr Oliver age 49 has been President of Tyco Safety Products since 2006 was

named President of the Tyco Electrical Metal Products business in March 2007 and assumed the

leadership of International Fire Fire Protection Services in October 2009 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 ArditteMr Arditte age 54 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 Bank of Americas

private equity division where he served as Chief Financial Officer from January 2002 Prior to that

Mr Arditte spent over 15 years at Textron mc where he held number of positions including Vice

President and Treasurer and Vice President Finance and Business Development at one of the

Companys operating segments

Carol Anthony John DavidsonMr Davidson age 54 has been our Senior Vice President

Controller and Chief Accounting Officer since January 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 capacities including Chief Compliance Officer Vice President and

Corporate Controller He joined Dell in 1997 from Eastman Kodak Company where he worked

16
years in variety of financial accounting and auditing positions of increasing responsibility

John Evard Jr.Mr Evard age 63 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 Technologies

Corporation from August 2000 Prior to joining United Technologies Mr Evard held number of
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positions at CNH Global N.V and its predecessor company Case Corp including Senior Vice

President Corporate Development and General Tax Counsel from December 1989 to August 2000

Arun NayarMr Nayar age 59 has been our Senior Vice President and Treasurer since March

2008 and the Chief Financial Officer of ADT Worldwide since December 2009 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 ReinsdorfMs Reinsdorf age 46 has been our Executive Vice President and General

Counsel since March 2007 From October 2004 to February 2007 Ms Reinsdorf served as Vice

President General Counsel and Secretary of Bard Inc medical device company Previously

she had served as Vice President and Corporate Secretary of Tyco from 2003 to 2004 and as Vice

President and Associate General Counsel of Pharmacia Corporation from 2000 to 2003

Laurie SiegelMs Siegel age 53 has been our Senior Vice President Human Resources and

Internal Communications since January 2003 Ms Siegel was employed by Honeywell International

from 1994 to 2002 where she held various positions in Human Resources After leading the

compensation organization from 1994 to 1997 she served as Corporate Vice President of Human

Resources until 1999 Thereafter she served as Vice President of Human Resources in the Aerospace

and Specialty Materials divisions Ms Siegel serves as director of CenturyLink Inc and chairs its

compensation committee

Shelley Stewart Jr.Mr Stewart age 56 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 Company He also spent 18
years

with United Technologies

Corporation where he held numerous senior level supply chain and operational positions
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth the number of shares of common stock beneficially owned as of

December 31 2009 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 group

Number of Common Shares Percentage of

Beneficial Owner Title Beneficially Ownedt Class

Edward Breen Chairman and Chief

Executive Officer 3950732234 0.8%

Christopher Coughlin Executive Vice President

and Chief Financial

Officer 473209 0.1%

Timothy Donahue Director 53542
Brian Duperreault Director 170782
John Evard Jr Senior Vice President Tax 219488
Bruce Gordon Lead Director 2467223

Rajiv Gupta Director 147332

Naren Gursahaney President ADT Worldwide 354106
John Krol Director 2764423

George Oliver President Tyco Safety

Products 170032
Brendan ONeill Director 2417223
William Stavropoulos Director 86562
Sandra Wijnberg Director 241722X3

Jerome York Director 3292223
David Yost Director 5000

Michael Daniels Director Nominee

All current Directors and executive

officers as group 22 persons 6262620 1.3%

Less than 0.1%

The number shown reflects the number of common shares owned beneficially as of December 31
2009 based on information furnished by the persons named public filings and Tycos records

person is deemed to be beneficial owner of common shares if he or she either 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 person include common shares of which the person has

the right to acquire beneficial ownership within 60 days after December 31 2009 All current

Directors and executive officers as group were beneficial owners of approximately 1.3% of the

outstanding common shares as of December 31 2009 There were 475095596 Tyco common
shares outstanding on such date excluding shares held directly or indirectly in treasury

Includes vested DSUs as follows Mr Breen 934846 Mr Donahue 5354 Mr Duperreault
16607 Mr Gordon 19198 Mr Gupta 13733 Mr Krol 19198 Dr ONeill 19198
Dr Stavropoulos 7906 Ms Wijnberg 19198 and Mr York 19198 Distribution of the DSUs will

occur upon the earliest of the termination of the individual from the Company or the

Companys Board other than for cause ii 2017 as required under recent U.S tax law changes
and iii change in control of the Company Upon such event 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 maximum number of shares for which these individuals can acquire bçneficial

ownership upon the exercise of stock options that are currently vested or will vest before March

2010 as follows Mr Breen2835479 Mr Coughliri 370553 Mr Evard 213081 Mr Gordon

4974 Mr Gursahaney 322757 Mr Krol 5996 Mr Oliver 130772 Dr ONeill 4974
Ms Wijnberg 4974 and Mr York 4974

Includes 60848 shares held in the Edward Breen 2008-1 Trust

Includes 36000 opfions held in tJe Christopher Coughlin 2008 Equity Trust

The following table sets forth the information indicated for persons or groups known to the

Company to be beneficial owners of more than 5% of the outstanding common shares

Number of Percentage of Common

Common Shares Stock Outstanding on

Name and Address of Beneficial Owner Beneficially Owned December 31 2009

Capital World Investors 31075250 6.5%

333 South Hope Street

Los Angeles CA 90071

The amount shown for the number of common shares over which Capital World Investors

exercised investment discretion was provided pursuant to the Schedule 13G dated February 12

2009 that it filed with the SEC indicating beneficial ownership as of December 31 2008
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EXECUTIVE OFFICER COMPENSATION

Compensation Discussion and Analysis

Introduction

The Compensation Discussion and Analysis section of this Proxy Statement discusses the role of

the Compensation and Human Resources Committee the Compensation Committee in establishing

the objectives of the Companys executive compensation plans the Compensation Committees

executive compensation philosophy and the application of this philosophy to Tycos executive

compensation plans It also provides an analysis of the compensation design and the decisions the

Compensation Committee made in fiscal 2009 with respect to the elements of compensation iind the

total compensation paid to the five named executive officers of Tyco Edward Breen the

Chairman and Chief Executive Officer Christopher Coughlin the Executive Vice President and

Chief Financial Officer George Oliver President Safety Products and Electrical Metal Products

Naren Gursahaney President ADT Worldwide and John Evard Jr Senior Vice President and

Chief Tax Officer

In designing the Companys executive compensation programs the Compensation Committee is

guided by its philosophy that holds that the programs must reinforce Tycos business objectives and

the creation of long-term shareholder value ii provide for performance-based reward opportunities

that support growth and innovation without encouraging or rewarding excessive risk iii align the

interests of executives and shareholders by weighting significant portion of compensation on sustained

shareholder returns through long-term performance programs iv attract retain and motivate key

executives by providing competitive compensation with an appropriate mix of fixed and variable

compensation short-term and long-term incentives and cash and equity-based pay and recognize

and support outstanding individual performance and behaviors that demonstrate our core values

Integrity Excellence Teamwork and Accountability

Fiscal 2009 Summary

Overall fiscal 2009 was challenging year for the Company as the global economic recession

adversely affected the Companys businesses across nearly all industries and regions The Companys
revenue decreased by nearly $3.0 billion or 14.7% compared to 2008 and goodwill and intangible

asset impairment charges were largely responsible for U.S GAAP operating loss of $1.5 billion for

the year compared to operating income of $1.9 billion in 2008 In response to the downturn

management implemented number of measures to contain general and administrative costs including

compensation costs Additionally management identified key priorities that would best position the

Company to succeed in rapidly deteriorating economy and emerge as stronger more efficient

organization when the economy improved Besides identifying ways to further reduce costs through

restructuring activities and other initiatives management focused on strengthening the balance sheet

and on improving cash flow to gain greater operating flexibility To reinforce these priorities the

Compensation Committee in May 2009 created an incentive program effective at the businçss segment

level to reward the attainment of performance metrics related to cash flow improvement Through
these efforts the Company increased its cash flow from operating activities over the fiscal 2008 level

Thus while the Company addressed the short-term challenges presented by adverse economic

conditions it also took actions to enhance balance sheet flexibility and enable continued investment in

long-term growth opportunities
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Compensation Committee Actions in Fiscal 2009

In 2009 the Compensation Committee continued to address several major themes in executive

compensation plan design

The Compensation Committee reaffirmed its commitment to competitive pay levels and pay for

performance The Committee continued implementing its thulti-year plan to manage executive

compensation levels to thOse appropriate to the Companys business and size following the

spin-off of its electronics and healthcare businesses in fiscal 2007 the Separation as

measured in part by executive compensation levels at the peer group of companies determined

by the Compensation Committee This plan has resulted in no base salaiy increases for our

Senior Officers those officers who are considered Section 16 officers for purposes of

reportidg beneficial stock ownership under the Securities and Exchange Act of 1934 and who

Include our named executive officers in fiscal 2009 and the reduction of long term incentive

awards granted in connection with the fiscal 2009 program iompared with those granted in

COnnection with the fiscal 2008 program

The Compensation Committee enhanced the alignment of incentive pay with shareholder value

creation The Committee caefully monitors the design of its long-term performance incentives

for Senior Officers For the fiscal 2009 long-term incentive program the Company ceased the

practice of granting time-based restricted stock units to its Senior Officers and began using only

stock options and performance share awards which tie 100% of long-term incentives to

shareholder value creation The Company continued this practice for the fiscal 2010 grant The

Compensation Committee also continued to refine the metrics linked with the key value drivers

in each business segment as identified in study commissioned by the Committee in fiscal 2008

In fiscal 2009 the Compensation Committee directed its independent compensation consultant

to analyze the extent of alignment between the Companys executive pay levels and shareholder

value The study indicated that there was strong correlation between realized total

compensation under existing compensation programs and investor returns

The Compensation Committee continued to study developments related to executive compensation

practices adopting those appropriate for the Company The Committee eliminated the practice of

paying gross-ups for taxes paid by Senior Officers in connection with supplemental benefits paid

on or after January 2010 In addition Mr Breen our CEO agreed to waive the benefits

available to himunder his employment agreement for New York City/State tax gross-up

payments for compensation that is awarded to him after January 2009 The Compensation

Committee also negotiated the phase-down of severance and change in control benefits payable

to Mr Breen under his employment contract executed in December 2008

For equity awards granted in fical year 2009 and later years the Compensation Committee

introduced the so called double trigger for accelerated vesting
of awards following change in

control Now for an employee other than the CEO to have equity vest on an accelerated basis

following change in control that employee must be actually or constructively terminated within

two years following the change in control

Recognizing the importance of risk review in developing and administering executive

compensation plans the Compensation Committee instituted review of compensation programs

to ensure that they appropriately drive behaviors that are demonstrably within the risk

management parameters it deems prudent The Committee also continued to review the

developing landscape of say on pay proposals and the most appropriate avenue for

communicating with shareholders about executive compensation philosophy and programs
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Process Overview

The Compensation Committee evaluates many factors when designing and establishing executive

compensation plans and targets In determining the appropriate compensation of individual Senior

Officers the Compensation Committee considers critical data including the executives position in the

Career Band see Elements of Compensation below the relative complexity and importance of the

executives role within the organization the executives experience performance and potential the

compensation levels of our peer group and internal pay equity considerations

For purposes of benchmarking market practices regarding compensation levels for Senior Officers

the Compensation Committee carefully reviews the competitive landscape through comprehensive

process and has determined that the companies identified below constitute the Companys peer group

The peer group consists of sixteen industrial and service-based companies including companies outside

of our industry that reflect the competitive landscape in which Tyco operates The peer group also

takes into account the diverse nature of the Companys operations which are blend of world-class

manufacturing capabilities and premier service delivery

Peer Group Companies

3M Honeywell International Sprint Nextel

Deere Co Illinois Tool Works United Technologies

DirecTV Ingersoll-Rand Waste Management

Emerson Electric L-3 Communications UPS

FedEx Masco

General Dynamics Raytheon

The peer group is drawn from companies in the SP 500 Index The Compensation Committee

analyzes range of factors for each member including rank within the SP 500 Index ii various

financial and performance metrics iii number of employees iv bushiess lines and the extent that

they overlap Tycos business lines and other indicia of common managerial skill sets

Every year the Committee reviews the peer group to ensure it aligns with the Companys size

and/or lines of business and monitors whether the peer group companies have changed their businesses

or operations Any change to the compensation peer group is subject to the Compensation Committees

approval No changes were made to the peer group in fiscal 2009

Summary statistical information about general industry practices excepting those of financial

service companies is second source of executive compensation market data for the Committee The

Companys talent strategy calls for both the development of internal leadership and the recruitment of

highly experienced leaders from outside the Company Tyco does not position executive pay to reflect

single percentile within the peer group but broadly targets the 50th percentile for base salaries and

performance-based pay at or slightly above the 50th percentile Although these benchmarks represent

useful guidelines the Compensation Committee exercises discretion in setting individual executive

compensation packages so that they appropriately reflect the value and expected contributions of each

executive to the Company as well as the executives leadership commitment to our values and

potential for advancement

Each year the Compensation Committee completes comprehensive review of the elements of

total compensation for the Senior Officers As part of this process the Committee utilizes tally sheets

prepared by company management for each Senior Officer Tally sheets identify the value of each pay

element including base salary annual bonus sign-on or other cash payments long-term incentives and
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benefit and perquisite payments and help the Compensation Committee to better understand the effect

that changing any discrete pay element will have on the total pay provided to each executive This data

also clearly illustrates the effect that changing core elements of the executive compensation design

base salary target bonus and equity-based compensation will have on our competitive positioning

Tally sheets also reveal how well each pay element is aligned with our compensation philosophy and

objectives In fiscal 2009 the tally sheets were expanded to show the value of all compensation

elements under multiple triggering eventsvoluntary and involuntary termination of employment death

or disability and change in control with or without termination of employment

In determining the mix of compensation Tyco seeks to establish the right balanºe between fixed

and variable compensation short- and long-term incentives and cash- and equity-based compensation

The Compensation Committee places the greatest proportion of pay in long-term compensation for

Senior Officers with the aim of tying the executives realized pay to sustained shareholder returns In

addition long-term compensation for Senior Officers is now 100% performance-based ensuring

rewards are more closely aligned with shareholder interests than is commonly the case for the majority

of our peer group The chart below summarizes the distribution of total pay by pay element for fiscal

2009 for our named executive officers The information summarized consists of each named executive

officers base salary and target bonus opportunity during the fiscal year the grant date fair value of

stock options and performance share units the value of Mr Breens change in pension benefits from

September 2007 to September 2008 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 and pension benefit

charges the previous years value is used because the final value is not determined until after the end

of the fiscal
year during which the compensation is paid

Breen Coughlin Oliver Gursahaney Evard

With input from its independent consultant the Compensation Committee structured fiscal 2009

pay to support our objective of linking significant portion of executive pay with investor returns To

accomplish this goal the Committee allocated the pay of the named executive officers across the

following categories of compensation fixed pay and variable performance-based pay and short-term and

long-term compensation The percentage allocation of each type of pay for fiscal 2009 appears in the

following table

Fiscal 2009 Pay Mix for Named Executive Officers
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Target Allocation of Fiscal 2009 Pay for Named Executive Officers

Fixed Variable

Short-term Long-term
Base All Other Comp Total Cash-based share-based Total

Breen 11% 19% 30% 13% 57% 70%

Coughlin 17% 7% 24% 16% 60% 76%
Oliver 18% 6% 24% 17% 59% 76%

Gursahaney 17% 6% 23% 17% 60% 77%
Evard 21% 8% 29% 15% 56% 71%

Fixed compensation includes base salary supplemental benefits and perquisites including pension

benefits for Mr Breen Variable compensation includes target amounts under the annual incentive

compensation program short-term and the grant date fair value of equity granted under the

long-term incentive compensation plan long-tenn calculated at target value for performance share

units The special bonuses paid to Messrs Oliver and Gursahaney for fiscal 2009 described below are

not included in the chart because these were not considered at the time the Compensation Committee

determined target allocation of pay

Elements of Compensation

We use Career Band structure to 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
which the Compensation Committee believes provide it with the ability to structure pay for

performance

base salary

annual incentive compensation paid in the form of cash bonuses

long-term incentie compensationwhich includes stock options and performance-based stock

units and for employees other than our Senior Officers time-vested restricted stock units and

benefit programs that arc specifically designd for the Companys executive management

The Career Band structure establishes the range of base salary levels for eight career categories It

also esta.blishes eligibility 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 primary elements of compensation ire described below

Base Salaty

Base salary recognizes the value of an individual to Tyco based on his/her role skill performance

contribution 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

Board During fiscal 2009 the Company implemented number of measures to contain costs including

salary freeze for many employees As result no salary increases were approved for Senior Officers

In addition in connection with certain cost-saving measures in the Safety Products business segment
Mr Oliver the president of Safety Products and Electrical Metal Products voluntarily participated in

temporary pay reduction
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Annual Incentive Compensation

Annual incentive compensation for our Senior Officers is paid in the form of the Short-Term

Performance Bonus which is an element of the Companys 2004 Stock and Incentive Plan the 2004

SIP Annual incentive compensation rewards the individual for his/her execution of the operating

plan and other strategic initiatives as well as for financial performance that benefits the Companys

business and drives long-term shareholder value creation It places meaningful proportion of total

cash compensation at risk thereby aligning the pay of the executive with the Companys financial

performance It also offers an opportunity for meaningful pay differentiation tied to the performance of

individuals and groups

Performance measures and targets for the Company and for each group division and business

segment were established by the Compensation Committee in the first quarter
of fiscal 2009 The

Board set minimum performance measure threshold that must be met in order for Senior Officers to

receive bOnuses For fiscal 2009 the Compensation Committee established the minimum performance

threshold of $450 million in net income as adjusted for items established by the Compensation

Committee and approved by the independent members of the Board in the first quarter of fiscal 2009

The Compensation Committee also approved individual maximum bonus amounts for each Senior

Officer of 0.5% of adjusted net income for Mr Breen subject to cap of $5.0 million and 0.25% of

adjusted net income for Messrs Coughlin Evard Gursahaney and Oliver subject to cap of

$2.5 million The Compensation Committee further established target and maximum values as

percentage of base salary Target incentive opportunities ranged from 75% to 125% of base salary for

fiscal 2009 Potential payouts ranged from 0% to 200% of the target incentive opportunity Also at the

beginning of the fiscal year the Compensation Committee approved performance measures for the

corporate and group levels of the organization These performance measures are used by the Board as

guideline in determining final bonuses for Senior Officers and are described in the table below

Fiscal 2009 Annual Incentive Compensation Design Summary

Performance Actual

Performance Measure Weights Target Performance

Messrs Breen Coughlin and Evard

Earnings per Share from continuing operations before 4S% $2.79 per share $2.53 per share

special items EPS
Adjusted Free Cash Flow Adjusted FCF before 45% $1.01 billion $136 billion

special items

Organic Revenue Growth excluding Electrical and 10% 3.8% 4.3%

Metal Products revenue

Mr Gursahaney

Corporate split eqOally between Earnings Per Share and 20% See above See above

Adjusted FCF

ADT Worldwide Operating Income before special items 30% $1.15 billion $1.04 billion

ADT Worldwide Organic Revenue Growth 20% 1.7% 3.1%

ADT Worldwide Adjusted FCF before special items 15% $1.11 billion $1.17 billion

ADT Worldwide Attrition Rate 15% 11.79% 13.4%
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Performance Actual

Performance Measure Weights Target Performance

Mr Oliver

Corporate split equally between Earnings Per Share and 20% See above See above

Adjusted FCF

ISco Safety Products Operating Income before special 20% $309.5 million $209.3 million

items

ISrco Safety Products Working Capital Days 20% 74.7 days 83.7 days

Tyco Safety Products Organic Revenue Growth 20% 4.6% 13.6%
1co Electrical and Metal Products Operating Income 10% $166 million $11 million

before special items

TSco Electrical and Metal Products Working Capital 10% 87.7 days 105 days

Days

Description of Performance Measures For compensation purposes EPS from continuing

operations Adjusted FCF and
operating income are adjusted to exclude the effects of events that the

Compensation Committee deems do not reflect the performance 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 although the Compensation Committee may at its discretion make

adjustments during the fiscal year Special items include gains losses or cash outlays that may mask the

underlying operating results and/or business trends of the Company or business segment as applicable

For fiscal 2009 the approved categories of adjustments at the corporate level included adjustments
related to business acquisitions and disposals ii variances from budgeted capital expenditures

iii restructuring and related charges iv Separation-related costs legacy legal matters

vi transfers of businesses between segments and/or corporate and vii debt retirement or refinancing

An additional adjustment that the Compensation Committee deemed appropriate was to exclude the

impact of impairments of goodwill and other assets Similar adjustments were authorized at the

business segment level for the performance measures governing Messrs Gursahaneys and Olivers

bonuses At the beginning of the fiscal year the Compensation Committee also decided that it would

be appropriate to limit the effects of the volatility inherent in the Electrical and Metal Products

business segment on the performance measures applicable to the corporate level For compensation

purposes this had the effect of lowering the Companys Adjusted FCF and increasing its EPS from

continuing operations before special items Adjusted FCF is calculated by first adjusting cash flow from

operations by removing the effects of the sale of accounts receivable programs cash paid for purchase

accounting and holdback liabilities and voluntary pension contributions and then deducting net capital

expenditures including accounts purchased from the ADT dealer network and then adding back the

special items that increased or decreased cash flows Organic ievenue growth is calculated by excluding
the impact of acquisitions divestitures and foreign currency translation and at the business segment
level transfers of businesses between segments and/or corporate Working capital days are generally

calculated by dividing annualized average working capital by revenue of the applicable unit The
attrition rate at ADT Worldwide is generally calculated as the percentage rate of

recurring revenue

reduction to twelve month average beginning revenue
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The table below shows the maximum and target bonus payments set by the annual incentive plan

for fiscal 2009 and the actual bonus payments that each of our named executive officers received under

the plan These amounts are reported in the Non-Equity Incentive Plan Compensation column bf the

Summary Compensation table

Fiscal 2009 Performance Bonus Summary

Named Executive Officer Current MaximumW Target Actual

Edward Breen $4O62500 $2031250 $1869000

Christopher Coughlin $1600000 800000 736000

George Oliver $1200000 600000 168000

Naren Gursahaney $1120000 560000 392000

John Evard Jr 690000 345000 317000

In December 2008 the Compensation Committee established and the Board approved potential

maximum bonus payouts of 0.50% of adjusted net income for Mr Breen subject to cap of

$5.0 million imposed by the 2004 SIP and 0.25% for the other Senior Officers subject to cap of

$2.5 million The Compensation Committee further established maximum payout of 200% of

target
incentive opportunity

The Board approved performance bonus payouts for each of our named executive officers in

December 2009 The Board approved the bonuses based on the achievement of the minimum adjusted

net income performance threshold of $450 million and the achievement of the quantitative performance

measures shown in the Fiscal 2009 Annual Incentive Compensation Design Summary table above

The Board reduced the bonus amounts for Messrs Breen Coughlin and Evard that would have been

paid based solely on the quantitative measures to adjust for certain items that it believed

disproportionately benefited the corporate results shown above in the annual compensation design

summary

Special Bonus for Business Segment Presidents

During fiscal 2009 the Board and the Compensation Committee determined that in light of

challenging macroeconomic conditions capital
market turmoil and deteriorating end-market conditions

management emphasis on cash conversion and free cash flow generation was important to the

Company in improving balance sheet strength providing operating flexibility and protecting shareholder

value Accordingly the Board and the Compensation Committee established an incentive program for

eligible employees at the Companys business segments designed to encourage and reward achievement

of performance targets related to cash conversion and free cash flow generation In light of each

business segments performance against these measures the Board approved discretionary awards to

the business segment presidents in the amounts of $146000 to Mr Gursahaney and $282000 to

Mr Oliver These awards were based primarily on adjusted free cash flow of $1.17 billion for ADT

Worldwide and an aggregate of $400 million for Safety Products and Electrical and Metal Products

These amounts are reported
in the Bonus column of the Summary Compensation table

Long-Term Incentive Awards

The Company grants long-term equity incentive awards LTI compensation to Senior Officers as

part of its overall executive compensation strategy For description of the material terms of stock

options and performance share units granted for fiscal 2009 under the 2004 SIP see the narrative

following the Grants of Plan-Based Awards table

The Compensation Committee believes that LTI compensation serves the Companys executive

compensation philosophy in several ways It helps attract retain and motivate talent It aligns the

44 2010 Proxy Statement



interests of the named executive officers with the interests of shareholders by linking significant

portion of the officers total pay opportunity to share price It provides long-term accountability for

named executive officers and it offers the incentive of performance-based opportunities for capital
accumulation in lieu of pension plan for most of the Companys executive management

Fiscal 2009 Annual Equity Award

During fiscal 2008 the Compensation Committee modified the structure of the LT1 compensation

program for fiscal 2009 to better align it with the returns our investors realize from their Tyco common
shares As 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 share units thereby linking 100% of the long-term award directly with shareholder value

creation The ultimate value of the performance share units depends on Tycos total shareholder return

compared to the total shareholder returns of companies in the SP Industrials Index over three-year

period The new structure better aligns the largest component of our executive compensation with

investor returns and reflects our commitment to pay for long-term performance

In addition after reviewing the relevant benchmark data provided by both management and the

independent compensation consultant the Compensation Committee reduced the fiscal 2009 LTI

awards to reflect market trends and better position executive compensation levels to those
appropriate

to the Companys business and size following the Separation

Fiscal 2010 Annual Equity Award

The Compensation Committee continued the LTI structure put in place for fiscal 2009 and granted
the same mix of stock options and performance share units The Compensation Committee alsO

continued its plan to manage executive compensation levels by further reducing the fiscal 2010 LTI

awards Since fiscal 2008 the Compensation Committee has reduced LTI award levels for named
executive officers by an average of approximately 25% on an annUalized basis based on grant date fair

value and adjusting for the special equity grant for Mr Coughliii described below

At the time of the fiscal 2010
equity awaid the Compensation Committee and special

Committee of the Board approved special equity grant and modified certain existing equity awards

previously granted to Mr Coughlin in recogniiion of Mr Cotighlin ºontributions to the Company and

to provide appropriate rewards for continued employment Mr Coughlin is not expected to receive

additional awards in connection with the Companys annual
equity incentive program for fiscal 2011

The 2010 equity grant for Mr Coughlin was evenly split between performance share units and
stock options The performance share units and the stock options will vest in accordance with their

normal terms for stock options in equal installments over four years and for performance share units

100% at the end of the three-year performance period provided that if Mr Coughlin remains

employed with the Company on October 72011 both the performance share units and the stock

options will fully vest if Mr Coughhn terminates employment before the normal
vesting date In

addition if Mr Coughhn remains employed with the Company on October 2011 the stock options
will remain exercisable throughout the entire ten year period commencing on their

grant date rather

than the three year window that nokmally follows retirement In connection with the grant
Mr Coughlin received 317 400 stock options representing grant date value of $3 million with an
exercise

price
of $33 75 equal to the Companys closing stock

price on the New York Stock Exchange
on October 2009 Mr Coughlin also received

grant of 88800 performance share units

representing grant date value of $3 million

The Compensation Committee also modified the terms of certain prior stock options granted to

Mr Coughlin These prior grants which total 435728 stock options were made as part of the fiscal
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2006 2007 and 2009 annual equity incentive program The awards were modified to provide that if

Mr Coughlin remains employed by the Company on October 2011 then the stock options will

remain exercisable throughout the entire ten-year period commencing on their grant dates rather than

the three-year window that normally follows retirement and that any unvested stock options

outstanding on such date which would consist of of the stock options granted in connection with the

fiscal 2009 incentive program would immediately vest

Executive Benefit Plans and Other Elements of Compensation

All of our named executive officers are eligible to participate in the benefit plans that are available

to substantially all of our other U.S employees These benefit programs include Tycos tax-qualified

401k 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 officets These perquisites and benefits are

competitive with those provided to similarly situated executives and consistent with our overall

compensation philosophy They are designed to ensure that we can effectively retain our named

executive officers and compete for new talent while containing costs and administrative burdens These

additional benefits primarily consist of

Tycos Supplemental Savings and Retirement Plan the SSRP

supplemental insurance benefits executive life disability and long-term care

cash perquisite allowance program and

use of the corporate aircraft

Tyco Supplemental Savings and Retirement Plan

This is deferred compensation plan which permits the elective deferral of base salary and

performance-based bonus for all executives earning more than $110000 per year salary category

including all of our Senior Officers however not all executives eligible to participate in the SSRP elect

to do so The SSRP provides our executives with the opportunity to

contribute retirement savings in addition to amounts permitted under the RSIPs

defer compensation on tax-deferred basis and receive tax-deferred earnings growth and

receive any Company contributions that were reduced under the RSIPs due to IRS

compensation limits

Other Supplemental Insurance Benefits

These programs provide life inurance long-tem disability insurance and long-term care insurance

to certain Senior Officers Our executive life insurance program typically provides death benefit equal

to approximately two times base salary and allows the Senior Officçr to elect to pay additional

premiums into the plan Our executive disability insurance program ensures salary continuation above

the $15000 monthly benefit limit provided by our broad-based disability plan The executive long-term

care insurance program covers certain Senior Officers and their spouses in the event of chronic illness

or disability Under the program Tyco pays the long-term care premium for 10 years after which the

insurance is fully paid If the executive leaves prior to the ed of the 10-year payment period he or she

has the option to continue making the premium payments to maintain the coverage
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In connection with the life insurance and long-term disability insurance programs Tyco has

eliminated the payment of tax
gross-ups for Senior Officers on the imputed income attributable to the

premiums paid on these plans beginning January 2010 Our Senior Offiecrs can elect to continue to

receive supplemental insurance benefits at their expense when they leave the Company In limited

instances Tyco is responsible for paying the Companys cOst of the supplemental insurances for

Mr Breen if he is terminated as set forth in his employment agreement

Cash Perquisite Allowance Plan

Our cash perquisite allowance plan implemented in 2003 replaced our prior executive perquisite

programs Those programs had provided number of benefits to our executives including company
cars club dues and tax preparation services that were costlyand administratively burdensome The
current plan provides our Senior Officers with tah payment equal to 10% of their annual base

salary up to maximum annual benefit of $70000 Senior Officets receive their cash perquisite

allowance in four quarterly installments 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 The Compensation
Committee penodically reviews the

perquIsite allowance provided to Senior Officers in the context of

their total remuneration package The Compensation Committee has determined that the plan is withm

an appropriate range of competitive compensation practices of similar companies identified in industry

survey data

Use of Corporate Aircraft

Mr Breen and the other Senior Officers 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 so by exception if expressly approved by
Mr Breen

Role of Independent Compensation Consultant and Company Management

In carrying out its role in establishing executive compensation plans the Compensation Committee

receives advice from an independent compensation consultant and considers pay strategies and

recommendations prepared by the Companys maiiagement Under its charter the Compensation
Committee has the sole authority to retain compensate and terminate the independent compensation
consultants and any other advisors necessary to assist it in its evaluation of director CEO or other

senior executive compensation Since fiscal 2007 the Committee has retained ExeQuity LLP
ExeQuity as its independent compensation consultant Among the responsibilities of ExeQuity are

the following

conducting an ongoing review and critªqte of Tycos director compensation programs

providing an ongoing review and critique of Tycos executive compensation philosophy the

strategies associated with it and the composition of the peer group of companies

preparing periodic analyses of data including data on competitive executive compensation

presenting updates on market trends

attending regular and secia1 meetings of the compensation Committee and

regularly conducting private meetings With the Compensation Committee and/or Board without

management representatives

In general the independent compensation consultant develops pay strategies and recommendations

relating to the Chief Executive Officer which the consultant provides to the Compensation Committee

The Compensation Committee and the consultant then review and discuss all matters involving the

Chief Executive Officers compensation After this review the Compensation Committee prepares its
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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 Chief Executive Officers 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 Companys other Senior Officers and employees it is the Chief 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 However

the authority to approve those strategies and recommendations resides with different parties according

to the employees level For SeniQr Officers decisions nust be approved by the independent members

of the Board subject to the Compensation Committees authority regarding performance measures For

employees below the level of Senior Officer the Board has granted the Chief Executive Officer and his

designees the authority to approve pay actions However the Compensation Committee is responsible

for approving actions related to other aspects
of the compensation of these employees such as the size

of bonus pool annual incentive plan performance goals equity
award design equity value ranges and

share pools and compensation packages for highly compensated employees who are not Senior

Officers

Tax Deductibility of Executive Compensation

Section 162m of the Internal Revenue Code imposes limit of $1.0 million on the amount of

compensation that can be deducted by Tyco with respect to each named executive officer other than

Mr Coughlin our Chief Financial Officer unless the compensation over $1.0 million qualifies as

performance-based under federal tax law It is our policy to structure compensation arrangements

with our named executive officers to qualify as performance-based so that compensation payments are

deductible under U.S federal tax law unless the benefit of such deductibility is outweighed by the need

for flexibility or the attainment of other corporate objectives Potentially non-deductible forms of

compensation include payments in connection with the recruitment and retention of key employees

base salary over.$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 162m

Change in Control and Severance Benefits

We believe that our severance arrangements are essential in attracting and retaining the executive

talent necessary to manage our diverse businesses and are competitive with those provided to executive

officers at other large publicly traded U.S companies Mr Breens employment agreement provides for

benefits if he is terminated in connection with change in control or under other specified

circumstances and the information in the tables below reflects the terms of the agreement

For our other named executive officers who do not have employment agreements the Tyco

International Severance Plan for U.S Officers and Executives the Severance Plan and the 1co

International Change in Control Severance Plan for Certain U.S Officers and Executives the dC
Severance Plan generally govern the benefits that accrue upon termination As described below

double trigger is required under the CIC Severance Plan before most benefits become available to

the executives covered by that plan Effective January 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 during which Tyco must provide employer-sponsored health and dental benefits

The table below summarizes the key terms and provisions of the severance plans that are currently

in effect Refer to the Potential Payments Upoh Termination and Change in Control table for the

estimated dollar value of the benefits available under the severance plans in effect as of our fiscal year

end
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Severance Arrangements Without Change in Control

Descdption

Governing document

Termination events triggering

severance cash benefits and

benefits continuation

Severance cash benefit

Executive must sign release to

receive severance benefits

Chief Executive Officer

Employment agreement

Involuntary termination

without Cause other than for

death or disability

Termination by BrŁen for

Good Reason

Two times bae salary and two

times higher of target annual

bonus or most recent annual

bonus payment The ibültiplier

on the cash benefit is reduced

from two times to 1.5 titnes at

age 62 and further reduced to

1.0 times at age 63 or older

Yes

Named Executive Officers

Severance Plan

For equity awards both the

Severance Plan and individual

award agreements

Involuntary termination other

than Cause permanent disability

or death

Two times base salary and two

times target annual bonus

Yes

Health and welfare benefits

continuation

Pension benefits consisting of

accrued amounts in

supplemental retirement plans

Continued participation in the

Companys 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 Breens 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

tax
gross-up on such amounts

Voluntary termination by

Mr Breen without Good
Reason or termination by the

Company with Cause prior tO

age 60vested pension benefits

are subject to reduction

otherwise no reduction

Yes subject to applicable

performance conditions

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 The executive

will also be entitled to cash

payment equal to the projected

value of the employer portion of

medical and dental benefit

premiums for an additional

12 month period

N/A

At the Companys discretion and

per the terms of the applicable

incentive plan

Prorated bonus in
year of

termination
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Description Chief Executive Officer Named Executive Officers

Equity treatment

Outplacement assistance

Restrictive covenants

All awards vest in full upon an

involuntaiy termination without

Cause termination for Good

Reason or death or disability

Options remain exercisable

for the remainder of their

term

Upon death or disability

options remain exercisable

until the earlier of the original

expiration date of the option

or the third anniversary of

termination

Performance share units

remain subject to performance

criteria

No

Prohibited from soliciting

customers and employees of

1co for one year from the

date of termination

Prohibited from competing

with Tyco for one year from

the date of termination two

years with respect to

competing business that

generates more than 30% of

its gross revenues from the

security business

Subject to confidentiality and

non-disparagement coyenants

Substantially all of the individual

award agreements are consistent

with the terms and conditions of

the Severance Plan which

provides that upon an

involuntary termination without

Cause

Outstanding 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

Performance share units are

forfeited unless the executive

is retirement eligible in which

case all or portion of the

shares which vest remain

subject to performance

criteria

At Companys discretion for up

to 12 months

Prohibited from soliciting

customers and employees of

Tyco for two years
from the

date of termination

Prohibited from competing

with Tyco for one year from

the date of termination

Subject to confidentiality and

non-disparagement covenants

Mr Breens employment agreement generally defines Cause as

Indictment for felony other than one stemming from liability that is based on acts of the

Company for which Mr Breen is responsible solely as result of his offices with the Company

This exception applies provided that 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 Companys counsel he reasonably believed that no law was being violated by

such acts or
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Termination evidenced by 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

continually failed substantially to perform his reasOnably assigned duties with the Company
other than failure resulting from his incapacity due to physical or mental illness or from the

assignment to Mr Breen of duties that would constitute Good Reason which failure has

continued for period of at least 30 days after written notice of demand for substantial

performance signed by duly authorized member of the Board has been delivered to

Mr Breen specifring the manner in which Mr Breen has failed
substantially to perform or

intentionally engaged in conduct which is demonstrably and materially injurious to the Company
provided however Mr Breen has been given detailed notice of the termination under this

paragraph and he has been given the opportunity to be heard in person by the Board

Mr Breens employment agreement generally defines Good Reason as any of the following
events

Assignment to Mr Breen of any duties inconsistent in any material
respect with his position

including titles and reporting relationships authority duties or responsibilities as contemplated

by the employment agreement or any other action by the Company which results in

significant diminution in such position authority duties or responsibilities

Any failure by the Company to comply with any of the material provisions regarding Mr Breens
base salary bonus annual equity incentive benefits and perquisites retirement benefit

relocation and other benefits and amounts payable to Mr Breen under the agreement

Mr Breen being required to relocate to new principal place of employment more than 60

miles from his established principal place of employment with the Company

The delivery by the Company of notice of non-renewal of his employment at the end of his

current employment period

The failure by the Company to elect or to re-elect Mr Breen as Director and as Chairman of

the Board or the removal of Mr Breen from either such position or

Any termination by Mr Breen during the 30-day period immediately following the first

anniversary of the date of any change in control

For the other named executive officers the Severance Plan generally defines Cause as an
executives 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

felony or misdemeanor iv dishonesty theft vi violation of Company rules or policy or

vii other egregious conduct that has or could have serious and detrimental impact on the Company
and its employees The administrator of the Severance Plan in its sole and absolute discretion

determines whether Cause exists
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Severance Arrangements Upon Change in Control

CIief Executive Officer

Employment agreement

Three times base salary and

three times higher of target

annual bonus or most recent

annual bonus payment The

multiplier is reduced to two

times at age 62 1.5 times at age

63 and 1.0 times at age 64 or

older

Named Executive Officers

CIC Severance Plan

For equity awards individual

award agreements

Involuntary terminatiOn other

than for Cause permanent

disability or death

Good Reason Resignation

Two times base salary and two

times annual target bonus for

Messrs Gursahaney and Oliver

and 2.99 times base salary and

2.99 times annual target bonus

for the other named executive

officers

Executive must sign release to

receive severance benefits

Health and welfare benefits

continuation

Yes

Continued participation in the

Companys 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 Breens 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

tax gross-up on such amounts

Fully vested Immediately

payable upon change in

control No reduction for early

commencement

Yes

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 The executive

will also be entitled to cash

payment equal to the projected

value of the employer portion
of

medical and dental benefit

premiums for 12 month in
the case of Messrs Gursahaney

and Oliver or 24 month in the

case of Messrs Coughlin and

Evard period

N/A

DescriptjoU

Governing document

Additional events triggering Involuntary termination

severance cash benefits and without Cause

benefits continuation Termination by Mr Breen for

Good Reason

change in control is treated

as termination for Good

Reason at Mr Breens

election within the 30-day

period following the first

anniversary of the change in

control

Severance cash benefit

Pension benefits
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Description Chief Executive Officer Named Executive Officers

Prorated bonus in year of

change in control
Yes

Equity treatment All awards vest in full

provided that certain

performance share units

remain subject to performance

criteria

Qptipns remain exercisable

for the remainder of their

term

Substantially all of the individual

equity awards for our named
executive officers provide that

upon change in control and
with respect to awards granted
in fiscal 2009 and thereafter

upon termination event

Outplacement assistance

Yes

No

No

Prohibited from soliciting

customers and employees of

Tyco for one year from the

date of termination

Prohibited from competing

with Tyco for one year from

the date of termination two
years with respect to

competing business that

generates more than 30% of

its gross revenues from the

security business

Subject to confidentiality and

non-disparagement covenants

All options restricted stock

and RSUs vest in full

All performance-based shares

vest at target

Options remain exercisable

until the earlier of the

expiration of the remainder of

their term and ii up to three

years following the executives

termination date

Yes if the cap results in greater

after tax payments to executive
otherwise benefits are not

capped

Up to 12 months

Under Mr Breens employment agreement change in control is treated as termination for
Good Reason if Mr Breen chooses to terminate his employment within the 30-day period
commencing on the first anniversary of the change in control

For the other named executive officers the CIC Severance Plan generally defines Cause as
material violation of any fiduciary duty owed to the Company ii conviction of or entry of plea of
nob contendere with

respect to felony or misdemeanor iii dishonesty iv theft or other

Yes

Excise tax gross-up payment

IRC Section 280G Cap on

Benefits

No

Restrictive covenants
Subject to confidentiality and

non-disparagement covenants
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egregious conduct that is likely to have materially detrimental impact on the Company and its

employees Whether an executives termination is due to Cause under the CIC Severance Plan is

determined 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 the 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 executives written consent the Company assigns the executive any duties

incOnsistent in any inuteial respect with his orher authority duties or responsibilities or any

other action by the Company which results in significant diminution in such authority duties

or responsibilities

Without the executives written consent the Company makes material change in the

geographic location at which the executive performs services to location that is more than 60

miles from his or her existing principal place of employment

Without the executives written consent the Company reduces the executives base compensation

and benefits taken as whole or

The Company fails to obtain satisfactory agreement from any successor to assume and
agree

to perform the Companys 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 is not

initiated by the Company will not constitute Good Reason Resignation Whether an executives

termination is as result of Good Reason Resignation is determined by the administrator of the

CIC Severance Plan

Pay Recoupment Policy

Tyco has successful track record of recouping pay it considers wrongfully earned by executives

To demonstrate our full commitment to shareholders on this issue the Board approved Pay

Recpupment Policy for Tyco The policy provides that in addition to any other remedies available to

the Company and subject to the applicabe law if the Board or any Compensation Committee of the

Board determines that any Short-Term Bonus payment incentive payment equity award or other

compensation received by Senior Officer resulted from any financial result or operating metric that

was impacted by the Senior Officers fraudulent or illegal conduct the Board or 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 established stock ownership and share retention guidelines for all Senior

Officers The Board believes that executives who own and hold 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 Committee reviews our Senior Officers compliance with our stock ownership guidelines

annually

The stock ownership requirement for our Senior Officers ranges from two times base salary to

10 times base salary in the case of our Chief Executive Officer Tyco shares that count towards

meeting the stock ownership requirement include restricted stock RSUs DSUs performance share

units shares acquired through our 401k plan or the Employee Stock Purchase Program and shares
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otherwise owned by the executive We do not require that the stock ownership guidelines be attained

within certain period of time Instead the Compensation Committee reviews executive stock

ownership regularly to ensure that our Senior Officers are making progress towards meeting their goals
or maintaining their requisite ownership

Tycos stock retention guidelines require that the Senior Officers retain specified percentage of

net after-tax shares acquired from the exercise of stock options or the vesting of restricted shares

Specifically 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 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

remained in compliance with the stock ownership guidelines in fiscal 2009

Compensation and Human Resources Committee Report on Executive Compensation

The Compensation Committee has reviewed and discussed with management this Compensation
Discussion and Analysis and based on such review and discussions has recommended to the Board of
Directors that the Compensation Discussion and Analysis be included in the Companys Annual Report
on Form 10-K and this Proxy Statement

Submitted by the Compensation and Human Resources Committee

Rajiv Gupta Chair

Timothy Donahue

David Yost

2010 Proxy Statement 55



Executive Compensation Tables

Summary Compensation Table

The following table sets forth information regarding the compensation ofour named executive

officers who are Edward Breen the Chairman and Chief Executive Officer Christopher

Coughlin the Executive Vice President and Chief Financial Officer George Oliver President Safety

Products and Electrical Metal Products Naren Gursahaney President ADT Worldwide and

John Evard Jr Senior Vice President Sand Chief Tax Officer Salary and bonus include amounts that

may be deferred at the named executive officer election

Summary Compensation Table

Change in

Pensiou

Value and

Non-Equity Nonqualified

Incentive Deferred

Stock/Unit Option Plan Compensation MI Other

Name and Salary Bonus Awasds Awards Compensation Eatnlngs Compensation Total

Principal Position Year $2 $3 $3 $4 $5 $6

Current Officers

Edward Breen 2009 $1625000 6233256 $4042720 $1869000 $4542000 $1127677 $19439653

Chairman and Chief 2008 $1625000 8198879 $4705629 $3250000 $1542000 $1293683 $20615191

Executive Officer 2007 $1625000 $10505034 $7186796 $3250000 $1263270 911518 $24741618

Chiistopher Coughiin 2009 800000 2685983 $1773286 736000 309188 6304457

Executive Vice 2008 800000 3591691 $2731195 $1600000 332197 9055083

President and Chief 2007 766667 3805034 $2956702 $1605000 229753 9363156

Financial Officer

George Oliver 2009 589990 $282000 $1755620 870544 168000 231832 3897986

President Safety 2008 593739 $1478055 601060 $1146000 213111 4031965

Products and 2007

Electrical

Metal Products

Naren Gursahaney 2009 560000 $146000 $1556993 $1028109 392000 189109 3872211

President ADT 2008 560000 $1339215 920618 638000 199627 3657460

Worldwide 2007 520000 962577 877226 880000 175362 3415165

John Evard Jr 2009 460000 $1502115 $1169566 317000 159831 3608512

Senior Vice President 2008 455040 $420000 $1206561 924303 690000 179439 3875343

and Chief Tax Officer 2007 440160 $420000 964359 $1035422 660000 166148 3686089

Salary Salary paid to Mr Oliver reflects the effect of his voluntary participation
in temporary

pay reduction undertaken in fiscal 2009 by certain management employees in the Safety Products

business segment

Bonus Amounts shown in column reflect special awards paid to Messrs Oliver and

Gursahaney in fiscal 2009 in recognition of their contributions towards achievement of cash

conversion and free cash flow generation goals as described above in Elements of

CompensationBusiness President Special Bonuses and payments made to Mr Evard in fiscal

2008 and fiscal 2007 for 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 and reflect accounting

expense recognized in fiscal 2009 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 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
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over the
applicable vesting period for the award Assumptions used in the calculation of these

compensation costs are discussed in Note 18 to the Companys audited consolidated financial
statements included in the Companys Form 10-K for the fiscal

year ended September 25 2009
However the table above does not reflect equity compensation expense net of forfeiture

assumption description of the material terms of the 2009 awards appears in the narrative

following the Grants of Plan-Based Awards table

Non-Equity Incentive Plan Compensation The amounts reported in column for each named
executive officer reflect annual cash incentive compensation for the applicable fiscal year Annual
incentive compensation is discussed in further detail above under the heading Elements of

CompensationAnnual Incentive Compensation

Change in Pension Value and Non-Qualified Deferred Compensation Earnings The amounts

reported in column for Mr Breen reflect the aggregate increase in the actuarjal present value

of his accumulated benefits under all pension plans during fiscal 2009 2008 and 2007 determined

using interest rate and mortality rate assumptions consistent with those used in the Companys
financial statements Information regarding the pension plans is set forth in further detail below

following the Pension Benefits table

All Other Compensation The amounts reported in column 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 officers spouse costs related to personal use of Company aircraft tax

gross-up payments Company contributions to 40 1k plans and
non-qualified plans of the

Company and its subsidiaries providing similar benefits and other miscellaneous benefits The
components of All Other Compensation for each named exeŁutive officer are shown in the

following table

All Other Compensation Table

Supplemental Executive insurance

Benefits
Personal

Variable Use of Retirement Total All
Fiscal Cash Universal Supplemental Long-Term Company Tax Plan OtherNamed Executive Year Perquisite Life Disability Care Aircraft Gross-Ups Contributions MiscellaneousC Compensation

Current Officers

Edward Breen 2009 $70000 $50405 $37689 $15428 $238795 $478964 $236396 $1127677
2008 $70000 $50405 $36021 $15429 $246347 $632091 $243083 307 $1293683
2007 $70000 $50405 $34825 $15428 $249431 $330200 $155729 5500 911518

ChristopherJ Coughllu 2009 $70000 $28262 $17990 $21210 39959 $116667 $15100 309188
2008 $70000 $28262 $17990 $21211 64375 $120250 $10109 332197
2007 $70000 $28262 $17990 $21210 82291 $10000 229753

George Oliver 2009 $60000 $14839 $14837 $20346 21011 84049 $16750 231832
2008 $59375 $14839 $17248 $20347 18617 71478 $11207 213111
2007

Naren Gursahaney 2009 $56000 $10109 $15008 $19274 23782 57567 7369 189109
2008 $56000 $10109 $17418 $19275 21700 72000 3125 199627
2007 $51500 $10109 $12598 $19274 10315 65606 5960 175362

John Evard Jr 2009 $46000 $20798 6217 $18344 13472 55000 159831
2008 $45504 $20798 6217 $18344 33519 54920 137 179439
2007 $44016 $20798 $i7639 $18343 23692 36398 5262 166148

Cash Perquisites reflect an annual cash
perquisite payment equal to the lesser of 10% of the

executives base salary and $70000 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 executives 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
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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
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 Cdmpany-owned or -leased aircraft and the cost of

maintenance not related to trips

The amounts shown in this column as tax gross-up payments for Messrs Coughlin Evard Oliver

and Gursahaney represent tax gross-up payments made with respect to taxable insurance benefits

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 with respect to compensation awarded to Mr Breen prior to 2009 the

Company pays
the increased tax cost including gross-up that Mr Breen owes as result of

working in New York rather than in his principal work location The amount related to state taxes

for Mr Breen for fiscal 2009 is an estimate pending receipt of the relevant personal state tax

return information for calendar year 2009 This estimate is based primarily on compensation

deemed by New York State to be earned by Mr Breen in fiscal 2009 in respect of equity granted

prior to 2009 Mr Breen has waived the New York tax gross-up
with respect to compensation

awarded after January 2009

Retirement plan contributions include matching contributions made by the Company on behalf of

each executive to its tax-qualified 401k Retirement Savings and Investment Plan and to its

non-qualified Supplemental Savings and Retirement Plan

Miscellaneous 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 Mr Gursahaney
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The Company made an annual grant of equity in fiscal 2009 The award for Senior Officers

consisted of stock options and performance share units

When the Company grants stock options the exercise price equals the fair market value of our

common stock on the date of grant Stock options generally vest in equal installments over 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

Performance share units generally vest in full at the end of the performance period The number

of shares that are actually earned depends on whether and at what level the performance criteria have

been met Performance share units do not accrue dividends prior to vesting and.do tiot have any voting

rights For performance share units granted in connection with the fiscal 2009 equity award the

relevant metric is Tycos three-year total shareholder return between September 27 2008 and

September 30 2011 That return is to be compared with the total shareholder return of all the

companies in the SP 500 Industrials Index for the same period The total shareholder return measure

is based on the average of the closing stock price for the 20 trading days preceding and the last 20

trading days of the performance period plus total return factor to reflect the reinvestment of

dividends during the three-year period If the minimum performance measure is not met i.e Tycos

total shareholder 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 SP 500 Industrials Index no

shares will be earned In addition if Tycos total shareholder return is negative at the end of the

performance period the maximum payout is capped at 125% of target

Forfeiture provisions related to involuntary termination are described above under the heading

Change in Control and Severance Benefits Except in the case of retirement unvested equity is

forfeited upon voluntary termination As described above under Elements of Compensation

Long-Term Incentive Awards certain equity awards held by Mr Coughlin have vesting and forfeiture

provisions that differ from the standard terms
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Outstanding Equity Awards at Fiscal Year-End Table

Vesting dates for each outstanding option award for the named executive officers are as follows

The following table shows for each of the named executive officers all equity awards that were

outstanding as of September 25 2009 Dollar amounts are based on the NYSE closing price of $33.98

for the Companys common stock on September 25 2009

Option Awards Stock Awards

Number of Number of

Securities Securities

Underlying Underlying

Unexercised Unexercised

Options Options
Exercisable Unexercisable

Option

Exercise

Price

Equity Incentive

Equity Incentive Plan Awards

Market Plan Awards Market or

Number of Value of Number of Payout Value of

Shares or Shares or Unearned Unearned

Units of Units of Shares Units Shares Units

Stock That Stock That or Other Rights or Other Rights

Have Not Have Not That Have Not That Have Not

Vested Vested $2 Vested Vested $3

Option

Expiration

Name Date

Current Officers

Edward Breen 1828301 $15.89 7/24/2012

49749 $52.43 3/25/2014

49749 $57.19 3/25/2014

49749 $63.55 3/25/2014

49749 $58.78 3/9/2015

49749 $65.13 3/9/2015

49749 $71.49 3/9/2015

124374 $46.07 11/21/2015

199857 199857 $48.14 11/20/2016

146000 146000 $53.36 7/1/2017

554100 $29.00 10/6/2018

Christopher Coughlin 24874 $56.60 3/6/2015

62187 $56.87 3/9/2015

62187 $46.07 11/21/2015

94420 94421 $48.14 11/20/2016

69500 69500 $53.36 7/1/2017

184700 $29.00 10/6/2018

George Oliver 62947 $43.72 7/9/2016

35500 35500 $53.36 7/1/2017

35000 $44.49 8/17/2018

129300 $29.00 10/6/2018

Naren Gursahaney 84978 $23.77 3/2/2013

37768 $44.16 3/25/2014

31473 $56.87 3/9/2015

25178 $46.07 11/21/2015

9442 $48.67 1/11/2016

44062 44063 $48.14 11/20/2016

35500 35500 $53.36 7/1/2017

35000 $44.49 8/17/2018

129300 $29.00 10/6/2018

John Evard Jr 49749 $26.74 12/18/2012

24874 $22.67 3/6/2013

22387 $44.16 3/25/2014

22387 $56.87 3/9/2015

16417 $46.07 11/21/2015

25178 25179 $48.14 11/20/2016

19500 19500 $53.36 7/1/2017

80000 $29.00 10/6/2018

156357 $5313011

71859 $2441769

27067 919737

47027 $1597977

20118 683610

248800 $8454224

94900 $3224702

58400 $1984432

58400 $1984432

34700 $1179106
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Exercise Edward Christopher George Naren John

Vesting Date Price Breen Coughlin Oliver Gursahaney Evard Jr

Number Of Shares Underlying Vesting Awards

2009

10/7/2009 29.00 138525 46175 32325 32325 20000

11/21/2009 48.14 99928 47210 22031 12589

2010

7/2/2010 53.36 73000 34750 17750 17750 9750

10/7/2010 29.00 138525 46175 32325 32325 20000

11/21/2010 48.14 99929 47211 22 12590

2011

7/2/2011 53.36 73000 34750 17750 17750 9750

8/18/2011 44.49 17500 17500

10/7/2011 29.00 138525 46175 32325 32325 20000

2012

8/18/2012 44.49 17500 17500

10/7/2012 29.00 138525 46175 32325 32325 20000

The amounts in columns and reflect for each named executive offiºer the number and

market value of RSUs which had been granted as of September 25 2009 but which remained

subject to additional vesting requirements The officers continued employment with the Company
Scheduled vesting of all RSUs for each of the named executive officer is as follows

Edward Christopher George Naren John

Vesting Date Breen Coughlin Oliver Gursahaney Evard Jr

Number Of Shares Underlying Vesting Awards

2009

11/21/2009 45465 20847 9980 5765

2010

7/2/2010 32714 15083 7751 7751 4294

11/21/2010 45465 20847 9980 5765

2011

7/2/2011 32713 15082 7750 7750 4294

2012

8/18/2012 11566 11566

Amounts in columns and reflect the number and market value as of September 25 2009 of

performance share units 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 Tycos total shareholder 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

SP 500 Industrials Index there will be no payout The number of shares that will actually be

earned will depend on the Companys three-year shareholder return as compared to the total

shareholder return of the 500 Industrials Index Scheduled vesting of all performance share
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units based on achievement of target values for each of the named executive officers is as

follows

Edward Christopher George It Naren John

Vesting Date Breen Coughlin Oliver Gursahaney Evard Jr

Number Of Shares Underlying Vesting Awards

2010

6/30/2010 93700 43200 22200 22200 12300

2011

9/30/2011 155100 51700 36200 36200 22400

Option Exercises and Stock Vested Table

The following table shows for each of the named executive officers the amounts realized from

options that were exercised and restricted stock RSUs and DSUs that vested during fiscal 2009

Option Awards Stock Awards

Number of Shares Number of Shares

Acquired on Value Realized on Acquired on Value Realized on

Name Exercise Exercise Vesting Vesting

Current Officers

Edward Breen 177103 $4137054

Christopher Coughlin 66748 $1538562

George Oliver 58755 $1528732

Naren Gursahaney 26837 636901

John Evard Jr 18872 432348

The aggregate dollar amount realized is based on the average of the NYSE high/low price of the

Companys common stock on the vesting date

Pension Benefits Table

The following 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 25 2009

Number of Present Value of Payments
Years Credited Accumulated During Last

Name Plan Name Service Benefit $2 Fiscal Year

Edward Breen Employment Agreement 7.17 $15938000

The terms of Mr Breens employment agreement 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 ii the form of joint 50% spousal survivors annuity equal to 50% of

Mr Breens 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 equally over the bonus period

for which it is paid during any consecutive 36 month period within the 60-month period prior to

his termination of employment Final average earnings are reduced 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
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Mr Breens benefit is payable as an actuarially equivalent lump sum at the later of age 60 and

ii the actual date of his termination of employment other than as result of death or upon

change in control subject to any applicable 6-month delay pursuant to Internal Revenue Code

Section 409A

The amount in column is calculated as the discounted present value of normal retirement

benefits earned as of September 25 2009 payable as lump sum at Normal Retirement Date

without regard to projected service projected salary increases pre-retirement mortality or other

decrements The assumptions used in determining the discounted present value are consistent

with those used to calculate the Companys retirement plan liabilities as described in Note 16 to

the Companys audited consolidated financial statements for the fiscal year ended September 25

2009 and include

discount rate of 5.5%

Payment as lump sum

prime rate of 3.25% used to accumulate the Companys defined contribution match balance

An assumed retirement age of 60

Non-Qualified Deferred Compensation Table at Fiscal Year-End 2009

The following table presents information on the non-qualified deferred compensation accounts of

each named executive officer at September 25 2009

Aggregate

Executive Registrant Aggregate Aggregate Balance

Contributions in Contributions in Earnings in Last Withdrawals at Last

Last Fiscal Year Last Fiscal Year Fiscal Year Distributions Fiscal Year End
Name $1 $2 $3

Current Officers

Edward Breen $224729 $16260 $1415783

Christopher Coughlin $104417 9908 373567

George Oliver $12960 72050 $13350 191360

Naren Gursahaney $375320 48817 $10982 $2034829
John Evard Jr 43333 $25185 195743

Amounts in columns and inclide employee and Company contributions respectively under

the Companys Supplemental Savings and Retirement Plan the SSRP non-qualified

retirement savings plan All of the amounts shown in column are included in the Summary

Compensation Table under the column heading All Other Compensation Under the terms of the

SSRP an eligible executive may choose to defer up to 50% of his or her base salary and up to

100% of his or her performance bonus

Amounts in column include earnings or losses on the named executive officers notional

account in the SSRP and in the Companys Supplemental Executive Retirement Plan the

SERP The SERP was frozen with
respect to additional contributions on December 31 2004

Except for the Tyco stock fund and the Fidelity Freedom Funds investment options under the

SSRP are the same as those available under the Companys tax-qualified 401k retirement plans

Investment options under the SERP are the same as those available under the SSRP

Under both the SSRP and the SERP participants may elect to receive distributions in single

lump sum payment or in up to 15 annual installments participant who is still employed by Tyco

may begin receiving distributions under each plan after minimum of five
years

have elapsed from

the plan year for which contributions have been made participant who has left Tyco may begin

receiving distributions upon his or her termination of employment or retirement
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Potential Payments Upon Termination and Change in Control

The following table summarizes the severance benefits that would have been payable to each of

the named executive officers upon his termination of employment or upon the occurrence of change

in control assuming that the triggering event or events occurred on September 25 2009 The amounts

shown are based on Tycos closing NYSE share price of $33.98 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 Qualified Termination means termination following change in control that

would provide the executive with Good Reason to terminate his employment as defined under the

CIC Severance Plan or under Mr Breens employment agreement For the definition of Good
Reason and Cause under the relevant documents see the discussion under the heading Change in

Control and Severance Benefits Under his employmcnt agreement Mr Breen could terminate his

employment for Good Reason by voluntarily resigning within the 30-day period following the first

anniversary of change in control in which case he would be entitled to severance and the benefit and

perquisite continuation described in column

Mr Breens employment agreement with the Company was amended on December 19 2008

Among other changes the amended agreement reduced certain of the benefits including cash

payments that he is entitled to upon termination or change in control as described above under the

heading Change in Control and Severance Benefits

For Mr Breen severance paid for qualified termination under Change in Control was based

on three times his base salary and three times his actual bonus for fiscal 2008 For termination due

to other triggering events severance was based on two times his base salary and two times his

actual bonus for fiscal 2008 Under his employment agreement the multiple will reduce when

Change in Control Other Termination

Without With Without

Qualified Qualified With Cause or With Retirement Death or

Name Form of Compensation Termination Termination Cause Good Reason Resignation Disability

fl7

all amounts in U.S

Edward Breen

Severance1 14625000 9750000

Benefit Perquisite Continuation2 327197 218131
Accelerated Vesting of Equity Awards3 16596487 16596487 16596487 12032970
Retirement Plan Distributions4 13643000 13643000 3861000

Life Insurance5 3245000
Excise Tax Gross Up6
Christopher Coughlin
Severance 4784000 3200000

Benefit Perquisite Continuation2 31086 23132
Accelerated

Vesting of Equity Awards3 1789727 4466299 229952 2838562

Life Insurance5 1500000

George Oliver

Severance 2188148 2400000

Benefit Perquisite Continuation 23132 23132
Accelerated Vesting of Equity Awards3 1674093 3548083 160979 2484373
Life Insurance5

1150000
Naren Gursahaney
Severance1 1204650 2240000

Benefit Perquisite Continuation2 23132 23132
Accelerated

Vesting of Equity Awards3 2352333 4226323 160979 3162614
Life Insurance5 840000
John Evard Jr

Severance1 2406950 1610000

Benefit Perquisite Continuation2 31086 23132
Accelerated Vesting of Equity Award.s3 504603 1664155 99600 1019479

Life Insurance5
866000
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Mr Breen reaches specified ages For each of the other named executive officers severance would

be paid under either the CIC Severance Plan if the triggering event were change in control or

the Severance Plan for other triggering events Under the CIC Severance Plan each of

Messrs Coughlin and Evard would be entitled to severance payment of 2.99 times his base salary

and 2.99 times his target bonus for the fiscal year in which termination occurs and

Messrs Gursahaney and Oliver would be entitled to times his base salary and target bonus

subject to caps if the excise tax under IRC Section 280G would apply 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 prorated portion of the Annual Performance Bonus for the year in which his employment 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 CompensationAnnual Incentive Compensation

Upon triggering event Mr Breens employment agreement provides for continued participation

in 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/or if

Mr Breens severance period is greater than 18 months an equivalent cash payment is made with

tax gross-up on such amounts For each of the other named executive officers medical and

dental benefits are provided under the CIC Severance Plan or the Severance Plan which both

provide for 12 months of continuing coverage and if the executives severance period is greater

than 12 months the executive will be entitled to cash payment equal to the projected value of

the employer portion of premiums during the severance period in excess of 12 months Not

included is the value of the executive disability insurance program that provides salary continuation

of an additiOnal $25000 $75000 for Mr Breen above the $15000 monthly benefit provided by

our broad-based disability plan

Amounts represent the intrinsic value of unvØsted Tyco equity awards and stock optiohs that would

vest upon triggering event For Mr Breen the amounts in columns and include tax

gross-up payment to the State of New York of $69834 and the amount in column includes

such payment of $50632 Mr Breen agreed to waive the New York State tax gross-up payments

for compensation that is awarded to him after January 2009

Amounts in columns and represent the incremental difference in the benefit received due

to change in control Under Mr Breens amended employment agreement if Mr Breen

voluntarily terminates employment without Good Reason or his employment is terminated fr
Cause prior to age 60 benefits deemed earned under the Supplemental Executive Retirement Plan

will be subject to reduction of 0.25% for each month or partial month the termination date is

prior to age 60 The amount shown in column does not reflect any reduction in benefits related

to an election to receive payments earlier than age 60

Amounts represent the life insurance benefit for each of the named executive officers upon the

death of the executive

In the event of change in control Mr Breens employment agreement provides for full

gross-up
of any federal excise tax that might be due under Section 4999 of the Internal Revenue

Code No other named executive is eligible for this benefit

For Messrs Coughlin and Evard who are retirement eligible based upon age and service the value

of certain equity awards that would immediately become deliverable upon retirement are not

included because these awards are no longer subject to significant vesting requirement
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SECTION 16a BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16a of the Securities Exchange Act of 1934
requires Tycos officers and Directors anj

persons who beneficially own more than ten pprcent of Tycos common shares to file repots of

ownership and changes in 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 16a forms they file As

matter of practice Tycos administrative staff assists Tycos officers and Directors in preparing initial

reports of ownership and reports of changes in ownership and files those reports on their behalf Based

on Tycos review of the copies of such forms it has received as well as informatior provided and

representations made by the reporting persons Tyco believes that all of its officersDirectors and

beneficial owners of more than ten percent of its common shares complied with Section 16a during

Tycos fiscal year ended September 25 2009 with the following exceptiondue to an administrative

oversight the withholding of shares for payment of taxes upon the vesting of restricted stock units

which occurred on September 30 2008 for Messrs Arditte Breen Coughlin Davidson Decker Evard

Gursahaney and Stewart and Ms Siegel was not reported until October 24 2008

AUDIT COMMITTEE REPORT

The Audit Committee of the Board is composed of three Directors each of whom the Board has

determined meets the independence and experience requirements of the NYSE and the SEC The

Audit Committee operates under charter approved by the Board which is posted on our website As

more fully described in its charter the Audit Committee oversees Tycos financial reporting process on

behalf of the Board Management has the primary responsibility for the financial statements and the

reporting process Management assures that the Company develops and maintains adequate financial

controls and procedures and monitors compliance with these processes Tycos independent auditors

are responsible for performing an audit in accordance with auditing standards generally accepted in the

United States to obtain reasonable assurance that Tycos 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 control systems and such other matters as the Audit Committee and Board determine

In this context the Audit Committee has reviewed the U.S GAAP consolidated financial

statements and Swiss statutory financial statements for the fiscal year ended September 25 2009 and

has met and held discussions with management the internal auditors and the independent auditors

concerning these financial statements as well as the report of management and the report of the

independent registered public accounting firm regarding the Companys internal control over financial

reporting required by Section 404 of the Sarbanes-Oxley Act of 2002 Management represented to the

Committee that Tycos U.S GAAP consolidated financial statements were prepared in accordance with

U.S GAAP and the Swiss statutory financial statements comply with Swiss law and Tycos Articles of

Association In addition The Committee has discussed with the independent auditors the auditors

independence from Tyco and its management as required under Public Company Accounting Oversight

Board Rule 3526 Communication with Audit Committees Concerning Independence and the matters

required to be discussed by Public Company Accounting Oversight Board Auditing Standard AU
Section 380 Communication with Audit Committees and Rule 2-07 of SEC Regulation S-X

In addition the Audit Committee has received the written disclosures and the letter from the

independent auditor required by applicable requirements of the Public Company Accounting Oversight

Board regarding the independent auditors communications with the Audit Committee concerning

independence The Audit Committee has also received an unqualified opinion from Deloitte AG that

the Swiss statutory financial statements for the period ended September 25 2009 comply with Swiss law

and the Companys Articles of Association Based upon the Committees review and discussions

referred to above the Committee recommended that the Board include Tycos audited consolidated
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financial statements in Tycos Annual Report on Form 10-K for the fiscal year ended September 25
2009 filed with the Securities and Exchange Commission and that such report together with the

audited
statutory financial statements of Tyco International Ltd be included in Tycos annual report to

shareholders for the fiscal year ended September 25 2009

Submitted by the Audit Committee

Jerome York Chair

Brendan ONeill

William Stavropoulos
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OTHER MATTERS

Costs of Solicitation

The cost of solicitation of proxies will be paid by Tyco Tyco has engaged MacKenzie Partners Inc

as the proxy solicitor for the Annual General Meeting for an approximate fee of $9500 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 materials to beneficial owners

of common shares

Registered and Principal Executive Offices

The registered and principal executive offices of Tyco are located at Freier Platz 10 8200

Schaffhausen Switzerland The telephone number there is 41 52 633 02 44

Shareholder Proposals for the 2011 Annual General Meeting

In accordance with the rules established by the SEC as well as under the provisions of Tycos

Articles of Association 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 next

years annual general meeting of shareholders must be received by Tyco no later than September 24

2010 Such proposals should be sent to Tycos Secretary at our registered address Freier Platz 10 8200

Schafthausen 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 Articles of Association and

must be proper subject for shareholder action under Swiss law

shareholder may otherwise propose business for consideration or nominate persons for election

to the Board in compliance with U.S federal proxy rules Swiss law and other legal requirements

without seeking to have the proposal included in Tycos proxy statement pursuant to Rule 14a-8 under

the Exchange Act Under Rule 14a-4 under the Exchange Act proxies may be voted on matters

properly brought before 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 years meeting is December 2010

New proposals or motions with regard to existing agenda items are not subject to such restrictions

and can be made at the meeting by each shareholder attending or represented

United States Securities and Exchange Commission Reports

Copies of our Annual Report on Form 10-K for the fiscal year ended September 25 2009 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 Freier Platz 10

CH-8200 Schaffliausen Switzerland
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington D.C 20549

FORM 10-K
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Commission File Number
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Title of each class Name of each exchange on which registered

Common Shares Par Value CHF 8.07 New York Stock Exchange
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PART

Item Business

General

Tyco International Ltd hereinafter referred to as we the Company or Tyco is

diversified global company that provides products and services to customers in various countries

throughout the world Tyco is leading provider of security products and services fire protection and

detection products and services valves and controls and other industrial products We operate and

report financial and operating information in the following five segments

ADT Worldwide designs sells installs services and monitors electronic security systems for

residential commercial education governmental and industrial customers

Flow Control designs manufactures sells and services valves pipes fittings valve automation

and heat tracing products for the oil gas and other energy markets along with general process

industries and the water and wastewater markets

Fire Protection Services designs sells installs and services fire detection and fire suppression

systems for commercial industrial and governmental customers

Electrical and Metal Products designs manufactures and sells galvanized steel tubing armored

wire and cable and other metal products for non-residential construction electrical fire and

safety and mechanical customers

Safety Products designs manufactures and sells fire suppression electronic 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 Protection Services

We also provide general corporate
services to our segments and these costs are reported as

Corporate and Other

Net revenue by segment for 2009 is as follows in billions

Percent of

Total

Net

Net Revenue Revenue Key Brands

ADT Worldwide 7.0 41% ADI Sensormatic

Flow Control 3.8 22 Keystone Vanessa

Fire Protection Services 3.4 20 SimplexGrinnel4 Wormald

Electrical and Metal Products 1.4 Allied Tube Conduit AFC Cable

Systems

Safety Products 1.6 Scott Protectoi Ansul Grinnel4

Software House American Dynamics

DSC and Bentel

$17.2 100%

Unless otherwise indicated references in this Annual Report to 2009 2008 and 2007 are to Tycos

fiscal years ended September 25 2009 September 26 2008 and September 28 2007 respectively
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History and Development

lISrco International Ltd

Tyco International Ltd is Company organized under the laws of Switzerland The Company was

created as result of the July 1997 acquisition of Tyco International Ltd Massachusetts corporation

by ADT Limited public company organized under the laws of Bermuda at which time ADT Limited

changed its name to lyco International Ltd Effective March 17 2009 following shareholder and Board

of IDirector
approval on March 12 2009 the Company ceased to exist as Bermuda corporation and

continued its existence as Swiss corporation under articles 620 et seq of the swiss Code of

Obligations the Change of Domicile effective June 29 2007 Tyco International Ltd completed the

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 distribution

to Tyco shareholders As result of the Separation the operations of Tycos former Healthcare and

Electronics businesses have been classified as discontinued operations in all periods prior to the

Separation

Tycos registered and principal office is located at Freier Platz 10 CH-8200 Schafffiausen

Switzerland Its management office in the United States is located at Roszel Road Princeton New

Jersey 08540

Segments

See Note 20 to the Consolidated Financial Statements for certain segment and geographic financial

data relating to our business

ADT Worldwide

Our ADT Worldwide segment designs sells installs services and monitors electronic security

systems for residential commercial education governmental and industrial customers around the

world We are one of the worlds largest providers of electronic security systems and services We have

significant market presence in North and South America Europe ad the Asia-Pacific region With

2009 net revenue of $7.0 billion our ADT Worldwide segment comprises 41% of our consolidated net

revenue In 2008 and 2007 net revenue totaled $7.7 billion or 39% of our consolidated net revenue

and $7.3 billion or 40% of our consolidated net revenue respectively

Services and Products

ADT Worldwide supplies and installs electronic security systems to the residential commercial

education governmental and industrial markets 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 significant portion of the components used in our electronic security

systems are manufactUred by our Safety Products segment

Our electronic security systems business involves the installation and use of security systems

designed to detect intrusion control access and react to movement fire smoke flooding

environmental conditions industrial processes and other hazards These electronic security systems

include detection devices that are usually connected to monitoring center that receives and records

alarm sigtials and highly skilled security monitoring specialists that verify alarm conditions and initiate

range of response scenarios For most systems control panels identify the nature of the alarm and the

areas where sensor was triggered Our other solutions 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 management systems designed to

monitor and protect physical assets as well as proprietary electronic data Our offerings also include
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anti-theft systems utilizing acousto magnetic and radio frequency identification RFID tags and

labels in the retail industry Many of the worlds leading retailers use our Sensormatic anti-theft

systems to help protect against shoplifting and employee theft

Purchasers of our intrusion systems typically contract for ongoing security system monitoring and

maintenance at the time of initial equipment installation Systems installed at customers premises may
be either owned by ADT Worldwide or by our customers Monitoring center personnel may respond to

alarms by relaying appropriate information to local fire or police departments notifying the customer

or taking other appropriate action In certain markets ADT Worldwide 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 result of prompting by their

insurance carriers which may offer lower insurance premium rates if security system is installed or

require that system be installed as condition of coverage

Customers

ADT Worldwide sells to residential commercial educational governmental and industrial

customers Our residential customers typically include owners of single-family homes or renters in

multi-family apartment complexes Our commercial 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 these customers through direct sales force and with respect

to certain residential customers through an authorized dealer network separate sales force services

large commercial and governmental customers and focuses on key vertical markets such as retail and

banking

Competition

The electronic security services business is highly competitive and fragmented with number of

major firms and thousands of smaller regional and local companies Competition 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 educational governmental and industrial customers the

comprehensive national and/or global coverage offered by ADT Worldwide can also provide

competitive advantage We also have significantly expanded our systems integration capabilities which

allow ADT Worldwide to offer comprehensive solutions to customers that fully integrate security and

fire offerings into comprehensive IT networks business operations and management tools and process

automation and control systems

Flow Control

Our Flow Control segment designs manufactures sells and services valves pipes fittings valve

automation and heat tracing products for the oil gas
and other energy markets

along
with general

process industries and the water and wastewater markets We believe we are the worlds leading

manufacturer of flow control products With 2009 net revenue of $3.8 billion our Flow Control

segment comprises 22% of our consolidated net revenue In 2008 and 2007 net revenue totaled

$4.4 billion or 22% of our consolidated net revenue and $3.8 billion or 20% of our consolidated net

revenue respectively Flow Control is global company with 40% of its sales in Europe Middle East

and Africa EMEA 26% from the Americas 19% from the Pacific region and 15% from Asia
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Services and Products

Flow Control designs and manufactures wide variety of valves actuators controls pipes fittings

and heat tracing products Valve products include broad range of industrial valves including 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 wide variety of pipes

valves hydrants house connections and fittings for water transmission and distribution applications

Flow Control is also global provider of heat tracing services and products In addition to these core

products Flow Control makes 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

Flow Control products are used in many applications including power generation chemical

petrochemical oil and gas water distribution wastewater pulp and paper commercial irrigation

mining food and beverage plumbing and HVAC Flow Control also provides engineering design

inspection maintenance and repair services for its valves and related products

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 in most geographic regions directly through its internal sales force and in some cases through

network of independent distributors and manufacturers representatives

Customers

Flow Controls customers include businesses engaged in wide range of industries including

power generation chemical and petrochemical pharmaceutical oil production and refining gas water

food and beverage marine and shipbuilding and related
process

industries Customers include end

users as well as engineering procurement and construction companies contractors original equipment

manufacturers OEM and distributors Flow Control operates an extensive network of sales service

and distribution centers to serve our wide range of global customers

Competition

The flow control industry is highly fragmented consisting of many local and regional companies

and few global competitors We compete against 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

suppression systems for commercial enterprises governmental entities airports commercial shipping

companies fire departments transportation systems healthcare owners petrochemical facilities and

homeowners We believe we are one of the largest providers of these systems and services With 2009

net revenue of $3.4 billion our Fire Protection Services segment comprises 20% of our consolidated

net revenue In 2008 and 2007 net revenue totaled $3.9 billion or 19% of our consolidated net

revenue and $3.7 billion or 20% of our consolidated net revenue respectively
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Services and Products

Fire Protection Services designs sells installs and services fire alarm and fire detection systems

automatic fire sprinkler systems
and special hazard suppression systems Fire Protection Services

operates under various leading trade names including SimplexGrinnell Wormald Mather Platt Dong

Bang Zettler and Tyco significant portion of the components used in our fire detection and fire

suppression systems are manufactured by our Safety Products segment

Fire Protection Services offers wide range of fire alarm and fire detection systems These alarm

and 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

Fire Protection Services also offers wide range of fire suppression systems the majority which are

water-based sprinkler systems In addition Fire Protection Services provides 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

Fire Protection Services installs fire detection and fire suppression systems in both new and

existing buildings These systems typically are purchased by owners construction engineers and

electrical contractors as well as mechanical or general contractors In recent years retrofitting of

existing buildings has grown as result of legislation mandating the installation of fire detection and

fire suppression systems especially in hotels healthcare facilities and educational establishments In

addition in September 2008 the International Residential Code Council 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 dwellings effective in January 2011 This

national code must now be adopted by each state fire district and be incorporated into the local

building codes in order to be applied to any new homes being built in that area The timing of

adoption will
vary by state district Fire Protection Services also continues to focus on system

maintenance and inspection which have become increasingly significant parts of its business

Customers

Fire Protection Services customers include commercial enterprises governmental entities airports

commercial shipping companies fire departments transportation systems healthcare facility owners

petrochemical facilities and homeowners We market our fire detection and fire suppression systems to

the majority of these customers through direct sales force

Competition

Competition in the fire detection and fire suppression business varies by region In North America

we compete with hundreds of smaller contractors on 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 country-by-country basis In Asia Australia and New Zealand we compete with few large fire

detection and fire suppression contractors as well as with many smaller regional and local companies

We compete for fire detection and fire suppression systems contracts primarily on the basis of service

quality and price

Electrical and Metal Products

Our Electrical and Metal Products segment designs manufactures and sells galvanized steel tubing

and pipe products pre-wired armored electrical cables electrical support systems and metal framing
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systems for 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 In North America our Allied Tube Conduit business is leading

manufacturer of electrical steel conduit and our AFC Cable Systems division is 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 2009 net revenue of $1.4 billion our Electrical and Metal

Products segment comprises 8% of our consolidated net revenue In 2008 and 2007 net revenue

totaled $2.3 billion or 11% of our consolidated net revenue and $2.0 billion or 11% of our

consolidated net revenue respectively

The market prices of key raw materials such as steel and copper have significant impact on the

segments operating results 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 result this segment maintains diligent focus on raw

material purchases manufacturing processes pricing and sales strategies

Services and Products

Electrical and Metal Products designs and manufactures galvanized steel tubing and pipe products

that include electrical conduit fire sprinkler pipe light gauge steel tube and fence pipe These steel

tube and pipe products are sold under the brand names Allied Tube Conduit and Tectron Tube 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 TJ

Cope and Acroba

Electrical and Metal Products also design and manufacture pre-wired armored and metal-clad

electrical cable flexible and 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 Eastern

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 95% of these products are sold through wholesale distribution to trade

contractors the remaining 5% 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

The other 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 component

for OEM products in commercial or industrial end markets Steel tubular products are sold direct to

OEMs or through metals distributors

Competition

The market for electrical conduit and wiring and supports fire protection and security products

and steel tubing includes broad range of competitors Our principal competitors range from national

manufacturers to smaller regional players Our customers purchase from us because of the product

availability breadth of product line and the premium quality of products
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Safety Products

Our Safety Products segment designs manufactures and sells fire suppression electronic 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 Protection Services With 2009 net revenue of

$1.6 billion our Safety Products segment comprises 9% of our consolidated net revenue In 2008 and

2007 net revenue totaled $1.9 billion or 9% of our consolidated net revenue and $1.7 billion or 9%
of our consolidated net revenue respectively

Services and Products

Safety Products manufactures 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 Safety Products also manufactures life safety products including self-contained breathing

apparatus designed for firefighter industrial and military use supplied air respirators air-purifying

respirators thermal imaging cameras gas
detection equipment and gas masks Safety Products

breathing apparatus are used by the military forces of several countries and many U.S firefighters rely

on the Scott Air-Pak brand of self-contained breathing apparatus

Safety Products designs and manufactures electronic security products including integrated video

surveillance and access control systems to enable businesses to manage their security and enhance

business performance Its global access control solutions include integrated security management

systems for
enterprise applications access control solutions for mid size applications alarm

management panels door controllers readers keypads and cards Its global video systcm solutions

include digital video management systems matrix switchers and controllers digital multiplexers

programmable cameras monitors and liquid crysta displays Its intrusion security products provide

advanced security products for homes and businesses ranging from burglar alarms to full range of

security systems including alarm control panels keypads sensors and central station receiving

equipment used in security monitoring centers

Safety Products also manufactures number of products for ADT Worldwide and Fire Protection

Services for incorporatiQn into their electronic security systems and fire detection and fire
suppression

systems These products incude wide ringe of our fire detection and fire suppression products

security video and access control products electronic article surveillance and intrusion products

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 as well as major companies in the

Industrial sector 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 In addition in September 2008 the

International Residential Code Council 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 dwellings effective in January 2011 This national code must now be
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adopted by each state fire district and be incorporated into the local building codes in order to be

applied to any new homes being built in that area The timing of adoption will vary by state district

Our Safety Products businesses utilize worldwide network of sales offices and operate globally

under various trade names including Scott Protector Ansu4 Grinnell Software House American

Dynamics DSC and BenteL

Competition

Competition for the manufacture and sale of our products is based on specialized product capacity

breadth of product line price training and support and delivery The principal competitors are

specialty products manufacturing companies based in the United States with other smaller competitors

in Europe and Asia

Backlog

See Item Managements Discussion and Analysis of Financial Condition and Results of

Operations for information relating to our backlog

Intellectual Property

Patents trademarks copyrights and other proprietary rights are important to our business We also

rely upon trade secrets manufacturing know-how continuing technological innovations and licensing

opportunities to maintain and improve our competitive position We review third-party proprietary

rights including trademarks patents and patent applications in an effort to develop an effective

intellectual property strategy avoid infrmgement of third party proprietary rights identify licensing

opportunities and monitor the intellectual property claims of others

We own portfolio of patents that principally relates to electronic security systems fire detection

systems fire 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 tracing and floor heating systems security wire and fencing and flow control products including

valves actuators and controllers and airflow control and sensing products We also own portfolio of

trademarks and are 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 protection is obtained Trademark rights may potentially extend for

longer periods of time and are dependent upon national laws and use of the marks

While we consider our patents to be valuable assets we do not believe that our overall competitive

position is dependent on patent protection or that our overall operations are dependent upon any

single patent or group of related patents

Research and Development

We are engaged in research and development 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 areas that we believe will enhance our business for possible investment Our research

and development expense was $118 million in 2009 $127 million in 2008 and $120 million in 2007
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Raw and Other Purchased Materials

We are large buyer of metals and other commodities including gasoline Certain of the

components used in the Fire Protection Services business principally certain valves and fittings are

purchased for installation in fire protection systems or for distribution Materials are purchased from

large number of independent sources around the world There have been no shortages in materials that

have had material adverse effect on our businesses However significant changes in certain raw

material costs have had and may in the future have an adverse impact on costs and operating margins

In particular our Electrical and Metal Products segment is significantly affected by volatility in the

price of steel and copper with operating margins generally contracting in declining price environment

and expanding when prices of these commodities are rising We enter into long-term supply contracts

using fixed or variable pricing to manage our exposure to potential 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 governments Another example is our Flow Control business which is subject

to strict regulations governing the import and export of goods and technologies across international

borders particularly with respect to dual use products which are products that may have both civil

and military use In addition government regulation of fire safety codes can impact our Fire Protection

Services business These and other laws and regulations impact the manner in which we conduct our

business and changes in legislation or government policies can affect our worldwide operations both

positively and negatively For more detailed description of the various laws and regulations that affect

our business see Item 1A Risk FactorsRisks Related to Legal Regulatory and Compliance Matters

and Item Legal Proceedings

Environmental Matters

We are subject to numerous foreign federal state and local environmental protection and health

and safety laws governing among other things the generation storage use and transportation of

hazardous materials emissions or discharges of substances into the environment and the health and

safety of our employees

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 claims due to the

presence of or exposure to hazardous substances or pursuant to indemnifications provided by us in

connection with asset disposals We have received notification from the U.S Environmental Protection

Agency and from state environmental agencies that conditions at 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 number of current and former

manufacturing facilities to investigate and remediate environmental contamination resulting from past

operations

Given uncertainties regarding the extent of the required cleanup the interpretation of applicable

laws and regulations and alternative cleanup methods the ultimate cost of cleanup at disposal sites and

manufacturing facilities is difficult to predict Based upon our experience current information regarding
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known contingencies and applicable laws we concluded that it is probable that we would incur

remedial costs in the range of approximately $31 million to $85 million As of September 25 2009 we

concluded that the best estimate within this range is approximately $40 million of which $12 million is

included iii accrued and other current liabilities and $28 million is included in other liabilities in the

Consolidated Balance Sheet In view of our financial position
and reserves for environmental matters

we believe that any pOtential payment of such estimated amounts will not have material adverse

effect on our financial position results of operations or cash flows

Employees

As of September 25 2009 we employed approximately 106000 people worldwide of which

approximately 38000 are employed in the United States and 68000 are outside the United States

Approximately 31000 employees are covered by collective bargaining agreements or works councils and

we believe that our relations with the labor unions are generally good

Available Information

Tyco is required to file annual quarterly and special reports proxy statements 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 SECs Public Reference Room at 100 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

httpI/wwwsec.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

Tycos SEC filings

Our Internet website is www lyco corn We make available free of charge on or through our website

our Annual Reports on Form 10 Quarterly Reports on Form 10 Current Reports on Form

reports filed pursuant to Section 16 and any amendments to those reports filed or furnished pursuant

to section 13a or 15d of the exchange act as soon as reasonably practicable after we electronically

file or furnish such materials to the Securities and Exchange Commission As result of the Change of

Domicile Tyco is required to prepare Swiss statutory financial statements including Swiss consolidated

financial statements on an annual basis copy of the Swiss statutory financial statements will be

distributed along with our annual report to shareholders and all of the aforementioned reports will be

made available to our shareholders upon their request In addition we have posted the charters for our

Audit Committee Compensation and Human Resources Committee and Nominating and Governance

Committee as well as our Board Governance Principles and Guide to Ethical Conduct on our website

under the heading Corporate CitizenshipGovernance The annual report to shareholders charters

and principles are not incorporated in this report by reference We will also provide copy of these

documents free of charge to shareholders upon request

Item 1A Risk Factors

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 subject to the risks that

affect many other companies such as competition technological obsolescence labor relations general

economic conditions geopolitical events climate change and international operations Additional ri6s not

currently known to us or that we currently believe are immaterial also may impair our business operations

and our liquidity
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Risks Relating to Our Businesses

General economic and cyclical industry conditions may adversely affect our financial condition results of

operations or cash flows

Our operating results have been and may in the future be adversely affected by general economic

conditions and the cyclical pattern
of certain industries in which we operate For example demand 1or

our services and products is 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 historically has displayed significant cyclicality Recent economic weakness has adversely affected

our businesses For example weakness in the North American and European non residential

construction markets have adversely impacted the system installation and service portion of our ADT
Worldwide business and weak global economic conditions have also adversely impacted our Flow

Control business Continued weakness in the U.S or global economies or in the industries in which We

operate could have material negative impact on our financial condition results of operations or cash

flows

We face intense competition in each of our businesses and competitive challenges from lower cost

manufac2urers If we cannot successfully compete in an increasingly global market-place our operating

results may be adver.eIy affected

We operate in competitive
domestic and international markets and compete with many highly

competitive manufacturers and servIce providers both domestically and on global basis Our

manufacturing businesses face competition from lower cost manufacturers in Asia and elsewhere and

our service businesses face competition from alternative service providers around the world Key

components of our competitive position are our ability to adapt to changing conWetitive environments

and to manage expenses successfully This requires continuous management 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-effectiveness or if we are otherwise unable to manage and react to changes

in the global marketplace our operating results may be adversely affected

Our future growth is largely dependent upon our ability to develop or acquire new technologies that

achieve market acceptance with acceptable margins

Our businesses operate in global markets that are characterized by rapidly changing technologies

and evolving industry standards Accordingly our future growth rate depends upon number of factors

including our ability to identify emerging technological 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 manufacture and bring products and services to market quickly and cost-effectively

Our ability to develop or acquire new products and services based on tecimological innovation can

affect our competitive position and requires the investment of significant resources These acquisitions

and development efforts divert resources from other potential investments in Our businesses and they

may not lead to the development of new technologies products or services on 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 result the failure of our

technology products or services to gain market acceptance or their obsolescence could significantly

reduce our revenues increase our operating costs or otherwise adversely affect our financial condition

results of operations or cash flows
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Our ADT business may experience higher rates of customer attrition which may reduce our fature

revenue and cause us to change the estimated useful lives of assets related to our security mpnitoring

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 13.4% on trailing 12-monthbasis for 2009 as compared to 12.9% for 2008 and 12.3% in

2007 Although rates have not increased significantly in the last fiscal year if attrition rates continue to

trend upward ADTs recurring revenue and results of operations may be adversely affected The risk is

more pronounced in times of economic uncertainty Tyco amortizes the costs of ADTs 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 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 material adverse

effect on our financial condition or results of operations

We have signficant operations outside of the United States which are subject to political economic and

other risks inherent in operating outside of the United States

We have significant operations outside of the United States We generated 52% of our net revenue

outside of the United States in 2009 We expect net revenue generated outside of the United States to

continue to represent significant portion of total net revenue Business operations outside of the

United States are subject to political economic and other risks inherent in operating in certain

countries such as

the difficulty of enforcing agreements collecting receivables and protecting assets through non-

U.S legal systems

trade protection measures and import or export licensing requirements

difficulty in staffing and managing widespread operations and the application of certain labos

regulations outside of the United States

compliance with wide variety of non-U.S laws and regulations

changes in the general political and economic conditions in the countries where we operate

particularly in emerging markets

the threat of nationalization and expropriation

increased costs and risks of doing business in wide variety of jurisdictions

changes in enacted tax laws

limitations on repatriation of earnings and

fluctuations in equity and revenues due to changes in foreign currency exchange rates

Changes in the political or economic environments in the countries in which we operate could

have material adverse effect on our financial condition results of operations or cash flows

Volatility in
currency exchange rates commodity prices and interest rates may adversely affect our

financial condition result of operations or cash flows

We are txposed to variety of market risks including the effects of changes in currency exchange

rates commodity prices and interest rates See Item 7A Quantitative and Qualitative Disclosures

About Market Risk
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Our net revenue derived from sales in non-U.S markets for 2009 was 52% of our total net

revenue and we expect revenue from non-U.S markets to continue to represent significant portion of

our total net revenue Therefore when the U.S dollar strengthens in relation to the currencies of the

foreign countries where we sell our produôts and services compared to prior periods 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 significant effect on our results of operations Our

financial statements reflect translation of items denominated in non-U.S currencies to U.S dollars our

functional currency

In addition we are large buyer of metals and other commodities 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 material adverse

effect on our financial condition results of operations or cash flows Further in 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 Electrical and Metal Products segment where

declining copper and steel prices along with volume declines negatively affected our margins in 2009

We monitor these exposures as an integral part of our overall risk management program In some

cases we enter into hedge contracts to insulate our results of operations from these fluctuations These

hedges are subject to the risk that our counterparty may not perform As result changes in
currency

exchange rates commodity prices and interest rates may have material adverse effect on our financial

condition results of operations or cash flows

Divestitures of some of our businesses or product lines may materially adversely affect our flnancwl

condition results of operations or cash flows

We continue to evaluate the performance of all of our businesses and may sell businesses or

product lines Any divestiture could result in significant asset impairment charges including those

related.to goodwill and other intangible assets which could have material adverse effect on our

financial condition and results of operations Divestitures could involve additional risks including

difficulties in the separation of operations services products and personnel the diversion of

managements attention from other business concerns the disruption of our business the potential loss

of key employees and the retention of uncertain environmental 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 business or product line

Our business strategy includes acquiring companies and making investments that complement our

existing businesses These acquisitions and investments could be unsuccessful or consume significant

resources which could adversely affect our operating results

Acquisitions and investments may involve significant cash expenditures debt incurrence operating

losses and expenses that could have material adverse effect on our financial condition and operating

results Acquisitions involve numerous other risks including

diversion of management time and attention from daily operations

difficulties integrating acquired businesses technologies and personnel into our business

inability to obtain required regulatory approvals and/or required financing on favorable terms

potential loss of key employees key contractual relationships or key customers of acquired

companies or of us and
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assumption of the liabilities and exposure to unforeseen liabilities of acquired companies

It may be difficult for us to complete transactions quickly and to integrate acquired operations

efficiently into our current business operations Any acquisitions or investments may ultimately harm

our business or financial condition as such acquisitions may not be successful and may ultimately result

in impairment charges

If we cannot obtain sufficient quantities of materials components and equipment required for our

manufacturing activities at competitive prices and quality and on timely basis or if our

manufacturing capacity does not meet demand ow financial condition results of operations or cash

flows may suffer

We purchase materials components and equipment from third-parties for use in our

manufacturing operations
If we cannot obtain sufficient quantities of these items at competitive prices

and quality and on timely basis we may not be able to produce sufficient quantities of product to

satisfy markFt demand product 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 Companys culture and guiding principles focus on continuouslytraining motivating and

developing employees and in particular it strives to attract motivate and retain qualified managers to

handle the day-to-day operations of highly diversified organization If we fail to retain and attract

qualified personnel the Companys operations could be adversely affected In addition exØessive

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 employees High turnover could result in additional training and inefficiencies that could

adversely impact the Companys operating results

We have recently recognized substantial impairnent charges and may be required to recognize additional

impairment charges in the future

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 quarter ended March 27 2009 we recognized aggregate goodwill and intangible asset

impairments of $2.7 billiOn resulting primarily from slowdown in the commercial markets including

the retailer end market in Certain of our businesses decline in sales volume at our Electrical and

Metal Products segment and downward revisions to fortcasted results restructuring actions and weaker

industry outlooks As result the Company recognized an aggregate goodwill impairment of

$2.6 billion $2.6 billion after-tax at six of our reporting units and intangible asset impairments of

$64 million $40 million after-tax related to franchise rights in our ADT Worldwide segment and

tradename in our Safety Products segment The Company believes that our goodwill balance as of

September 25 2009 is recoverable However fair value determinations require considerable judgment

and are sensitive to change Additional impairments to one or more of our reporting uflits could occur

in future periods whether or not connected to the annual impairment analysis Future impairment
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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 defendant in variety of litigation that could cause material adverse effect on our

financial condition results of operations or cash flows

We are named as defendant in significant amount of litigation including claims for damages

arising out of the use or installation of our products or services litigation alleging the infringement of

intellectual
property rights litigation alleging anti-competitive behavior litigation related to

environmental matters product liability litigation including asbestos related claims 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 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 Dther equitable remedies that could have material

adverse effect on our financial condition results of operations or cash flows Moreover any insurance

or indemnification rights thatwe have may be insifficient or unavailable to protect us against potential

loss exposures

Legislative action by the U.S Congress could materially adversely affect us despite our Change of

Domicile

Legislative action could be taken by the Congress which if ultimately enacted could override

tax treaties upon which we rely which would adversely affect our effective corporate tax rate despite

our Change of Oomicile We cannot predict the outcome of any specific legislative proposals However
if proposals were enacted that had the effect of disregarding our March 2009 Change of Domicile from

Bermuda to Switzerland or limiting our ability as Swiss company to take advantage of the tax treaties

between Switzerland and the United States we could be subjected to increased taxation Also various

U.S federal and state legislative proposals have been introduced in recent years that deny or would

deny government contracts to U.S companies that move their locations abroad We cannot assure you
that moving our jurisdiction of incorporation to Switzerland has eliminated the risk that these contract

bans will apply to us

In addition there continues to be negative publicity regarding and criticism of companies that

conduct substantial business it the U.S but are domiciled abroad We cannot assure you that we will

not be subject to such criticism as result of our domicile in Switzerland

Changes in legislation or goverimentaI regulations or policies can have significant impact on our

financial condition results of operations or cas/ flows

We operate in regulated industries Our U.S operations are subject to regulation by number of

federal state and local governmental agencieswith respect to safety of operations and equipment labor

and employment matters and financial responsibility Intrastate operations in the United States are

subject to regulationby s.tate 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

various U.S federal state and local laws and regulations as well as non-U.S laws and regulations

including many related to consumer protection Most states in which we operate have licensing laws

covering the monitored security services industry and the construction industry OUr ADT Worldwide

business relies heavily upon wireline telephone service to communicate signals and wireline telephone

companies are regulated by both the federal and state governments Changes in laws or regulations

could require us to change the way we operate which could increase costs or otherwise disrupt
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operations In addition failure to comply with any applicable laws or regulations could 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 materially and

adversely affected

We could be adversely affected by violations of the U.S Foreign Corrupt Practices Act and similar

anti-bribery laws outside the United 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

government officials for the purpose of obtaining or retaining business Recent years have seen

substantial increase in FCPA enforcement activity with more frequent and aggressive investigations and

enforcement proceedings by both the Department of Justice DOJ and the Securities and Exchange

Commission SEC increased enforcement activity by non-U.S regulators and increases in criminal

and civil proceedings brought against companies and individuals Our policies mandate compliance with

these anti-bribery laws We operate in many parts of the world that have experienced 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 cannot assure 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 allegations that improper payments have been made by our subsidiaries and agents in recent

years
in violation of the FCPA We have reported to the DOJ and the SEC the remedial measures that

we have taken in response to the allegations and our own internal investigations We also retained

outside counsel to perform Company-wide baseline review of our policies controls and practices with

respect to the FCPA and we periodically provide updates to the SEC and DOJ regarding our FCPA

investigations and compliance activities As result it is possible that we will be required to pay

material fines consent to injunctions on future conduct or suffer other civil or criminal penalties or

adverse impacts including being subject to securities litigation or 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

Our failure to satisfy international trade compliance regulations may adversely affect us

Our gLobal operations require importing and exporting goods and technology across international

borders on regular basis From time to timewe obtain or receive information alleging improper

activity in connection with imports or exports Our policy mandates strict compliance with U.S and

international trade laws When we receive information alleging improper activity our policy is to

investigate that information and respond appropriately including if warranted reporting our findings

to relevant governmental authorities Nonetheless we cannot provide assurance that our policies and

procedures will always protect us from actions that would violate 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 responsible for portion of our contingent and other corporate liabilities following the

Separation primarily those relating to shareholder litigation and pre-Separation income tax liabilities

Under the Separation and Distribution Agreement and other agreements subject to certain

exceptions contained in the Thx Sharing Agreement we Covidien and 1co 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 sith the management of these contingent and

other corporate liabilities will be shared equally among the parties These contingent and other

corporate
liabilities primarily relate to legacy securities litigation and any actions with respect to the

separation plan or the Separation brought by any third party as well as pre-Separation income tax

liabilities Liabilities that are specifically related to one of the three separated companies are not

allocated
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If any party responsible for such liabilities were to default in its 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 obligations related to such

contingent and other corporate liabilities including associated costs and expenses

We could face product liability and asbestos claims relating to products we manufacture or install These

claims could result in significant costs and liabilities and reduce our profitability

We face exposure to product liability claims in the event that any of our products results in personal

injuly 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 We have been named in

significant number of lawsuits alleging damages based on claims that individuals were exposed to asbestos

through the past distribution of asbestos-containing industrial products Any insurance we maintain may not

be available on terms acceptable to us or such coverage may not be adequate for liabilities actually

incurred Any claim or product recall could result in adverse publicity against us which could adversely

affect our financial condition results of operations or cash flows

In addition we could face liability for failure to respond adequately to alarm activations or failure of

our fire protection systems to operate as expected 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 and other contracts 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 condition3 results of operations or cash flows

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 governing among other things

the generation storage use and transportation of hazardous materials

emissions or discharges 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 safety laws If we violate these laws 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 claims 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 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 number of current and former manufacturing

facilities to investigate and remediate environmental contamination resulting from past operations

These projects relate to variety of activities including

solvent metal and other hazardous substance contamination cleanup and

oil spill equipment upgrades and replacement
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These projects involve both remediation expenses and capital improvements In addition 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 cleanup methods Based upon our experience current information

regarding known contingencies and applicable laws we concluded that it is probable that we would

incur remedial costs of approximately $40 million of which $12 million is included in accrued and other

current liabilities and $28 million is included in other liabilities in the Consolidated Balance Sheets as

of September 25 2009 Environmental laws are complex change frequently and have tended to become

more stringent over time While we have budgeted for future capital and operating expenditures 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 estimates 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

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

leading to increased fundiiag costs or unavailability of credit

In the normal course of our business we access credit markets for general corporate purposes

which may include repayment of indebtedness acquisitions additions to working capital repurchase of

common shares capital expenditures and investments in the Companys subsidiaries 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 credit markets In 2009 global credit markets

experienced significant dislocations and liquidity disruptions and continued uncertainty in the credit

markets may make financing terms for borrowers unattractive or unavailable These factors may make

it more difficult or expensive 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 suppliers may experience increased

costs of debt financing or difficulties in obtaining debt financing These disruptions in the financial

markets have had adverse effects on other areas of the economy and have led to slow down in

general economic activity that we expect to continue to adversely affect our businesses These

disruptions may have other unknown adverse affects Based on these conditions our profitability and

our ability to execute our business strategy may be adversely affected

Covenants in our debt instruments may adversely affect us

Our bank credit agreements contain financial covenants including 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 negative pledges

subsidiary debt and sale/leaseback 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 proiide assurance

that we will meet those tests breach of any of these covenants could result in 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

thereunder to be immediately due and payable and terminate all commitments to extend further credit
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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 material adverse affect on our

financial condition See Item Managements Discussion and Analysis of Financial Condition and

Results of Operations

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 our 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

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 substantial portion of our cash flow from operations to payments on our

indebtedness thereby reducing the availability of our cash flow to fund working capital capital

expenditures research and development efforts and other general corporate purposes including

debt reduction or dividend payments

increase our vulnerability to adverse economic and industry conditions

limit our flexibility in planning for or reacting to changes in our businesses and the industries in

which we operate

restrict our ability to introduce new technologies or exploit business opportunities

make it more difficult for us to satisfy our payment obligations with respect to our outstanding

indebtedness and

increase the difficulty and/or cost to us of refinancing our indebtedness

Risks Relating to Tax Matters

Examinations and audits by tax authorities including the Internal Revenue Service could result in

additional tax payments for prior periods

The Company and its subsidiaries income tax returns periodically are examined by various tax

authorities In connection with these examinations tax authorities including the Internal Revenue

Service IRS 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 for uncertain income tax positions

have been recorded through the income tax provision equity or goodwill as appropriate The

calculation of our tax liabilities involves dealing with uncertainties in the application of complex tax

regulations in 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 circumstances

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

reduction in the taxable income previously filed During 2006 the IRS accepted substantially all of the
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proposed adjustments Subsequently the Company developed proposed amendments to U.S federal

income tax returns for additional periods through 2006 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 Financial Statements

Such adjustments did not have material impact on the Companys financial condition results of

operations or cash flows While the final adjustments cannot be determined until the IRS review is

completed the Company believes that any resulting adjustments will not have material impact on its

financial condition results of operations or cash flows

We share responsibility for certain of our Covidiens and lyco 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 Covidiens and Tyco

Electronics income tax liabilities which result in cash payments based on 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 Covidiens and Tyco Electronics U.S and certain non-U.S income tax

returns certain income tax liabilities arising from adjustments made by tax authorities to intercompany

transactions or similar adjustments 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 Agreements sharing formula In addition Covidien and

Tyco Electronics are responsible for their tax liabilities that are not subject to the Tax Sharing

Agreements sharing formula

If any party to the Tax Sharing Agreement were to default in its obligation to another party to pay

its share of the distribution taxes that arise as result of no partys 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 or portion of an

income tax liability were to default in its payment of such liability to taxing authority we could be

legally liable under applicable tax law for such liabilities 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 Covidiens and Tyco Electronics tax liabilities

If the distribution of Covidien and 1co Electronics common shares to our shareholders or 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

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 368a1D 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

The private letter rulings 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

undertakings are not correct or have been violated or that the distributions should be taxable for other

reasons including as result of significant changes in stock or asset ownership after the distribution If

the distribution ultimately is determined to be taxable we would recognize gain in an amount equal

to the excess of the fair market value of the Covidien and Tyco Electronics common shares distributed
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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 Separation should be treated as taxable transactions

Risks Relating to Our Jurisdiction of Incorporation in Switzerland

Swiss laws djfer from the laws in effect in the United States and may afford less protection to holders of

1co securities

Tyco International has changed its place of incorporation from Bermuda to Switzerland Because

of differences between Swiss law and Bermuda law and differences between the governing documents

of Swiss and Bermuda companies it may not be possible to enforce court judgments obtained in the

United States against Tyco International based on the civil liability provisions of the federal or state

securities laws of the United States in Switzerland As result in lawsuit based on the civil liability

provisions of the U.S federal or state securities laws U.S investors may find it difficult to

effect service within the United States upon Tyco or its directors and officers located outside the

United States

enforce judgments obtained against those persons in U.S courts or in courts in jurisdictions

outside the United States and

enforce against those persons in Switzerland whether in original actions or in actions for the

enforcement of judgments of U.S courts civil liabilities based solely upon the U.S federal or

state securities laws

Switzerland and the United States do not have treaty providing for reciprocal recognition of and

enforcement of judgments in civil and commercial matters The recognition and enforcement of

judgment of the courts of the United States in Switzerland is governed by the principles set forth in the

Swiss Federal Act on Private International Law This statute provides in principle that judgment

rendered by non-Swiss court may be enforced in Switzerland only if

the foreign court had jurisdiction pursuant to the Swiss Federal Act on Private International

Law

the judgment of such foreign court has become final and non-appealable

the judgment does not contravene Swiss public policy

the court procedures and the service of documents leading to the judgment were in accordance

with the due process of law and

no proceeding involving the same position and the same subject matter was first brought in

Switzerland or adjudicated in Switzerland or that it was earlier adjudicated in third state and

this decision is recognizable in Switzerland

Until January 2011 73co must declare and pay dividends in the form of reductions of registered share

capital which must be stated in Swiss francs to avoid adverse tax consequences Any currency

fluctuations between the U.S dollar and Swiss francs will affect the dollar value of the dividends 1jco

pays

Under Swiss law payments that are made to shareholders in the form of return of registered

share capital do not require the payment of withholding taxes to Swiss authorities while ordinary

dividend payments require that such taxes be withheld Swiss corporate law requires that any payments

made to shareholders in the form of return of capital must be denominated in Swiss francs After

January 2011 dividend payments may be made out of contributed surplus without having to pay

withholding taxes and these payments can be denominated and paid in U.S dollars Therefore until
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January 2011 we expect to pay dividends in the form of return of registered share capital and

these dividends will be denominated in Swiss francs We expect our transfer agent to make these

dividend payments In U.S dollars converted at the U.S dollar to Swiss franc exchange rate shortly

before the payment date As result shareholders will be exposed to fluctuations in the value of the

U.S dollar relative to the Swiss franc between the date used for purposes of calculating the Swiss franc

amount of any proposed capital reduction which will typically be on or about the date of our annual

general meeting and the relevant payment date which will not be shorter than two months and could

be as long as year

As result of our Change of Domicile and the increate in the par value of our shares we my have Less

flexibility with respect to certain aspects of capital Enairagemeflt

In connection with the Change of Domicile we significantly increased the par value of our shares

Currently the par .value of pur shares is CHF 8.07 or approximately $7.87 based on the exchange rate

in effect on November 2009 Under Swiss law we generally may not issue registered shares for an
amount below par

value As of November 2009 the closing price
of our ordinary shares on the

NYSE was $33.53 In the event there is need to raise common equity capital at time when the

trading price of our registered shares is below our par value we would need to obtain approval of our

shareholders to decrease the par value of our registered shares We cannot assure you that we would

be able to obtain such shareholder approval Obtaining shareholder approval also would require filing

preliminary proxy statement with the SEC and convening meeting of shareholders which would delay

any capital raising plans If we were to receive shareholder approval to reduºe the par value of our

registered shares the reduction would decrease our ability to pay dividends as repayment of share

capital
which may subject you to Swiss withholding tax

Item lB Unresolved Staff Comments

None

Item Properties

Our operations are conducted in facilities throughout the world aggregating approximately

34 million square feet of floor space of which approximately 14 million square feet are owned and

approximately 20 million square feet are leased These facilities jiouse manufacturing distribution and

warehousing operations as well as sales and marketing engineering and administrative offices

ADT Worldwide operates through network of offices and service facilities located in North

America Central America South America Europe the Middle East the Asia-Pacific region and South

Africa The group occupies approximately million square feet of whiŁh million square feet are

owned and million square feet are leased.

Flow Control has manufacturing facilities warehouses and distribution centers throughout North

America South America Europe and the Asia-Pacific region The group occupies approximately

11 million square feet of which million square feet are owned and million square feet are leased

Fire Protection Services operates through network of offices located in North America Central

America South America Europe and the Asia-Pacific region The group occupies approximately

million square feet all of which 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

approximately million square feet of which million square feet are owned and million square feet

are leased

Safety Products operates through network of offices located in North America South Ametica

Europe and the Asia-Pacific region Our Safety Products manufacturing facilities warehouses and
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distribution centers are located in North America Europe and the Asia-Pacific region The group

occupies approximately million square feet of which million square feet are owned and 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 leases as they

expire or in finding alternative facilities See Note 15 to Consolidated Financial Statements for

description of our lease obligations

Item Legal Proceedings

In the normal course of business we are subjeŁt to various legal proceedings and claims including

product and general liability matters environmental matters patent infringement claims employment

disputes disputes on agreements and other commercial disputes

In connectiorf with the Separation we entered into liability sharing agreement regarding certain

legal actions thtf were pending against Tyco prior to the Separation Under the Separation and

Distribution 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 generally relate to

legacy matters that are not specific to the business operations of ny of the ºompanies The Separation

and Distribution Agreement alsO provides that we will be responsible 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

dcscribed in the Separation and Distribution Agreement including the defense or settlement thereof

subject to certain limitations Additionally at the time of the Separation the Company Covidien and

Tyco Electronics agreed to allocate responsibility for certain legacy tax claims pursuant to the same
formula under the ax Sharing Agreement See Note to the Consolidated Financial Statements for

description of our Tax Sharing Agreement

Class Achon Settlement and Legacy Securities Matters

As previously reported Tyco and some members of the Company former senior corporate

management were named as defendants in number of lawsuits alleging violations of the disclosure

provisions of the federal securities laws

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
contributed $803 million representing its share under the Separation and Distribution Agreement

The June 2007 class action settlement did not purport to resolve all legacy securities cases and

several remain outstanding the most significant of which is Stumpf Tyco International Ltd which is

class action lawsuit in which the plaintiffs allege that Tyco among others violated the disclosure

provisions of the federal securities laws The matter arises from Tycos July 2000 initial public offering

of common stock of TyCom Inc and alleges that the TyCom registration statement and prospectus

relating to the sale of enmmon stock were inaccurate misleading and failed to disclose facts necessary

to make the registration statemnt and prospectns not misleading The complaint further alleges the

defendants violated securities laws by making materially false and misleading statements and omissions

concerning among other things executive compensation TyComs business prospects and Tycos and

TyComs finances The matter is currently iii the pre-trial stages of litigation

In the first half of fiscal 2009 the Company settled number of legal matters stemming from

alleged violations of federal securities laws committed by former senior management including several

lawsuits from plaintiffs that had opted out of the June 2007 class action settlement for an aggregate

amount of approximately $90 million Pursuant to the Separation and Distribution Agreement the
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Companys share of this amount was approximately $24 million with Covidien and Tyco Electronics

responsible for approximately $38 million and $28 million respectively

During the second quarter of 2009 the Company concluded that its best estimate of probable loss

for the legacy securities matters outstanding at the time was $375 million in the aggregate which the

Company recorded as liability in accrued and other current liabilities in the Consolidated Balance

Sheet as of March 27 2009 Due to the sharing provisions in the Separation and Distribution

Agreement described above the Company also recorded receivables from Covidien and Tyco

Electronics in the amounts of $158 million and $116 million respectively which were recorded in other

current assets in the Companys Consolidated Balance Sheet as of March 27 2009 As result the

Company recorded net charge of $101 million related to legacy securities matters during the quarter

ended March 27 2009 in selling general and administrative expenses in the Consolidated Statement of

Operations

In the second half of fiscal 2009 the Company agreed to settle with all of the remaining plaintiffs

that had opted-out of the class action settlement as well as plaintiffs who had brought Employee

Retirement Income Security Act ERISA related claims for total of $271 million Pursuant to the

Separation and Distribution Agreement the Companys share ofthe settlement amount was

approximately $73 million with Covidien and Tyco Electronics responsible for approximately

$114 million and $84 million respectively This settlement activity did not result in the Company

recording charge to its Consolidated Statements of Operations as the Company had established

reserve for its best estimate of the amount of loss during the second quarter of 2009 as discussed

above

The Company continues to believe that the accrual remaining as of September 25 2009 is its best

estimate for the remaining unresolved claims Although the Company has reserved its best estimate of

probable loss related to unresolved legacy securities claims their ultimate resolution could differ from

this estimate and could have material adverse effect on the Companys financial position results of

operations or cash flows

In addition to the Stumpf matter Tyco is party to several lawsuits based on alleged violations of

federal securities laws fraud and negligence committed by former management These previously

reported matters consist of Jasin Tyco International Ltd et aL an action brought by pro se plaintiff

Hall Kozlowski et an action brought by pro se plaintiff relating to the plaintiffs employment

401k pension plans and ownership of Tyco common stock and several affirmative actions brought by

Tyco against Messrs Kozlowski Swartz and Walsh former executives and director of Tyco In

connection with our affirmative actions Messrs Kozlowski and Swartz have made counterclaims

seeking amounts allegedly due in connection with the former executives compensation and retention

arrangements and under ERISA and Mr Walsh has made claims alleging that Tyco is required to

indemnify him for his defense costs arising from his role as Tyco director 1co intends to vigorously

defend each of these actions and does not believe that the ultimate outcome of any of these matters

will have material adverse affect on its financial position 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 matters

excluding the counter-claims brought by former executives and director described above

Environmental Matters

Tyco is involved in various stages of investigation and cleanup related to known environmental

remediation matters at 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 25 2009 Tyco concluded that it was

probable that it would incur remedial costs in the range of approximately $31 million to $85 million As

of September 25 2009 Tyco concluded that the best estimate within this range is approximately
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$40 million of which $12 million is included in accrued and other current liabilities and $28 million is

included in other liabilities in Tycos Consolidated Balance Sheet In view of the Companys financial

position and reserves for environmental matters the Company believes that any potential payment of

such estimated amounts will not have material adverse effect on its financial position results of

operations or cash flows

Asbestos Matters

The Company and certain of its subsidiaries are named as defendants in bodily injury lawsuits

based on alleged exposure to asbestos-containing materials These cases typically involve product

liability claims based primarily on allegations of manufacture sale or distribution of industrial products

that either contained asbestos or were attached to or used with asbestos-containing components

manufactured by third-parties Each case typically names between dozens to hundreds of corporate

defendants While the Company has observed an increase in the number of these lawsuits over the past

several years including lawsuits by plaintiffs with mesothelioma-related claims large percentage of

these suits have not presented viable legal claims and as result have been dismissed by the courts

The Companys strategy has been and continues to be to mount vigorous defense aimed at having

unsubstantiated suits dismissed and where appropriate settling suits before trial Although large

percentage of litigated suits have been dismissed the Company cannot predict the extent to which it

will be successful in resolving lawsuits in the future Of the lawsuits that have proceeded to trial since

2005 the Company has won or settled all but one case with that one case returning an adverse jury

verdict for approximately $7.7 million which included both compensatory and punitive damages The

Company has appealed the verdict and believes that it will ultimately be overturned As of

September 25 2009 there were 4200 lawsuits pending against the Company and its subsidiaries Each

lawsuit typically includes several claims and the Company has determined that it had 5509 6569 and

6461 claims outstanding as of September 25 2009 September 26 2008 and September 28 2007

respectively These amounts reflect adjustments for claims that are not actively being prosecuted

identify incorrect defendants or are duplicative of other actions For detailed discussion of asbestos-

related matters see Note 15 to the Consolidated Financial Statements

Income Tax Matters

The Company and its subsidiaries income tax returns periodically are examined by various tax

authorities In connection with these examinations tax authorities including the Internal Revenue

Service IRS 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 for uncertain income tax positions

have been recorded through the income tax provision equity or goodwill as appropriate The

calculation of our tax liabilities involves dealing with uncertainties in the application of complex tax

regulations in 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 circumstances

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

reduction in the taxable income previously filed During 2006 the IRS accepted substantially all of the

proposed adjustments Subsequently the Company developed proposed amendments to U.S federal

income tax returns for additional periods through 2006 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 Financial Statements

Such adjustments did not have material impact on the Companys financial condition results of
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operations or cash flows While the final adjustments cannot be determined until the IRS review is

completed the Company believes that any resulting adjustments will not have material impact on its

financial condition results of operations or cash flows For detailed discussion of income tax matters

see Note to the Consolidated Financial Statements

Compliance Matters

As previously reported in our periodic filings the Company has received and responded to various

allegations and other information that certain improper payments were made by our subsidiaries and

agents in recent years For example two subsidianes in our Flow Control business in Italy have been

charged along with numerous other parties in connection with the Milan public prosecutors

investigation into allegedly improper payments made to certain Italian entities and we have reported to

German authorities potentially improper conduct- involving agents retained by our EMEA water

business 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 these allegations and its internal

investigations We also informed the DOJ and the SEC that we retained outside counsel to perform

Company-wide baseline review of our policies controls and practices with respect to compliance with

the Foreign Corrupt Practices Act FCPA and thatwe would continue to make periodic progress

reports to these agencies 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 The baseline review 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 criminal or civil penalties or adverse impacts

each of which could have material adverse effect on our financial position results of operations or

cash flows

Covidien and Tyco Electronics agreed in connection with the Separation to cooperate with the

Company in its response regarding these matters Any judgment required to be paid or settlement or

other cost incurred by the Company 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 particular business will be shared equally among

Tyco Covidien and Tyco ElectroniØs

The German Federal Cartel Office FCO charged in early 2007 that certain German

subsidiaries in the Companys Flow Control business have engaged in anti-competitive practices in

particular with regard to its hydrant valve street box and fittings business The Company investigated

this matter and determined that the conduct may have violated German anti-trust law The Company is

cooperating with the FCO in its investigation of this violation which is ongoing The Company 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 pay judgments suffer penalties

or incur settlements in amounts that may have material adverse effect on our financial position

results of operations or cash flows

ERISA Partial Withdrawal Liability Assessment and Demand

On June 2007 SimplexGrinnell received notice alleging that it had partially withdrawn from

the National Automatic Sprinkler Industry Pension Fund the Fund Under Title IV of ERISA if
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the Fund can prove that an employer completely or partially withdraws from multi-employer pension

plan such as the Fund the employer is liable for withdrawal liability equal to its
proportionate share of

the plans unfunded vested benefits The alleged withdrawal results from 1994 labor dispute between

Grinnell Fire Protection Systems SimplexGrinnells predecessor and Road Sprinkler Fitters Local

Union No 669

ERISA requires that payment of withdrawal liability be made in full or in quarterly installments

commencing upon receipt of liability assessment from the plan plans assessment of withdrawal

liability generally may be challenged only in arbitration and ERISA requires that quarterly payments

must continue to be made during the pendency of the arbitration lithe employer prevails in

arbitration and any subsequent court appeals its quarterly withdrawal liability payments are refunded

with interest The Funds total withdrawal liability assessment against SimplexGrinnell is approximately

$25 million The quarterly withdrawal liability payments are $1.1 million $11 million of which have

been paid to date While the ultimate outcome is uncertain SimplexGrinnell believes that it has strong

arguments that no withdrawal liability is owed to the Fund and it plans to vigorously defend against

the Funds withdrawal liability assessment The matter is currently in arbitration The Company has

made no provision for this contingency and believes that its quarterly payments are recoverable

Other Matters

As previously reported ih 2002 the SECs Division of Enforcement conducted an investigation

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 number of former dealers and related parties have filed lawsuits against us including class

action lawsuit filed in the District Court of Arapahoe County Colorado alleging breach of contract

and other claims related to APTs decision to terminate certain authorized dealers in 2002 and 2003
While it is not possible at this time to predict the final outcome of these lawsuits we do not believe

these claims will have material adverse effect on the Companys financial position results of

operations or cash flows

In addition to the foregoing we are subject to claims and suits including from time to time

contractual disputes and product and general liability claims incidental to present and former

operations acquisitions and qispositions With
respect to many of these claims we either self-insure or

maintain insurance through third-parties with varying deductibles While the ultimate outcome of these

matters cannot be predicted with certainty we believe that the resolution of any such proceedings

whether the underlying claims are covered by insurance or not will not have material adverse effect

on our financial condition results of operations or cash flows beyond amounts recorded for such

matters

Item -Submission of Matters to VQte of Security Holders-

None
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PART II

Item Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases

of Equity Securities

The number of registered holders of Tycos common shares as of November 2009 was 25590

Tyco common shares are listed and traded on the New York Stock Exchange NYSE under the

symbol TYC The following table sets forth the high and low 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 Effective March 17 2009 Tyco changed its jurisdiction of incorporation from

Bermuda to the Canton of Schaffhausen Switzerland In connection with the Change of Domicile the

par value of Tycos common shares increased from $0.80 per share to 8.53 Swiss francs CHF per

share or $7.21 based on the exchange rate in effect on March 17 2009 The Change of Domicile was

approved at special general meeting of shareholders held on March 12 2009 The following steps

occurred in connection with the Change of Domicile which did not result in change to Total

Shareholders Equity

approximately 21 million shares held directly or indirectly in treasury were cancelled

the par value of common shares was increased from $0.80 to CHF 8.53 through an

approximate 1-for-9 reverse share split followed by the issuance of approximately eight fully

paid up shares so that the same number of shares were outstanding before and after the

Change of Domicile which reduced share premium and increased common shares and

the remaining amount of share premium was eliminated with corresponding increase to

contributed surplus

Year Ended September 25 2009 Year Ended September 26 2008

Market Price
Dividends Declared

Market Price
Dividends Declared

Range
Per Common

Range
Per Common

Quarter High Low Share High Low Share

First $35.02 $15.65 $0.20 $46.66 $37.88 $0.15

Second 24.57 17.43 0.21 44.85 33.72 0.15

Third 28.86 18.88 0.21 47.41 40.08 0.15

Fourth 3487 2555 022 4515 3637 020

$0.84 $0.65

The dividends declared for the second through fourth quarters of 2009 are the U.S dollar equivalent of CHF 0.23

converted at the U.S dollar/Swiss franc exchange rate shortly before the payment dates

Prior to the Change of Domicile on December 2008 Tycos Board of Directors declared

quarterly dividend on the Companys common shares of $0.20 per share which was paid on February

2009 to shareholders of record on January 2009 Subsequent to the Change of Domicile on

March 12 2009 Tycos shareholders approved an annual dividend of CHF 0.93 to be paid out of

registered share capital in four quarterly installments On March 12 2009 and May 2009 Tycos

Board of Directors declared the first and second installments of the quarterly dividend on the

Companys common shares of $0.21 which were paid on May 27 2009 and August 26 2009

respectively to shareholders of record on April 30 3009 and July 31 2009 respectively On

September 10 2009 Tycos Board of Directors declared the third installment of the quarterly dividend

on the Companys common shares of CHF 0.23 per share or $0.22 per share converted at the U.S

dollar/Swiss franc exchange rate as of October 30 2009 This dividend is payable on November 24
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2009 to shareholders of record on October 30 2009 and will be converted at the U.S dollar/Swiss franc

exchange rate in effect shortly before the payment date

Dividend Policy

Pursuant to Swiss law dividend payments made prior to January 2011 are subject to Swiss

withholding taxes unless made in the form of return of capital from our registered share capital As

result we intend to first pay dividends in the form of reduction of registered share capital

denominated in Swiss francs until at least January 2011 However we expect to actually pay
dividends in U.S dollars based on exchange rates in effect shortly before the payment date

Fluctuations in the value of the U.S dollar compared to the Swiss franc between the date the dividend

is declared and paid will increase or decrease the U.S dollar amount required to be paid We manage
the potential variability in cash flows associated with the dividend payments by entering into derivative

financial instruments used as economic hedges of the underlying risk After January 2011 we expect

to make dividend payments in the form of reduction in contributed surplus which also may be made
free of Swiss withholding taxes We

expect to obtain shareholder approval of an annual dividend

amount each year at our annual general meeting and we expect to distribute the approved dividend

amount in four quarterly installments the timing of which will be determined by our Board of

Directors The timing declaration and payment of future dividends to holders of our common shares

will depend upon many factors including our financial condition and results of operations the capital

requirements of our businesses industry practice and any other relevant factors Future dividends will

be proposed by our Board of Directors and as stated above require shareholder approval Dividends

paid from contributed surplus also require shareholder approval but may be denominated and paid in

U.S dollars
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Performance Graph

Set forth below is graph comparing the cumulative total shareholder return on Tycos common

shares against the cumulative return on the SP 500 Index Dow Jones U.S Industrials Index and the

SP 500 Industrials Index assuming investment of $100 on September 30 2004 including the

reinvestment of dividends The graph shows the cumulative total return as of the fiscal years ended

September 30 2005 September 29 2006 September 28 2007 September 26 2008 and September 25

2009 In July 2007 Tyco began using performance share units as component of its annual equity

incentive program The benchmark against which Tycos total shareholder return is measured is the

SP 500 Industrials Index As result the SP 500 Industrials Index will replace the Dow Jones U.S

Industrials Index in the performance graph below

Tyco International Ltd SP 500 Index

SP 500 Industrials Index -- Dow Jones U.S Industrials Index

Total Return To Shareholders

Includes reinvestment of dividends

Annual Return Percentage

Years Ended

Company/Index 9/05 9/06 9/07 9/08 9/09

Tyco International Ltd 8.01 1.59 2.61 17.67 3.58

SP 500 Index 12.25 10.79 16.44 18.85 11.56

SP 500 Industrials Index 13.03 8.34 20.96 15.16 8.00

Dow Jones U.S Industrials Index 2.38 7.14 24.01 32.60 20.46
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9/04 9/05 9/06 9/07 9/08 9/09

Tyco International Ltd $100 00 91 99 93 46 95 90 78 96 76 13

SP 500 Industrials Index 100.00 112.25 124.36 144.81 117.51 103.92

SP Industrials 100.00 113.03 122.46 148.13 125.68 115.62

Dow Jones U.S Industrials Index 100.00 102.38 109.69 136.03 91.68 72.92

Equity Compensation Plan Information

The following table provides information as of September 25 2009 with respect to Tycos common
shares issuable under its equity compensation plans

Equity Compensation Plan

Number of securities

remaining available for future

Number of securities issuance under equity
to be issued upon Weighted-average compensation plans

exercise of outstanding exercise price of excluding securities reflected

options outstanding options in column
Plan Category

Equity compensation plans approved

by security holders

2004 Stock and Incentive Plan1 22747724 $43.99 26477465
LTIP Plan2 4223461 36.71

ESPP3
_________ 2919845

26971185 29397310

Equity compensation plans not

approved by security holders

LTIP II Plàn4 $53.78

SAyE5 375906 32.82 7024865

5319516 7024865

Total 32290701 36422175

The Tyco International Ltd 2004 Stock and Incentive Plan provides for the award of stock options restricted shares and

other equity and equity-based awards to Board members officers and non-officer employees Amount shown under shares

outstanding includes 200358 deferred stock unit DSU grants and dividend equivalents earned on each DSU account
17393133 shares to be issued upon exercise of options 3736710 restricted stock units and 1417523 performance share

units representing target payout There are currently no restricted share awards outstanding under this plan Amount shown
under shares available reflects the aggregate shares available under Tyco International Ltd Long Term Incentive Plan

LTIP LTIP II and the 2004 Stock and Incentive Plan Shares available under LTIP and LTIP II in March 2004 were
rolled into the 2004 Stock and Incentive Plan as of the inception of the Plan

The LTIP allows for the grant of stock options and other equity or equity-based grants to Board members officers and
non-officer employees Amount shown includes 3356003 shares to be issued upon exercise of options and 867458 DSU
grants and dividend equivalents eat-ned on each DSU account Of the 3.3 million shares 83208 are outstanding stock

options assumed in connection with acquisitions at weighted-average exercise price of $127.03 No additional options may
be granted under those assumed plans 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 2919845 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 were purchased in the open market The ESPP was suspended indefinitely during the fourth

quarter of 2009

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 to Board members officers and non-officer employees under the LTIP or the LTIP II LTIP II allowed

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 subsidiary could receive options to purchase Tyco
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common shares ii stock appreciation rights iii awards payable in cash common shares other securities or other

property based on the achievement of performance goals iv dividend equivalents consisting of right to receive

payments equivalent to dividends declared on Tyco common shares and other stock-based awards as determined by the

Compensation and Human Resources Committee Coffimittee The exercise price of options and stock appreciation

rights would generally be fair market value on the date of grant but could be lower in certain circumstances No individual

could receive awards for more than 12000000 shares or 3000000 shares on 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 events iiicluding change of control The

shares granted under the LTIP II will be issued at vesting under the 2004 Stock and Incentive Plan

The Tyco International Ltd United Kingdom UK Savings Related Share Option Plan SAYE is UK Inland

Revenue approved plan for UK employees pursuant to which employees were granted options to purchase shares at the

end of three years of service at 15% discount off of the market price at time of grant Employees made monthly

contributions that were at the election of the employee used for the purchase price of shares or the contribution could

have been returned to the employee The total amount of shares that may have been purchased at the end of the three

years of service was equal to the total of the monthly contributions plus tax-free bonus amount equal to multiple 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 was administered by the Companys International

Benefits Oversight Committee appointed by the Committee The International Benefits Oversight Committee among other

things determined when to grant options and set the option price The SAYE Plan was approved on November 1999 for

ten year period and has expired according to its terms on November 2009 The International Benefits Oversight

Committee has not approved any
additional grants since the last annual grant on October 2008 and it has not applied for

approval of replacement for the SAYE Plan at this time

Issuer Purchases of Equity Securities

Maximum 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

6/27/097/24/09

7/25/098/28/09

8/29/099/25/09 $900000000

During the quarter the Company did not repurchase any common shares on the NYSE as part of

the $1.0 billion share repurchase program approved by the Board of Directors in July 2008 2008
Share Repurchase Program Approximately $900 million remained outstanding under the 2008 Share

Repurchase Program as of September 25 2009
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Item Selected Financial Data

The following table sets forth selected consolidated financial data of Tyco This data is derived

from Tycos Consolidated Financial Statements for the five years ended September 25 2009

September 26 2008 September 28 2007 September 29 2006 and September 30 2005 respectively

This selected financial data should be read in conjunction with Tycos Consolidated Financial

Statements and related Notes included elsewhere in this Annual Report as well as the section of this

Annual Report titled Item Managements Discussion and Analysis of Financial Condition and

Results of Operations

20O9 20082 20O7 2OO6 2OO5

in millions except per share data

Consolidated Statements of Operations Data

Net revenue $17237 $20199 $18477 $17066 $16385

Loss income from continuing operations 1833 1095 2524 817 573

Net loss income 1798 1553 1742 3590 3094
Basic earnings per share

Loss income from continuing operations 3.87 2.26 5.10 1.63 1.14

Net loss income 3.80 3.21 3.52 7.14 6.15

Diluted earnings per share

Loss income from continuing operations 3.87 2.25 5.10 1.59 1.11

Net loss income 3.80 3.19 3.52 6.95 5.85

Cash dividends per
share6 0.84 0.65 1.60 1.60 1.25

Consolidated Balance Sheet Data End of Year7
Total assets $25553 $28804 $32815 $63011 $62465

Long-term debt 4029 3709 4080 8856 10077

Shareholders equity 12941 15494 15624 35387 32619

Loss from continuing operations for the year ended September 25 2009 includes goodwill and intangible asset impairment

charges of $2.7 billion $251 million of restructuring asset impairment and divestiture charges net and $33 million of

incremental stock option charges for share-based payment transactions Loss from continuing operations also includes

charges of $125 million related to unresolved legacy security litigation matters Net loss also includes $35 million of income

net of income taxes from discontinued operations

Income from continuing operations for the year ended September 26 2008 includes class action settlement credit net of

$10 million $10 million of goodwill and intangible asset impairment charges $4 million of separation costs restructuring

asset impairment and divestiture charges net of $247 million $42 million of incremental stock option charges for share-

based payment transactions and $258 million loss on extinguishment of debt related to consent solicitations and exchange

offers and termination of bridge loan facility Net income also includes $458 million of income net of income taxes from

discontinued operations

Loss from continuing operations for the year ended September 28 2007 includes class action settlement charge net of

$2862 billion $105 million of separation costs $59 million goodwill and intangible asset impairment charges related to

the reorganization to new management and segment reporting structure restructuring asset impairment and divestiture

charges net of $198 million $120 million of incremental stock option charges for share-based payment transactions

$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 income taxes from discontinued operations

Income from continuing operations for the year ended September 29 2006 includes charge of $100 million related to the

Voluntary Replacement Program which is included in cost of sales Also included are $49 million of separation costs

restructuring asset impairment and divestiture charges net of $15 million $84 million of incremental stock option charges

for share-based payment transactions $72 million of income related to settlement with former executive and $48 million

of income resulting from reduction in our estimated workers compensation liabilities primarily due to favorable claims

experience Net income includes $2787 million of income net of income taxes from discontinued operations as well as

$14 million loss net of income taxes related to cumulative effect adjustment recorded in conjunction with our accounting

for conditional asset retirement obligations
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Income from continuing operations for the year ended September 30 2005 includes restructuring asset impairment and

divestiture charges net of $41 million $70 million charge related to certain former executives employment $50 million

charge related to an SEC enforcement action loss of $405 million related to the retirement of debt as well as

$109 million of income related to court-ordered restitution award Net income also includes $2500 millionof income net

of income taxes from discontinued operations as well as $21 million gain net of income taxes related to cumulative

effect adjustment recorded in conjunction with the change in measurement date for pension and postretirement benefit

plans

See Item 5. Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of Equity

Securities for further discussion of the Companys dividend policy and 2009 quarterly dividends Cash dividends per share

for the years ended 2007 2006 and 2005 represent that of Tyco pre-Separation which included Covidien and Tyco

Electronics

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 Managements Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial 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 analysis contains forward-

looking statements that involve risks uncertainties and assumptions Our actual results may differ

materially from those anticipated in these forward-looking statements as result of many factors

including but not limited to those under
the headings Risk Factors and Forward-Looking

Information

Introduction

The Consolidated Financial Statements include the consolidated results of Tyco International Ltd

company organized under the laws of Switzerland and its subsidiaries hereinafter collectively

referred to as we the Company or Tyco The financial statements have been prepared in

United States dollars USD and in accordance with accounting principles generally accepted in the

United States GAAP
The Company operates in the following business 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 oil gas and other energy markets along with general process

industries and the water and wastewater markets

Fire Protection Services designs sells installs and services fire detection and fire suppression

systems for commercial industrial and governmental customers

Electrical and Metal Products designs manufactures and sells galvanized steel tubing armored

wire and cable and other metal products for non residential construction electrical fire and

safety and mechanical customers

Safety Products designs manufactures and sells fire suppression electronic 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 Protection Services

We also provide general corporate services to our segments and these costs are reported as

Corporate and Other

References to the segment data are to the Companys continuing operations Certain prior period

amounts have been reclassified to conform to the current period presentation The Company has

realigned certain business operations as of September 27 2008 which resulted in certain prior period

segment amounts being recast See Note 20 to the Consolidated Financial Statements

Overview and Outlook

Overall fiscal
year

2009 results were negatively affected by the economic downturn which

adversely impacted our businesses across nearly all geographies and industries Revenue decreased by

$3.0 billion or 14.7% compared to 2008 and goodwill and intangible asset impairment charges were

largely responsible for an operating loss of $1.5 billion for the year compared to operating income of

$1.9 billion in 2008 Approximately one half of the 2009 revenue decline was due to the general

strengthening of the U.S dollar during 2009 as over half of our revenue is generated outside the .U.S

The remaining revenue decline was due in large part to our Electrical and Metal Products business
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which saw historically low volumes in 2009 The impact of the weakened global economy on product

and systems installation revenue also significantly contributed to the
year-over-year

decline On the

other hand service revenue continued to grow as percentage of our overall revenue from 35% in

2008 to 39% in 2009 Our service revenues are principally derived from our ADT Worldwide and Fire

Protection Services businesses and represent predictable and consistent source of revenue Recurring

revenue in our ADT Worldwide business now represents approximately 55% of ADTs total revenue

compared to approximately 50% in 2008 In the Fire Protection Services business service revenue

increased as percentage of Fire Protections total revenue from 48% in 2008 to 49% in 2009

Operating income declined in 2009 compared to 2008 due in large part to non-cash goodwill and

intangible asset impairment charges of approximately $2.7 billion during 2009 Operating income was

also negatively affected by charges related to restructuring asset impairment and divestiture activity of

approximately $251 million and charges related to legacy legal matters of approximately $125 million

To lesser degree operating income was negatively impacted by reduced volumes due to the economic

downturn Operating income benefited from number of key cost containment actions taken in 2009

and 2008 as well as restructuring actions taken in prior periods We continue to be aggressive in

identifying cost saving opportunities and restructuring activities that should benefit the Company when

the economy improves During 2010 we expect to incur an additional $100 million to $150 million of

charges related
to restructuring activity

As of September 25 2009 the Companys cash balance was $2.4 billion as compared to

$1.5 billion as of September 26 2008 The increase from 2008 to 2009 was primarily due to cash flow

from operating activities and proceeds received from the issuance of long-term debt In 2010 we expect

to continue to use our cash to fund internal growth opportunities improve productivity across all of

our businesses make acquisitions that strategically fit within our ADT Worldwide Fire Protection

Services and Flow Control businesses and return capital to shareholders In 2010 we expect to continue

our portfolio refinement efforts by exiting areas that have not provided and are not expected to

provide an adequate return on investment Finally in 2010 we will continue to focus on growing

revenue in key emerging markets and as noted above taking advantage of restructuring opportunities

that are expected to provide significant future cost savings

Goodwill and Intangible Asset Impairments

Annually in the fiscal fourth quarter and mOre frequently if triggering events occur the Company

tests goodwill and indefinite-lived intangible assets for impairment by comparing the fair value of each

reporting unit or indefinite-lived intangible assets with its carrying amount

During the second quarter of 2009 the Company concluded that its EMEA Security and EMEA
Fire reporting units within the ADT Worldwide and Fire Protection Services segments respectively

Electrical and Metal Products reporting unit within the Electrical and Metal Products segment and

Access Control and Video Systems ACVS Life Safety and Sensormatic Retail Solutions SRS
reporting units within the Safety Products segment experienced triggering events such that the carrying

values of these reporting units likely exceeded their fair values As result of the triggering events the

Company performed long-lived asset goodwill and intangible asset impairment tests for these reporting

units and certain of the Companys trade names and franchise rights The results of the goodwill

impairment tests indicated that the implied goodwill amount was less than the carrying amount of

goodwill for each of the aforementioned reporting units The Company recorded an aggregate
non-cash

impairment charge of $2.6 billion $2.6 billion after-tax during the second quarter of 2009 The

non-cash impairment charge was recorded in goodwill and intangible asset impairments in the

Companys Consolidated Statements of Operations for the quarter ended March 27 2009

Also during the second quarter of 2009 the Companys estimates of future cash flows used in

determining the fair value of its Safety Products segment Sensormatic tradename as well as certain
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ADT Worldwide segment franchise rights were revised downward relative to the estimates used in the

Companys tests during the fourth quarter of 2008 The results of the impairment test indicated that

the Safety Products Sensormatic tradename and ADT Worldwide franchise rights estimated fair values

were less than their respective carrying amounts As result the Company recorded an aggregate

non-cash impairment charge of $64 million $40 million after-tax during the second quarter
of 2009

The non-cash impairment charge was recorded in goodwill and intangible asset impairments in the

Companys Consolidated Statements of Operations for the quarter
ended March 27 2009

Operating Results

Net revenue operating loss income and net loss income for the years ended September 25

2009 September 26 2008 and September 28 2007 were as follows in millions

2009 2008 2007

Revenue from product sales $10482 $13064 $11816

Service revenue 6755 7135 6661

Net revenue $17237 $20199 $18477

Operating loss income 1487 $1941 1732

Interest income 44 110 104

Interest expense
301 396 313

Other expense net 224 255

Loss income from continuing operations before income taxes

and minority interest 1751 1431 2196

Income tax expense
78 335 324

Minority interest

Loss income from continuing operations 1833 1095 2524

Income from discontinued operations net of income taxes 35 458 782

Net loss income $1798 $1553 $1742

Net revenue decreased $3.0 billion or 14.7% for 2009 as compared to 2008 in large part due to

changes in foreign currency exchange rates which negatively affected 2009 by $1.5 billion The

remaining decrease in revenue was driven primarily by lower volume of steel products in our Electrical

and Metal Products segment and weakness in the commercial markets including the retailer end

market which negatively impacted our ADT Worldwide and Safety Products segments Revenues were

positively
affected by $110 million for acquisitions and divestitures primarily in our ADT Worldwide

segment
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Operating income decreased $3.4 billion to an operating loss of $1.5 billion for 2009 The
operating loss included an aggregate goodwill impairment charge of $2.6 billion relating to reporting
units in our Electrical and Metal Products ADT Worldwide Fire Protection Services and Safety
Products segments and

intangible asset impairment charges of $64 million
relating to assets at our ADT

Worldwide and Safety Products segments for 2009 Additionally lower volumes primarilyin our
Electrical and Metal Products and Safety Products segments negatively impacted operating income In

addition 2009 included legacy legal settleiiient charges of $125 million as well as restructuring asset

impairment and divestiture charges net of $251 million Operating income for 2008 included

Separation related costs of $4 million restructuring asset impairment and divestiture charges net of

$247 million and legacy settlement charge of $29 million offset by credit of $10 million for class

action settlement recoveries Changes in foreign currency exchange rates negatively affected
operating

income by $61 million for 2009

Results by Geographic Area

Net revenue by geographic area for the years ended September 25 2009 September 26 2008 and

September 28 2007 was as follows in millions

2009 2008 2007

Net revenuet1

United States 8304 9465 8910
Other Americas 1520 1733 1419

Europe Middle East and Africa 4706 5749 5338
Asia-Pacific 2707 3252 2810

$17237 $20199 $18477

Revenue is attributed to individual countries based on the reporting entity that records the transaction

Segment Results

The segment discussions that follow describe the significant factors contributing to the changes in

results for each of our segments included in continuing operations

ADT Worldwide

Net revenue goodwill and intangible asset impairments operating income and operating margin
for ADT Worldwide for the years ended September 25 2009 September 26 2008 and September 28
2007 were as follows in millions

2009 2008 2007

Revenue from product sales $2226 $2668 $2542
Service revenue 4789 5063 4746

Net revenue $7015 $7731 $7288

Goodwill and intangible asset impairments 635 52

Operating income 233 906 817

Operating margin 11.7% 11.2%

Certain operating margins have not been presented as management believes such calculations are not meaningful
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Net revenue by geographic area for ADT Worldwide for the years
ended September 25 2009

September 26 2008 September28 2007 was as follows in millions

2009 2008 2007

North America $4170 $4218 $4094

Europe Middle East and Africa 1834 2355 2214

Rest of World 1011 1158 980

$7015 $7731 $7288

Net revenue for ADT Worldwide decreased $716 million or 9.3% during 2009 as compared to

2008 This decrease was primarily driven by the unfavorable impact of changes in foreign currency

exchange rates of $590 million Revenue was positively affected by $152 million for the net impact of

acquisitions and divestitures Revenue from product sales decreased 16.6% and service revenue

decreased 5.4% 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 Approximately 55% of ADTs total net revenue is contractual atid is

considered recurring revenue Recurring revenue declined 3.6% during 2009 primarily as result of

changes in foreign currency exchange rates which unfavorably impacted recurring revenue by 7.5%

offset by growth in North America and Asia Systems installation and service revenue declined 15.3%

partially due to result of changes in foreign currency exchange rates which unfavorably impacted

system installation and service revenue by 8.3% and lower sales volume due to continued weakness in

the commercial markets including the retailer end market Geographically revenue in North America

decreased $48 million or 1.1% resulting
from reduced spending primarily in the commercial markets

including the retailer end market Revenue in EMEA decreased $521 million or 22.1% largely as

result of foreign currency exchange rates which had an unfavorable impact of $323 million The

remaining decrease in EMEA was primarily
result of decline in systems

installation and service

revenue due to slowdown in the commercial markets including the retailer end market Revenue

declined $147 million or 12.7% in the Rest of World geographies which was primarily due to the

unfavorable impact of changes in foreign currency exchange rates of $219 million partially offset by

growth in Asia and Latin America

Attrition rates for customers in our ADT Worldwide business increased over the prior year to

13.4% on trailing 12-month basis for 2009 as compared to 12.9% for 2008 and 12.3% in 2007 The

increased attrition was primarily due to adverse market conditions in the United Kingdom Continental

Europe South Africa Asia and Australia

Operating income in 2009 decreased $673 million as compared to 2008 Based on the deterioration

in the commercial markets including the retailer end market discussed above the Company recorded

goodwill impairment charge of $613 million related to its ADT EMEA reporting unit and intangible

asset impairment charges of $22 million related to certain franchise rights within North America during

the second quarter of 2009 The decrease is also related to the unfavorable impact of changes in

foreign currency exchange rates of $44 million The decrease was further driven by the decline in sales

volume as well as an increase in bad debt charges both as result of the weakness experienced in the

commercial markets including the retailer end market and the current adverse global economic

conditions Additionally advertising costs increased which adversely affected operating income

Operating income was negatively impacted by restructuring asset impairment and divestiture charges of

$87 million in 2009 Operating income in 2008 included restructuring charges of $94 million and

expenses of $51 million primarily to convert customers from analog to digital signal transmission in

North America There were no charges related to converting customers to digital signal during 2009

The decline in operating income was partially offset by savings realized through cost containment and

restructuring actions
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Net revenue for ADT Worldwide increased $443 million or 6.1% during 2008 with product
revenue up 5.0% and service revenue up 6.7% as compared to 2007 Approximately 50% of ADTs
total net revenue is contractual and is considered

recurring revenue Overall recurring revenue grew
7.2% during 2008 while systems installation and service revenue grew 4.9% Geographically North
America grew 3% resulting largely 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 The

year-over-year net revenue increase in North
America was partially offset by weakness in the retailer end market during the fourth

quarter of 2008
Revenue in the EMEA region increased $141 million or 6.4% as result of foreign currency exchange
rates which had favorable impact of $142 million This increase was partially offset by 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 foreign 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 $204 million The net impact of acquisitions

divestitures and other activity positively affected revenue by $27 million

Operating margin in ADT Worldwide increased to 11.7% in 2008 from 11.2% in 2007 North
America is one of the most profitable geographic areas for ADT Worldwide with 2008 and 2007

operating margin of 15.8% and 16.9% respectively Margins in North America were negatively

impacted by $57 million of
restructuring and asset impairments in 2008 compared to $6 million in 2007

Restructuring charges in 2008 include $58 million relating to the reacquisition of certain franchise

rights that were deemed to be unfavoräbTe 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 growth in
recurring revenue partially

offset by declines in the retailer end market ADT EMEA had 2008 and 2007 operating margin of

5.0% and 2.5% respectively EMEAs opetating income included $34 million of restructuring and

impairments in 2008 compared with $67 million in 2007 EMEA margins benefited from reduced costs

as result of the restructuring program which was partially offset by volume decreases as discussed

above

Operating income in 2008 increased $89 million or 10.9% as compared to 2007 Factors that

positively 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-lived asset impairment charges
The decrease in depreciation 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 expense was partially offset by increased net expenses of $51 million
which primarily related to converting customers from analog to digital signal transmissions in North
America Results for 2007 include goodwill impairment charges due to the reorganization of our

management and segment reporting structure following the Separation
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Flow Control

Net revenue operating income and operating margin for Flow Control for the years ended

September 25 2009 September 26 2008 and September 28 2007 were as follows in millions

2009 2008 2007

Revenue from prodUct sales $3580 $4201 $3618

Service revenue 270 217 148

Net revenue $3850 $4418 $3766

Operating income 518 618 457

Operating margin 13.5% 14.0% 12.1%

Net revenue for Flow Control decreased $568 million or 12.9% in 2009 as compared to 2008 The

decrease in net revenue was primarily driven by the unfavorable impact of changes in foreign currency

exchange rates of $462 million Revenue also decreased due to reduced volume in the water business

and reduced project activity in the energy end market of the thermal controls business The decrease in

revenue was partially offset by an increase in the valves business primarily from the energy end market

in EMEA The net impact of acquisitions and divestitures unfavorably impacted net revenue by

$3 million in 2009 and favorably impacted net revenue by $16 million in 2008

Operating income decreased $100 million or 16.2% in 2009 as compared to 2008 The decrease in

operating income was primarily due to the unfavorable impact of changes in foreign currency exchange

rates of $73 million as well as decreased volume in the water businesses discussed above offset by

margin improvements in the valves business Margins were also negatively impacted by restructuring

asset impairment and divestiture charges of $29 million Additionally management estimates that

$5 million of additional charges resulting from restructuring actions were incurred during 2009

Restructuring asset impairment and divestiture charges were $8 million in 2008 Additionally selling

general and administrative expenses in 2008 included an environmental remediation charge of

$6 million related to the closure of facility in North America The decline in operating income was

partially offset by savings realized through cost containment and restructuring actions

Net revenue for Flow Control increased $652 million 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 lesser extent the water business The increase in the valves business was

primarily driven by project growth in the oil and gas industry while the thermal business benefited

primarily from 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 facility in North America as compared to no charges in 2007
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Fire Protection Services

Net revenue goodwill and intangible asset impairments operating income and operating margin
for Fire Protection Services for the years ended September 25 2009 September 26 2008 and

September 28 2007 were as follows in millions

2009 2008 2007

Revenue from product sales $1751 $2013 $1982
Service revenue 1677 1826 1744

Net revenue $3428 $3839 $3726

Goodwill and
intangible asset impairments 180

Operating income 68 325 283

Operating margin _1 8.5% 7.6%

Certain operating margins have not been presented as management believes sUch calculations are not meaningful

Net revenue for Fire Protection Services decreased $411 million or 10.7% during 2009 as

compared to 2008 This decrease was primarily due to the impact of unfavorable changes in foreign

currency exchange rates of $294 million Additionally revenue declined due to the continued weakness

in the commercial market and current adverse global economic conditions Revenue from product sales

includes sales and installation of fire protection and other systems Service revenue consists of

inspection maintenance service and monitoring of fire detection and suppression systems

Geographically revenue in our international fire businesses decreased by $294 million
largely due to

the impact of unfavorable changes in foreIgn currency exchange rates discussed above as well as the

continued weakness in the European commercial markets Additionally revenue in our North America

SimplexGrinnell business decreased by $116 million primarily due to decline in systems installation

and upgrade activity in the sprinkler business

Operating income decreased $257 million during 2009 as compared to 2008 The decrease was

primarily due to $180 million goodwill impairment in EMEA recorded during 2009 compared to

$9 million goodwill impairment in Latin America recorded during 2008 The decrease was further

driven by the decline in sales volume discussed above as well as an increase in bad debt charges bOth

as result of the weakness experienced in the commercial markets and the current adverse global
economic conditions There were restructuring asset impairment and divestiture tharges of $45 million

in 2009 as compared to $25 million in 2008 Additionally operating income decreased due to the

unfavorable impact of changes in foreign currency exchange rates of $9 million The decline in

operating income was partially offset by savings realized through cost containment and restructuring
actions

Net revenue for Fire Protection Services increased $113 million or 3.0% during 2008 as compared
to 2007 driven by increases in both product sales and service revenues This increase in product sales

was aided by foreign currency exchange rates which had favorable impact of $74 million The
increase in service revenue related to growth in service work and sprinkler contracting in North

America and Asia primarily as result of an increase in demand from the education and heàlthcare

industries in North America and commercial expansion in the Asia region Additionally changes in

foreign currency exchange rates had favorable impact of $60 million on service revenue The increase

was partially offset by reduced revenue in EMEA and Australia/New Zealand primarily due to

decline in contracting revenue as result of strategic initiative to 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

$134 million
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Operating income increased $42 million or 14.8% during 2008 as compared to 2007 resulting

largely from increased volume and improved margins primarily in North America and to lesser

extent Asia and EMEA The increase in operating income during 2008 was partially offset by

$25 million of restructuring asset impairment and divestiture charges Also operating income was

unfavorably impacted by $9 million due to goodwill impairment in the Latin America reporting unit

Electrical and Metal Products

Net revenue goodwill and intangible asset impairments operating income and operating margin

for Electrical and Metal Products for the years ended September 25 2009 September 26 2008 and

September 28 2007 were as follows in millions

2009 2008 2007

Revenue from product sales $1389 $2266 $1970

Service revenue

Net revenue $1392 $2272 $1974

Goodwill and intangible asset impairments 935

Operating loss income 940 342 159

Operating margin
_1 15.1% 8.1%

Certain operating margins have not been presented as management believes such calculations are not meaningful

Net revenue for Electrical and Metal Products decreased $S80 million or 38.7% in 2009 as

compared to 2008 The decrease in revenue was primarily
due to lower volume and selling prices of

steel products largely resulting from decline in the commercial market in North America Lower

volume and selling prices for armored cable products also contributed to the decline Changes in

foreign currency exchange rates had an unfavorable impact of $52 million The net impact of

acquisitions and divestitures negatively affected revenue by approximately $31 million

Operating income decreased $1.3 billion in 2009 as compared to 2008 Based on the sales volume

decrease as well as the significant decline in the price of steel the Company recorded goodwill

impairment charge of $935 million during the second quarter of 2009 There was no goodwill

impairment recorded during 2008 The decrease in operating income also related to volume declines as

well as lower spreads for steel products Spreads f0r steel products continued to decline as direct

result of higher raw material costs and lower selling prices Lower restructuring and divestiture charges

incurred in 2009 as compared to similar charges incurred in 2008 partially offset the decline in

operating income discussed above Results for 2009 included restructuring and divestiture charges of

$21 million as compared to $43 million for 2008 Additionally management estimates that $1 million of

additional charges resulting from restructuring actions were incurred during 2009

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 lesser extent armored cable products partially offset by decreased sales

volume for both products Changes in foreign currency exchange rates had favorable impact of

$44 million

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 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 operating income during 2008 was partially
offset by $43 million of restructuring asset

impairment and divestiture charges as compared to $7 million in 2007
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Safety Products

Net revenue goodwill and intangible asset impiirments operating income and operating margin
for Safety Products for the

years ended September 25 2009 September 26 2008 and September 28
2007 were as follows in millions

2009 2008 2007

Revenue from product sales $1536 $1916 $1704
Service revenue 16 18 15

Net revenue $1552 $1934 $1719

Goodwill and intangible asset impairments 955

Operating loss income 789 284 274

Operating margin 14.7% 15.9%

Certain operating margins have not been presented as management believes such calculations are not meaningful

Net revenue for Safety Products decreased $382 million or 19.8% during 2009 as compared to

2008 The decrease is primarily related to reduced volume in our fire suppression business life safety
and electronic security businesses which continued to be impacted by the soft economic conditions

The remaining decrease is related to the unfavorable impact of changes in foreign currency exchange
rates of $122 million The decrease in our fire suppression business was primarily due to reduced

spending in the commercial construction market The decrease in the life safety business was primarily
due to reduced municipal spending The electronic security business decrease was primarily due to the

slow down in the retail sector as retail capital projects and new store openings were canceled or

delayed

Operating income decreased $1.1 billion in 2009 as compared to 2008 The decline is primarily
attributable to goodwill and intangible impairment charges of $955 million recorded during the quarter
ended March 27 2009 as result of the continued slowdown in the commercial and retail markets As
discussed above decreased sales volume within the fire suppression life safety and electronic security
businesses also negatively impacted operating income Operating income was negatively impacted by

restructuring asset impairment and divestiture charges of $46 million during 2009 Additionally

management estimates that $9 million of additional charges resulting from restructuring actions were

incurred during 2009 The same period in the prior year included $73 million of restructuring and asset

impairment charges Operating income also decreased by $18 million due to unfavorable changes in

foreign currency exchange rates Operating income was also negatively impacted by charge of

$8 million relating to the amount of
depreciation and amortization expense that would have been

recorded had business that was previously classified as held for sale been continuously classified as

held and used see Note to the Consolidated Financial Statements

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 lesser extent electronic

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 result of increased spending by fire departments and from increased selling prices
The increase in the electronic security business was partially due to higher volume and new product
introductions primarily related to casinos and schools Favorable changes in foreign currency exchange
rates of $76 million also contributed to the increase in revenue

Operating income increased $10 million or 3.6% in 2008 as compared to 2007 The increase in

operating income was primarily attributable to increased sales volume along with the impact of cost
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savings from operational excellence initiatives The increase in operating income during 2008 was

partially offset by $73 million of restructuring asset impairment and divestiture charges net as

compared to $29 million in 2007

Corporate and Other

Corporate expense for 2009 was $43 million higher as compared to the prior year primarily

resulting from charge of $125 million related to the settlement of legacy securities matters which was

partially offset by $16 million benefit related to settlement reached with former executive

Additionally corporate expense in 2009 included $16 million of restructuring asset impairment and

divestiture charges Corporate expense for 2008 included net charges of$28 million composed of

$29 million charge for legacy legal settlement $4 million of separation costs and $5 million for

restructuring asset impairment and divestiture charges net offset by 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 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 $29 million charge for legacy legal settlement

$4 million of separation costs and $5 million for restructuring asset impairment and divestiture charges

net offset by 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

Legal Settlements

In the first half of fiscal 2009 the Company settled number of legal matters stemming from

alleged violations of federal securities laws committed by former senior management including several

lawsuits from plaintiffs that had opted out of the June 2007 class action settlement for an aggregate

amount of approximately $90 million Pursuant to the Separation and Distribution Agreement the

Companys share of this amount was approximately $24 million with Covidien and Tyco Electronics

responsible for approximately $38 million and $28 million respectively

During the second quarter of 2009 the Company concluded that its best estimate of probable loss

for its unresolved legacy securities matters was $375 million Due to the fact that any payments

ultimately made in connection with these matters would be subject to the sharing provisions of the

Separation and Distribution Agreement the Company also recorded receivables from Covidien and

Tyco Electronics in the amounts of $158 million and $116 million respectively As result the

Company recorded net charge of $101 million during the quarter
ended March 27 2009 in selling

general and administrative expenses related to these unresolved matters

In the second half of fiscal 2009 the Company agreed to settle with all of the remaining plaintiffs

that had opted-out of the class action settlement as well as plaintiffs
who had brought ERISA related

claims for total of $271 million Pursuant to the Separation and Distribution Agreement the

Companys share of the settlement amount was approximately $73 million with Covidien and Tyco

Electronics responsible for approximately $114 million and $84 million respectively This settlement

activity did not result in the Company recording charge to its Consolidated Statements of Operations

as the Company had established reserve for its best estimate of the amount of loss during the second

quarter of 2009 as discussed above The Company continues to believe that the accrual remaining as of

September 25 2009 is its best estimate for the remaining unresolved claims Although the Company

has reserved its best estimate of probable loss related to unresolved legacy securities claims their
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ultimate resolution could differ from the estimate and could have material adverse effect on the

Companys financial position results of operations or cash flows

Interest Income and Expense

Interest income was $44 million in 2009 as compared to $110 million and $104 million in 2008 and

2007 respectively The decrease iii interest income in 2009 and the increase in interest income in 2008
is primarily related to $47 million of interest earned on funds held in escrow prior to settlement of the

class action during 2008 and lower investment yields during 2009

Interest expense was $301 million in 2009 as compared to $396 million in 2008 and $313 million in

2007 The decrease in interest expense in 2009 primarily relates to interest on the class action

settlement liability $47 million and cost related to our bridge loan of $48 million in 2008 The
increase in interest expense in 2008 was result of $47 million of interest on funds held in escrow

related to the class action settlement liability and increased costs related to our bridge loan and

revolving credit facilities

The weighted-average interest rate on total debt outstanding as of Septçmber 25 2009
September 26 2008 and September 28 2007 was 6.6% 6.2% and 6.3% respectively

In 2007 net interest amOunts were proportionally allocated to Covidien and Tyco 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 weighted average interest rate on debt including the impact of

interest rate swap agreements The portion of Tycos interest income allocated to Covidien and Tyco
Electronics was $35 million during 2007 The portion of Tycos interest expense allocated to Covidien

and Tyco Electronics was $242 million during 2007

Other Expense Net

Other expense net was $7 million in 2009 compared to $224 million in 2008 and $255 million in

2007 Other expense net in 2009 primarily relates to $14 million charge recorded as result of

decrease in the receivables due from Covidien and Tyco Electronics under the Tax Sharing Agreement
which was partially offset by income of $5 million relating to gain on derivative contracts used to

economically hedge the foreign currency risk related to the Swiss franc denominated dividends

Other expense net during 2008 includes $258 million on extinguishment of debt related to the

consent solicitation and exchange offers and termination of the bridge loan facility offset by income of

$6 million recorded in conifection with the settlement of its 3.125% Convertible senior debentures and
related financial instruments See Notes 12 and 14 to the Consolidated Finaæciàl Statements We also

recorded other-than-temporary impairments and realized losses on the sale of investments of $6 million

related primarily to investments in
corporate debt See Note to the Consolidated Financial

Statements Additionally we recorded $40 million of income as result of an increase in the

receivables due from Covidien and Tyco Electronics under the Tax Sharing Agreement in connection

with the adoption of the guidance pertaining to the accounting for uncertain income taxes We also

recorded $6 million of expense for other activity in accordance with the Tax Sharing Agreement during

2008

DUring 2007 other expense net consisted primarily of $259 thillion loss on early extinguishment
of debt incurred in connection with debt tender offers undertaken in connection with the Separation
for which no tax benefit is available 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
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$647 million with $259 million included in continuing operations and $388 million allocated to

Covidien and Tyco Electronics and included in discontinued operations

Income Taxes

Effective Income Tax Rate

The effective income tax rate for 2009 is not meaningful primarily as result of the loss driven by

the goodwill impairment charges of $2.6 billion for which almost no tax benefit is available Our

effective income tax rate was 23.4% for 2008 Income taxes during 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 result of the class action settlement

charge net of $2.862 billion and the loss on early extinguishment of debt of $259 million for which no

tax benefit is available Additionally taxes for 2007 were negatively impacted by tax costs related to the

Separation and were favorably impacted by the release of deferred tax valuation allowance related to

non-U.S tax rulings received during the period and reduced reserve requirements on certain legacy tax

matters

The valuation allowance for deferred tax assets of $791 million and $742 million as of

September 25 2009 and September 26 2008 respectively relates principally to the uncertainty of the

utilization of certain deferred tax assets primarily tax loss and credit carryforwards in various

jurisdibtions The valuation allowance was calculated and recorded when we determined that it was

more-likely-than-not that all or portion of our deferred tax assets would not be realized We believe

that we will generate sufficient future taxable income to realize the tax benefits related to the

remaining net deferred tax assets on our Consolidated Balance Sheets

The calculation of our tax liabilities involves dealing with uncertainties in the application of

complex tax regulations in multitude of jurisdictions across our global operations We record tax

liabilities for anticipated tax audit issues in the U.S and other tax jurisdictions
based on our estimate

of whether and the extent to which additional 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 circumstances

however due to the complexity of some of these uncertainties the ultimate resolution may result in

payment that is materially different from our current estimate of the tax liabilities Substantially all of

these potential tax liabilities are recorded in other liabilities in the Consolidated Balance Sheets as

payment is not expected within one year

Other Income Tax Matters

In connection with the spin-offs of Covidien and Tyco Electronics from Tyco Tyco entered into

Tax Sharing Agreement that governs the rights and obligations of each party
with respect to certain

pre-Separation income tax liabilities More specifically Tyco Covidien and Tyco Electronics share 27%
42% and 31% respectively of shared income tax liabilities that arise from adjustments made by tax

authorities to Tycos Covidiens and Tyco Electronics U.S and certain non-U.S income tax returns All

costs and expenses associated with the management of these shared tax liabilities are shared equally

among the parties Consistent with the sharing provisions of the Tax Sharing Agreement Tyco had

net receivable from Covidien and Tyco Electronics of $98 million and $126 million as of September 25

2009 and September 26 2008 respectively In addition as of both September 25 2009 and

September 26 2008 Tyco had recorded liability of $554 million representing the fair value of Tycos

obligations under the Tax Sharing Agreement

Tyco and its subsidiaries income tax returns periodically are examined by various tax authorities

In connection with these examinations tax authorities including the IRS have raised issues and
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proposed tax adjustments The Company is reviewing and contesting certain of the proposed tax

adjustments Amounts related to these tax adjustments and other tax contingencies and related interest

have been assessed as uncertain income tax positions and recorded as appropriate

For detailed discussion of contingencies related to Tycos income taxes see Note to the

Consolidated Financial Statements

Divest itures

We have continued to assess the strategic fit of our various businesses and we will pursue

divestiture of businesses that do not align with our long-term strategy

Held for Sale and Reflected as Continuing Operations

During the fourth quarter of 2009 we approved plan to sell business in our ADT Worldwide

segment This business has been classified as held for sale however its results of operations are

presented in continuing operations as the criteria for discontinued operations have not been met We
have assessed and determined that the carrying value of this business is recoverable and will continue

to assess recoverability based on current fair value less cost to sell until the business is sold Fair value

used for the impairment assessment was based on existing market conditions We expect to complete
the sale during fiscal 2010

During the third quarter of 2008 we approved plan to sell business in the Safety Products

segment This business had been classified as held for sale in our historical Consolidated Balance

Sheets During the second quarter of 2009 due to change in strategy by management we decided not

to sell the business As result the business no longer satisfied the requirements to be classified as

held for sale in our Consolidated Balance Sheet as of March 27 2009 Accordingly the Consolidated

Balance Sheet as of September 26 2008 was recast to reclassify the business from held for sale to held

and used We measured the business at the lower of its carrying amount before it was classified as

held for sale adjusted for depreciation and amortization expense that would have been recognized had

the business been continuously classified as held and used or ii fair value at the date the decision not

to sell was made We recorded charge of $8 million in the second quarter of 2009 relating to the

amount of depreciation and amortization expense that would have been recorded had the asset been

continuously classified as held and used

Discontinued Operations

As previously reported in our periodic filings in July 2008 we substantially completed the sale of

our Infrastructure Services business which met the criteria to be presented as discontinued operations
In order to complete the sale of Earth Tech Brasil Ltda ET Brasil and Earth Tech UK businesses

and certain assets in China we were required to obtain consents and approvals to transfer the legal

ownership of the business and assets On January 22 2009 we received the necessary consents and

approvals to transfer the legal ownership of our ET Brasil business to Carioca Christiani-Nielsen

Engenharia S.A and received cash proceeds of $13 million During the fourth quarter of 2008 we sold

our Earth Tech UK business and received net cash proceeds of $53 million However the gain was

deferred until receipt of the necessary consents and approvals On May 12 2009 we received the

necessary consents and approvals to transfer the legal ownership of our Earth Tech UK business to

AECOM Technologies Corporation AECOM and realized the deferred gain in our Consolidated

Statements of Operations during the third quarter of 2009 Furthermore on February 27 2009 we
received the

necessary consents to transfer certain of the China assets and received cash proceeds of

$18 million On May 2009 we received the necessary consents to transfer additional China assets and

received cash proceeds of $6 million On July 2009 we received the
necessary consents and approvals
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to transfer the remaining assets in China and received cash proceeds of $24 million As result of the

fiscal 2009 dispositions net pre-tax gain of $33 million was recorded in income from discontinued

operations net of income taxes in our Consolidated Statements of Operations for the
year

ended

September 25 2009

During 2008 we sold our Empresa de Transmissao de Energia do Oeste Ltda ETEO business

Ancon Building Products Ancon business Nippon Dry-Chemical Co Ltd NDC business and

European manufacturer of public address products and acoustic systems As discussed above we

substantially completed the sale of our Infrastructure Services Business during the fourth quarter of

2008 These businesses met the held for sale and discontinued operations criteria and have been

included in discontinued operations in all periods presented

In May 2008 we sold 100% of the stock of ETEO Brazilian subsidiary of our Infrastructure

Services business for $338 million of net cash proceeds and recorded pre-tax gain of $232 million

including the effects of the economic hedge of the purchase price discussed below The gain was

recorded in income from discontinued operations net of income taxes in our Consolidated Statements

of Operations for the year
ended September 26 2008 ETEO was part of our Corporate and Other

segment During September 2007 we entered into an economic hedge of the Brazilian Real

denominated contractual sale price of the ETEO business Since the hedging transaction was directly

linked to the proceeds from the sale of business that was reflected in discontinued operations we

began including the impact of the hedge in discontinued operations during the first quarter of 2008

During the third quarter
of 2008 we incurred pre-tax loss of $36 million on this hedge The impact

of the hedge in 2007 was not material

Additionally in fiscal year 2008 we settled contract dispute arising under our former

Infrastructure Services business In connection with the settlement we assessed our assets under the

original contract and concluded the assets were no longer recoverable resulting in $51 million charge

to discontinued operations

During April 2008 we sold Ancon manufacturer of stainless steel products used in masonry

construction Ancon was part of our Corporate and Other segment The sale was completed for

$164 million in net cash proceeds and pre-tax gain of $100 million was recorded which was largely

exempt from tax The gain was recorded in income from discontinued operations net of income taxes

in our Consolidated Statements of Operations for the year ended September 26 2008 During the

fourth quarter of 2008 we received an additional $6 million of proceeds related to the sale of Ancon

During February 2008 we sold NDC company in the Japanese fire protection industry NDC

was part of our Fire Protection Services and Safety Products segments The sale was completed for

$50 million in net cash proceeds and pre-tax gain of $7 million was recorded The gain was recorded

in income from discontinued operations net of income taxes in our Consolidated Statements of

Operations for the year ended September 26 2008

During January 2008 we sold European manufacturer of public address products and acoustic

systems which was part of our Fire Protection Services segment and recorded an $8 million pre-tax loss

on sale The loss was recorded in income from discontinued operations net of income taxes in our

Consolidated Statements of Operations

During the first quarter of 2007 Aquas Industriales de Jose C.A AIJ joint venture that was

majority owned by Infrastructure Services was sold for $42 million in net cash proceeds and pre-tax

gain of $19 million was recorded The gain was recorded in discontinued operations net of income

taxes in our Consolidated Statements of Operations AIJ was part of our Corporate and Other

segment
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During the third
quarter of 2007 we completed the Separation and have presented our Healthcare

and Electronics businesses as discontinued operations in all periods presented

In each period prior to the Separation net interest and loss on early extinguishment of debt which

is included in other expense net in the Consolidated Statements of Operations amounts were

proportionally allocated to Covidien and Tyco Electronics based on the debt amounts that we believe

were utilized by Covidien and Tyco Electronics historically inclusive of amounts directly incurred

Allocated net interest was calculated using our historical weighted-average interest rate on debt

including the impact of interest rate swap agreements These allocated amounts were included in

discontinued operations During 2007 allocated interest income interest expense and other expense
net was $35 million $242 million and $388 million respectively During 2007 we incurred pre-tax

separation costs related primarily to professional services and employee-related costs of $154 million

and $289 million respectively in discontinued operations

Additionally the year ended September 28 2007 includes tax charges related to the Separation

primarily for the write-off of deferred tax assets that are no longer realizable of $88 million in

discontinued operations

We have used available information to develop our best estimates for certain assets and liabilities

related to the Separation In limited instances final determination of the balances will be made in

subsequent periods During the year ended September 28 2007 $72 million was recorded through
shareholders equity primarily related to cash

true-up adjustment of $57 million and $15 million of

other items During the year ended September 26 2008 $70 million of other items were recorded

through shareholders equity During the
year

ended September 25 2009 $43 million was recorded

through shareholders equity $9 million of which related to pre-Separation income tax filing in non-
U.S jurisdiction and $34 million of other items The other items discussed above which aggregate

$119 million reflect immaterial adjustments to shareholders equity which were recorded to correct the

distribution amount at the date of Separation Adjustments in the future for the impact of filing final

income tax returns in certain jurisdictions where those returns include combination of our Covidien

and/or Tyco Electronics legal entities and for certain amended income tax returns for the periods prior

to the Separation may be recorded to either shareholders equity or the Consolidated Statements of

Operations depending on the specific item
giving rise to the adjustment

Acquisitions

During the year ended September 25 2009 cash paid for acquisitions totaled $50 million which

primarily related to the acquisition of Vue Technology Inc provider of radio frequency identification

RFID technology by our Safety Products segment

During the year ended September 26 2008 cash paid for acquisitions totaled $401 million which

primarily related to the acquisition of Winner Security Services LLC Winner Sensormatic Security

Corp SSC and First Service Security FirstService

During 2007 cash paid for acquisitions totaled $31 million primarily within our ADT Worldwide
Safety Products and Flow Control segments

These acquisitions were funded utilizing cash from operations The results of operations of the

acquired companies have been included in Tycos consolidated results from the respective acquisition
dates These acquisitions did not have material effect on the Companys financial position results of

operations or cash flows

For detailed discussion of acquisitions see Note to the Consolidated Financial Statements
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Critical Accounting Policies and Estimates

The preparation of Consolidated Financial Statements in conformity with GAAP requires

management to use judgment in making estimates and assumptions that affect the reported amounts of

assets and liabilities disclosure of contingent assets and liabilities and the reported amounts of revenue

and expenses The following accounting policies are based on among other things judgments and

assumptions made by management that include inherent risks and uncertainties Managements

estimates are based on the relevant information available at the end of each period

Depreciation and Amortization Methods for Security Monitoring-Related AssetsTyco generally

considers assets related to the acquisition of new customers in its electronic security business in three

asset categories internally generated residential subscriber systems internally generated commercial

subscriber systems collectively referred to as subscriber system assets and customer accounts acquired

through the ADT dealer program referred to as dealer intangibles Subscriber system assets include

installed property plant and equipment for which Tyco retains ownership and deferred costs directly

related to the customer acquisition and system installation Subscriber system assets and any deferred

revenue resulting from the customer acquisition are accounted for over the expected life of the

subscriber In certain geographical areas where the Company has large number of customers that

behave in similar manner over time the Company accounts for subscriber system assets andrelated

deferred revenue using pools with separate pools for the components of subscriber system assets and

any related deferred revenue based on the month and year
of acquisition

Effective as of the beginning of the third quarter of 2007 Tyco changed the depreciation method

and estimated useful life used to account for pooled subscriber system assets primarily in North

America and related deferred revenue from the straight-line method with lives ranging from 10 to

14
years

to an accelerated method with lives up to 15 years The accelerated method utilizes declining

balance rates based on geographical area ranging from 160% to 195% for residential subscriber pools

and 145% to 265% for commercial subscriber pools and converts to straight-line methodology when

the resulting depreciation charge is greater than that from the accelerated method The Company will

continue to use straight-line method with 14-year life for non-pooled subscriber system assets

primarily in Europe and Asia and related deferred revenue with remaining balances written off upon

customer termination

The change in the method and estimated useful life used to account for pooled subscriber system

assets and related deferred revenue resulted from our ongoing analysis of all pertinent factors

including actual customer attrition data specific to customer categories and geographical areas demand

competition and the estimated technological
life of the installed systems The pertinent factors have

been influenced by managements ongoing customer retention programs as well as tactical and strategic

initiatives to improve service delivery customer satisfaction and the credit worthiness of the subscriber

customer base All pertinent factors including actual customer attritioi data specific to customer

categories and geographical areas demand competition and the estimated technological life of the

installed systems will continue to be reviewed by the Company at each balance sheet date to assess the

continued appropriateness
of methods and estimated useful lives

Effective as of the beginning of the third quarter of 2007 1co also changed the estimated useful

life of dealer intangibles in geographical areas comprising approximately 90% of the net carrying value

of dealer intangibles from 12 to 15 years The Company continues to amortize dealer intangible assets

on an accelerated basis The change in the estimated useful life used to account for dealer intangibles

resulted from our ongoing analysis of all pertinent factors including actual customer attrition data

demand competition and the estimated technological life of the installed systems The pertinent

factors have been influenced by managements ongoing customer retention programs as well as tactical

and strategic initiatives to improve service delivery customer satisfaction and the credit worthiness of

the subscriber customer base

Attrition rates for customers in our ADT Worldwide business were 13.4% 12.9% and 12.3% on

trailing 12-month basis for 2009 2008 and 2007 respectively
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Revenue RecognitionContract sales for the installation of fire protection systems large security
intruder systems and other construction-related projects are recorded primarily under the

percentage-of-completion method Profits recognized on contracts in process are based upon estimated

contract revenue and related total cost of the project at completion The risk of this methodology is its

dependence upon estimates of costs at completion which are subject to the uncertainties inherent in

long-term contracts Revisions to cost estimates as contracts progress have the effect of increasing or

decreasing profits each period Provisions for anticipated losses are made in the period in which they
become determinable If estimates are inaccurate there is risk that our revenue and profits for the

period may be overstated or understated

Product discounts granted are based on the terms of arrangements with direct indirect and other

market participants Rebates are estimated based on sales terms historical experience and trend

analysis

Loss ContingenciesAccruals are recorded for various contingencies including legal proceedings
self-insurance and other claims that arise in the normal course of business The accruals are based on

judgment the probability of losses and where applicable the consideration of opinions of internal

and/or external legal counsel and actuarially determined estimates Additionally the Company records

receivables from third
party insurers when

recovery has been determined to be probable

Income TaxesIn determining income for financial statement purposes we must make certain

estimates and judgments These estimates and judgments affect the calculation of certain tax liabilities

and the determination of the
recoverability of certain of the deferred tax assets which arise from

temporary differences between the tax and financial statement recognition of revenue and expense

In evaluating our ability to recover our deferred tax assets we consider all available positive and

negative evidence including our past operating results the existence of cumulative losses in the most
recent years and our forecast of future taxable income In estimating future taxable income we develop
assumptions including the amount of future pre-tax operating income the reversal of temporary
differences and the implementation of feasible and prudent tax planning strategies These assumptions
require significant judgment about the forecasts of future taxable income and are consistent with the

plans and estimates we are using to manage the
underlying businesses

We currently have recorded significant valuation allowances that we intend to maintain until it is

more-likely-than-not the deferred tax assets will be realized Our income tax expense recorded in the

future may be reduced to the extent of decreases in our valuation allowances The realization of our

remaining deferred tx assets is primarily dependent on future taxable income in the appropriate

jurisdiction Any reduction in future taxable income including but not limited to any future

restructuring activities may require that we record an additional valuation allowance against our
deferred tax assets An increase in the valuation allowance could result in additional income tax

expense in such period and could have significant impact on our future earnings

Changes in tax laws and rates could also affect recorded deferred tax assets and liabilities in the

future Management is not currently aware of any such changes that would have material effect on
the Companys financial condition results of operations or cash flows

In addition the calculation of our tax liabilities involves dealing with uncertainties in the

application of complex tax regulations in multitude of jurisdictions across our global operations We
recognize potential liabilities and record tax liabilities for anticipated tax audit issues in the U.S and
other tax jurisdictions based on our estimate of whether and the extent to which additional taxes will

be due These tax liabilities are reflected net of related tax loss carryforwards We adjust these reserves
in light of changing facts and circumstances however due to the complexity of some of these

uncertainties the ultimate resolution may result in payment that is materially different from our
current estimate of the tax liabilities If our estimate of tax liabilities proves to be less than the ultimate

assessment an additional charge to expense would result If payment of these amounts ultimately
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proves to be less than the recorded amounts the reversal of the liabilities would result in tax benefits

being recognized in the period when we determine the liabilities are no longer necessary

Goodwill and Indefinite-Lived Intangible Asset ImpairmentsGoodwill and indefinite-lived intangible

assets are assessed for impairment annually and more frequently if triggering events occur In

performing these assessments management relies on various factors including operating results

business plans economic projections anticipated
future cash flows comparable transactions and other

market data There are inherent uncertainties related to these factors which require judgment in

applying them to the analysis of goodwill and indefinite-lived intangible assets for impairment Since

judgment is involved in performing fair value measurements used in goodwill and indefinite-lived

intangible assets impairment analyses there is risk that the carrying values of our goodwill or

indefinite-lived intangible assets may be overstated

We elected to make the first day of the fourth quarter the annual impairment assessment date for

all goodwill and indefinite-lived intangible assets In the first step of the goodwill impairment test the

Company compares the fair value of reporting unit with its carrying amount Fair value for the

goodwill impairment test is determined utilizing discounted cash flow analysis based on the

Companys future budgets discounted using the market participants weighted-average cost of capital

and market indicators of terminal year cash flows Other valuation methods are used to corroborate the

discounted cash flow method If the carrying amount of reporting unit exceeds its fair value goodwill

is considered potentially impaired and further tests are performed to measure the amount of

impairment loss In the second step of the goodwill impairment test the Company compares the

implied fair value of reporting unit goodwill with the carrying amount of the reporting units goodwill

If the carrying amount of reporting units goodwill exceeds the implied fair value of that goodwill an

impairment loss is recognized in an amount equal to the excess of the carrying amount of goodwill over

its implied fair value The implied fair value of goodwill is determined in the same manner that the

amount of goodwill recognized in business combination is determined The Company allocates the

fair value of reporting unit to all of the assets and liabilities of that unit including intangible assets

as if the reporting
unit had been acquired in business combination Any excess of the fair value of

reporting unit over the amounts assigned to its assets and liabilities represents
the implied fair value of

goodwill

Long-Lived AssetsAssets held and used by the Company including property plant and

equipment and amortizable intangible assets are reviewed for impairment whenever events or changes

in business circumstances indicate that the carrying amount of the asset may not be fully recoverable

Tyco performs undiscounted operating cash flow analyses to determine if impairment exisis For

purposes of recognition and measurement of an impairment for assets held for use Tyco groups assets

and liabilities at the lowest level for which cash flows are separately
identified If an impairment is

determined to exist any related impairment loss is calculated based on fair value Impairments to

long-lived assets to be disposed of are recorded based upon the fair value less cost to sell of the

applicable assets The calculation of the fair value of long-lived assets is based on assumptions

concerning the amount and timing of estimated future cash flows and assumed discount rates reflecting

varying degrees of perceived risk Since judgment is involved in determining the fair value and useful

lives of long-lived assets there is risk that the carrying value of our long-lived assets may be

overstated or understated

Pension and Postretirement BenefitsOur pension expense and obligations are developed from

actuarial valuations Two critical assumptions in determining pension expense and obligations are the

discount rate and expected long-term return on plan assets We evaluate these assumptions at least

annually Other assumptions reflect demographic factors such as retirement mortality and turnover and

are evaluated periodically and updated to reflect our actual experience Actual results may differ from

actuarial assumptions The discount rate represents the market rate for high-quality fixed income

investments and is used to calculate the present value of the expected future cash flows for benefit

obligations under our pension plans decrease in the discount rate increases the present value of
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pension benefit obligations 25 basis point decrease in the discount rate would increase our present
value of pension obligations by approximately $77 million We consider the current and expected asset

allocations of our pension plans as well as historical and expected long-term rates of return on those

types of plan assets in determining the expected lông-term return on plan assets 50 basis point
decrease in the expected long-term return on plan assets would increase our pension expense by
approximately $7 million For fiscal 2010 we expect that recent declines in interest rates will increase

our pension expense but is not expected to materially increase required contributions

Liquidity and Capital Resources

On September 30 2009 Tyco International Finance S.A TIFSA issued $500 million
aggregate

principle amount of 4.125% notes due 2014 the 2014 notes which are fully and unconditionally

guaranteed by the Company TIFSA received net proceeds of approximately $496 million after

underwriting discounts and estimated offering expenses

On January 2009 TIFSA issued $750 million aggregate principle amount of 8.5% notes due on

January 15 2019 which are fully and
unconditionally guaranteed by the Company the 2019 notes

Additionally the holders of the 2019 notes have the right to require the Company to repurchase all or

portion of the 2019 Notes on July 15 2014 at purchase price equal to 100% of the principal

amount of the notes tendered plus accrued and unpaid interest Otherwise the 2019 notes mature on

January 15 2019 TIFSA received net proceeds of approximately $745 million after underwriting
discounts and

offering expenses

The net proceeds of the aforementioned offerings may be used for general corporate purposes
which may include repayment of indebtedness acquisitions additions to working capital repurchase of

common shares capital expenditures and investments in the Companys subsidiaries

In January 2009 TIFSA made payment of $215 million to extinguish all of its 6.125% notes due
2009 Additionally in November 2008 TIFSA made payment of $300 million to extinguish all of its

6.125% notes due 2008

Additionally in January 2009 we repaid the entire outstanding balance of $686 million on our

revolving credit facilities As of September 25 2009 there were no amounts drawn under our revolving
credit facilities As of September 25 2009 the aggregate available commitment under our senior

revolving credit facilities was $1.69 billion $200 million of which was dedicated to backstop all of our
commercial paper outstanding as of such date We continually monitor developments regarding the

availability of funds under our revolving credit facilities Although there is some risk that financial

institutions will fail to perform their contractual obligations particularly in times of credit market

distress we believe that the lenders under our revolving credit facilities are capable of meeting any

borrowing requests we may make for the foreseeable future

As discussed above as of September 25 2009 we had $200 million of commercial paper
outstanding We continue to experience increased availability within the commercial paper markets
Our multi-year revolving credit facilities serve as backstop to our commercial paper program

In addition to our available cash and operating cash flows additional sources of potential liquidity

include committed credit lines our commercial paper program public debt and equity markets as well

as the ability to sell trade accounts receivable We continue to balance our operating investing and

financing uses of cash through investment in our existing core businesses strategic acquisitions and

divestitures dividends and share repurchases We believe our cash position amounts available under

our credit facilities and cash provided by operating activities will be adequate to cover our operational
and business needs

As result of recent declines in interest rates during 2009 pension costs may increase in fiscal

2010 We will continue to monitor market conditions and assess the impact if any on our financial

position results of operations or cash flows Approximately 100% of our U.S and more than 95% of

our non-U.S funded pension plans are invested in marketable investments including publicly-traded
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equity and fixed income securities Although we do not believe we will be required to make materially

higher cash contributions in the next 12 months if market conditions worsen we may be required to

make incremental cash contributions under local statutory law

The sources of our cash flow from operating activities and the use of portion of that cash in our

operations for the years
ended September 25 2009 September 26 2008 and September 28 2007 were

as follows in millions

2009 2008 2007

Cash flows from operating activities

Operating loss income $1487 $1941 $1732
Goodwill and intangible asset impairments 2705 10 59

Non-cash restructuring and asset impairment charges net 23 36 11

Losses on divestitures 13

Depreciation and amortization1 1133 1154 1148

Non-cash compensation expense
103 99 173

Deferred incoffie taxes 83 94 16
Provision for losses on accounts receivable and inventory 156 135 94

Gain loss on the retirement of debt 258 259

Other net
61 124 231

Class action settlement liability 3020 2992

Net change in working capital
142 646 414

Interest income 44 110 104

Interest expense 301 396 313
Income tax expense 78 335 324

Net cash provided by used in operating activities 2429 872 1814

Other cash flow items

Capital expenditures net2 696 706 643

Decrease in sale of accounts receivable 10 14

Accounts purchased from ADT dealer program 543 376 409

Purchase accounting and holdback liabilities 10
Voluntary pension contributions 22 23

Includes depreciation expense of $617 million $626 million and $635 million in 2009 2008 and 2007 respectively and

amortization of intangible assets of $516 million $528 million and $513 million in 2009 2008 and 2007 respectively

Includes net proceeds of $13 million $28 million and $23 million received for the sale/disposition of property plant and

equipment in 2009 2008 and 2007 respectively

The net change in working capital increased operating cash flow by $142 million in 2009 The

components of this change are set forth in detail in the Consolidated Statements of Cash Flows The

significant changes in working capital included $367 million decrease in inventory $207 million

decrease in accounts receivable $106 million decrease in contracts in progress offset by

$352 million decrease in accounts payable and $148 million decrease in income taxes net

During 2009 we completed the sale of all of our remaining Infrastructure Services businesses for

net cash proceeds of $66 million

We continue to fund capital expenditures to grow our business improve the cost structure of our

businesses to invest in new processes
and technology and to maintain high quality production

standards The level of capital expenditures in 2010 is expected to exceed spending levels in 2009 and is

also expected to exceed depreciation
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During 2009 2008 and 2007 we paid out $154 million $187 million and $70 million respectively
in cash related to restructuring activities See Note to the Consolidated Financial Statements for

further information
regarding our restructuring activities

Income taxes paid net of refunds related to continuing operations was $291 million $501 million

and $649 million in 2009 2008 and 2007 respectively

During 2009 2008 and 2007 Tyco paid $543 million $376 million and $409 million of cash

respectively to acquire approximately 512000 370000 and 415000 customer contracts for electronic

security services through the ADT dealer program

As previously discussed effective June 29 2007 we completed the Separation In connection with

the Separation we paid $68 million and $349 million in Separation costs during 2008 and 2007

respectively Of these amounts $36 million and $256 million were included in cash flows from

discontinued operating activities respectively

During the second quarter of 2008 Tyco released $2960 million of funds placed in escrow during
the third quarter of 2007 as well as $60 million of interest earned on those funds for the benefit of the

class as stipulated in the Courts final order related to the class action settlement

We will continue to divest businesses that do not align with our overall strategy We
expect to use

the proceeds from these sales as well as the cash generated by our operations to continue to make
investments in our businesses that are intended to grow revenue and improve productivity including

our restructuring actions We expect to also use cash to selectively pursue acquisitions

Pursuant to our share repurchase program we may repurchase Tyco shares from time to time in

open market purchases at prevailing market prices in negotiated transactions off the market or

pursuant to an approved lobs-i trading plan in accordance with
applicable regulations

Management believes that cash generated by or available to us should be sufficient to fund our

capital and liquidity needs for the foreseeable future including quarterly dividend payments We intend

to continue to repurchase shares under our existing $1.0 billion share repurchase program approved by
our Board of Directors on July 10 2008 depending on credit market conditions macroeconomic factors

and expectations regarding future cash flows

Capitalization

Shareholders equity was $12.9 billion or $27.30 per share as of September 25 2009 compared to

$15.5 billion or $32.76 per share as of September 26 2008 Shareholders equity decreased primarily

due to net loss of $1.8 billion which was primarily driven by goodwill and intangible asset

impairments dividends declared of $472 million $220 million current period change relating to the

Companys retirement plans and unfavorable changes in foreign currency exchange rates of

$203 million

Total debt was $4.3 billion as of September 25 2009 and September 26 2008 respectively Total

debt as percentage of capitalization total debt and shareholders equity was 25% as of

September 25 2009 and 22% as of September 26 2008 respectively

Our cash balance increased to $2.4 billion as of September 25 2009 as compared to $1.5 billion as

of September 26 2008 This increase in cash was primarily due to cash generated by the operating

segments as well as proceeds from issuance of long-term debt
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Debt Tenders

In connection with the settlement of litigation arising from the Separation related to our public

debt on June 2008 we along with our finance subsidiary TIFSA wholly-owned subsidiary of the

Company and successor company to Tyco International Group S.A TIGSA wholly-owned

subsidiary of the Company organized under the laws of Luxembourg consummated consent

solicitations and exchange offers related to certain series of debt issued under our 1998 and 2003

indentures In connection with the exchange offers we issued $422 million principal amount of 7.0%

notes due 2019 in exchange for an equal principal amount of 7.0% notes due 2028 and $707 million

principal amount of 6.875% notes due 2021 in exchange for an equal principal amount of 6.875% notes

due 2029 In connection with the consent solicitations holders of our 6.0% notes due 2013 6.125%

notes due 2008 6.125% notes due 2009 6.75% notes due 2011 6.375% notes due 2011 7.0% notes

due 2028 and 6.875% notes due 2029 collectively received consent payments totaling $250 million

The terms of the consent and exchange offers were evaluated as debt modification in accordance

with the authoritative guidance for debtors accounting for modification or exchange of debt

instruments and it was determined that the 7.0% notes due 2028 and the 6.875% notes due 2029 were

extinguished because the cash flows of the new bonds as compared to the original bonds were

substantially modified As result the new bonds and the 7.0% notes due 2028 and the 6.875% notes

due 2029 that were not tendered fOr exchange were recorded1at their fair value upon completion of the

exchange offers In determining fair value we measured the bonds as if they were an initial issuance to

the public This was done by obtaining effective yield data derived from comparable pricing
received

from the issuance of bonds with similar ratings and covenants by large public companies

During the year ended September 26 2008 in connection with the consent solicitations and

exchange offers we recorded $222 million harge to other expense net as loss on extinguishment of

debt This charge was comprised of the consent payments related to the extinguished bonds notes due

2028 and 2029 premium on the exchanged bonds which represents the difference between the fair

value and the book value of the extinguished bonds and the write-off of the original unamortized debt

issuance costs as well as fees paid to third-parties associated with the bonds that were not deemed

extinguished The remaining portion of the consent payment and issuance costs will be amortized over

the remaining life of the bonds

During the year ended September 28 2007 we recorded $259 million charge to other expense

net for the loss on early extinguishment of debt related to the debt tender offers in connection with the

Separation

Bank and Revolving Credit Facilities

On June 24 2008 Tyco and TIFSA entered into $500 million senior unsecured revolving credit

agreement with Citibank N.A as administrative agent for the lenders party thereto This credit

agreement has three-year term Borrowings under this agreement have variable interest rate based

on LIBOR or an alternate base rate The margin over LIBOR can vary based on changes in our credit

rating and facility utilization Together with our $1.19 billion five-year senior revolving credit

agreement dated as of April 25 2007 our total committed revolving credit line was $1.69 billion as of

September 25 2009 These revolving credit facilities may be used for working capital capital

expenditures and other corporate purposes As of September 25 2009 there were no amounts drawn

under these facilities although we had dedicated $200 million of availability to backstop outstanding

commercial paper As discussed above we believe that all of the lenders under our revolving credit

facility are capable of meeting any borrowing requests TIFSA may make

TIFSAs bank credit agreements contain customary terms and conditions and financial covenants

that limit the ratio of our debt to earnings before interest taxes depreciation and amortization and

that limit our ability to incur subsidiary debt or grant liens on our property Our indentures contain
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customary covenants including limits on negative pledges subsidiary debt and sale/leaseback

transactions None of these covenants are considered restrictive to our business

The following tables detail our long-term and short-term debt ratings as of September 25 2009

and September 26 2008

Excludes debt discount and swap activity

Long-Term Debt Ratings

2009 2008

Baal Baal

BBB BBB
BBB BBB

Short-Term Debt Ratings

2009 2008

P-2 P-2

A-2 A-2

F2 F2

Total

$4162

1888

38 91

123 866

98

$2875 $7105

Interest payments consist of interest on our fixed interest rate debt and exclude the impact of our interest rate swaps

Excludes interest

Purchase obligations consist of commitments for purchases of good and services

Other- long-tetm liabilities primarily consist of the following pension and postretirement costs income taxes warranties and

environmental liabilities and are excluded from this table We are unable to estimate the timing of payment for these items

due to the inherent uncertainties of obligations of this type The minimum required contributions to our pension plans are

expected- to be approximately $80 million in 2010 and we expect to pay $7 million in 2010 related to postretirement benefit

plans

As of September 25 2009 we recorded gross unrecognized tax benefits of $284 million and gross interest and penalties of

$50 million both of which are classified as non-current liabilities in the Consolidated Balance Sheets as payment is not

expected within one year At this time we are unable to make reasonably reliable estimate of the timing for such

payments in future years therefore such amounts have been excluded from the above contractual obligation table

Moodys
Standard Poors

Fitch

Moodys
Standard Poors

Fitch

The security ratings set forth above are not recommendation to buy sell or hold securities and

may be subject- to revision or withdrawal by the assigning rating organization Each rating should be

evaluated independently of any other rating

Commitments and Contingencies

Contradual Obligations

Contractual obligations and commitments for principal debt minimum lease payment obligations
under non-cancelable operating leases and other obligations as of September 25 2009 is as follows

in millions

2010 2011 2012 2013 2014 Thereafter

DØbt $227 516 850 $656 $1-913

Interest payments2 273 255 211 184 164 801

Capital 1eases3 18 24 .4

Operating leases 253 203 147 89 51

Purchase obligations4 90

Total contractual cash obligations56 $861 $1003 $1214 $277 $875
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As discussed above as of September 25 2009 we had total commitments of $1.69 billion under

our revolving credit facilities $500 million of which matures on June 24 2011 and $1.19 billion of

which matures on April 25 2012 As of September 25 2009 there were no amounts drawn under our

revolving credit facilities As Of September 25 2009 the aggregate
àvÆilable commitment under our

senior revolving credit facilities was $1.69 billion $200 million of which was dedicated to backstop all of

our commercial paper outstanding as of such date

ip May 2008 TIFSA commenced issuing commercial paper to institutional accredited

investors and qualified institutional buyers Borrowings under the commercial paper program are

available for general corporate purposes As of September 25 2009 TIFSA had $200 million of

commercial paper outstanding which bore interest at an average rate of 0.33%

As of September 25 2009 we classified the outstanding commercial paper balance of $200 million

as short-term as we intend to repay such amount during the next twelve months As .of September 26

2008 we classified $116 million of short-term commercial paper as long-term as settlement of the

amount outstanding was not expected to require the use of working capital in the next twelve months

as we had both the intent and the ability to refinance this debt on long-term basis

As of September 25 2009 we had total outstanding letters of credit and bank guarantees
of

$659 million

In the normal course of business we are liable for contract completion and product performance

In the opinion of management such obligations will nOt significantly affect our financial position

results of operations or cash flows

In connection with the Separation we entered into liability sharing agreement regarding certain

actions that were pending against Tyco prior to the Separation Under the Separation and Distribution

Agreement and Tax Sharing Agreement we have assumed 27% Covidien has assumed 42% and Tyco

Electronics has assumed 31% of certain Tyco pre-Separation contingent and other corporate liabilities

which include certain outstanding legacy and tax contingencies and any actions with respect to the

spin-offs or the distributions made or brought by any third party Any amounts relating to these

contingent and other corporate liabilities paid by Tyco after the spin-offs that are subject to the

allocation provisions of the Separation and Distribution Agreement or Tax Sharing Agreement will be

shared among Tyco Covidien and Tyco Electronics pursuant to the same allocation ratio

Legal Matters

Class Action and Legacy Securities Matters

For discussion of contingencies related to Tycos legacy securities litigation
and various legal

matters see Item Legal ProceedingsClass Action Settlement and Legacy Securities Matters

Adverse outcomes in certain actions to which we are party could have material adverse effect on

our financial position results of operations or cash flows

Environmental Matters

Tyco is involved in various stages of investigation and cleanup related to environmental

remediation matters at number of sites For detailed discussion of contingencies related to Tycos

environmental matters see Item BusinessEnvironmental Matters and Item Legal Proceedings

Environmental Matters

Asbestos Matters

Tyco and certain of its subsidiaries are named as defendants in bodily injury lawsuits based on

alleged exposure to asbestos-containing materials For detailed discussion of Tycos contingencies

related to asbestos-related matters see Note 15 to the Consolidated Financial Statements
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Income Taxes

Tyco and its subsidiaries income tax returns periodically are exanined by various tax authorities

In connection with these examinations tax authorities including the IRS have raised issues and

proposed tax adjustments The Comptny is reviewing and contesting certain of the proposed tax

adjustments Amounts related to these tax adjustments and other tax contingencies and related interest

have been assessed as uncertain income tax positions and recorded as appropriate For detailed

discussion of contingencies related to Tycos income taxes see Note to the Consolidated Financial

Statements

Compliance Matters

1rco has received and responded to various allegations and other information that improper
activities were conducted by 1jco employees in recent years in particular with respect to DOJ and SEC

investigations that have resulted in our performing Company-wide baseline review of our policies

controls and practices as they relate to the Foreign Corrupt Practices Act For detailed discussion of

these contingencies and others related to Tycos compliance efforts see Item Legal Proceedings
Compliance Matters

Other Matters

The Company is defendant in number of other pending legal proceedings incidental to present

and former operations acquisitions and dispositions The Company does not expect the outcome of

these proceedings either individually or in the aggregate to have material adverse effect on its

financial position results of operations or cash flows

Backlog

As of September 25 2009 we had backlog of unfilled orders of $9.0 billion compared to

backlog of $9.6 billion as of September 26 2008 We expect that approximately 86% of our backlog as

of September 25 2009 will be filled during 2010 Backlog by segment as of September 25 2009 and

September 26 2008 is as follows in millions

2009 2008

ADT Worldwide $5908 $5917
Flow Control 1698 2083
Fire Protection Services 1169 1314
Electrical and Metal Products 72 117

Safety Products 114 154

$8961 $9585

Backlog decreased by $624 million or 6.5% from $9.6 billion as of September 26 2008 to

$9.0 billion as of September 25 2009 Unfavorable changes in foreign currency exchange rates resulted

in decrease of $87 million ADT Worldwides backlog decreased by $9 million or 0.2% as of

September 25 2009 The decrease was primarily due to unfavorable exchange rates of $83 million

partially offset by an increase in net bookings of $74 million ADT Worldwides total account base grew
2.9% during 2009 to 7.4 million accounts The amount of recurring revenue-in-force as of

September 25 2009 and September 26 2008 was $4.0 billion and $3.9 billion respectively The increase

in recurring revenue-in-force was primarily the result of the increase in the account base discussed

above partially offset by unfavorable changes in foreign currency exchange rates Recurring

revenue-in-force represents 12 months fees for monitoring and maintenance services under contract in

the security business Flow Controls backlog decreased by $385 million primarily due to decreased

bookings of $398 million offset by favorable exchange rates of $13 million Fire Protection Services
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backiog decreased by $145 million primarily due to unfavorable exchange rates of $15 million and

decreased bookings of $130 million

Off-Balance Sheet Arrangements

Sale of Accounts Receivable

Certain of Tycos international businesses utilize the sale of accounts receivable as short-term

financing mechanisms The aggregate amount outstanding under the Companys remaining international

accounts receivable programs was $55 million $65 million and $76 million as of September 25 2009

September 26 2008 and September 28 2007 respectively

Guarantees

Certain of our business segments have guaranteed the performance of third-parties and provided

financial guarantees for uncompleted work and financial commitments The terms of these guarantees

vary
with end dates ranging from 2009 through the completion of such transactions The guarantees

would typically be triggered in the event of nonperformance and performance under the guarantees if

required would not have material effect on our financial position results of operations or cash flows

There are certain guarantees or indemnifications extended among Tyco Covidien and Tyco

Electronics in accordance with the terms of the Separation and Distribution Agreement and the Tax

Sharing Agreement The guarantees primarily relate to certain contingent tax liabilities included in the

Tax Sharing Agreement At the time of the Separation we recorded liability necessary to recognize

the fair value of such guarantees and indemnifications In the absence of observable transactions for

identical or similar guarantees we determined the fair value of these guarantees
and indemnifications

utilizing expected present value measurement techniques Significant assumptions utilized to determine

fair value included determining range of potential outcomes assigning probability weighting to each

potential outcome and estimating the anticipated timing of resolution The probability weighted

outcomes were discounted using our incremental borrowing rate The liability necessary
to reflect the

fair value of the guarantees and indemnifications under the Tax Sharing Agreement is $554 million

which is included in other liabilities on our Consolidated Balance Sheets as of September 25 2009 and

September 26 2008 The guarantees primarily relate to certain contingent tax liabilities included in the

Tax Sharing Agreement See Note to the Consolidated Financial Statements for further discussion of

the Tax Sharing Agreement

In addition we historically provided support in the form of financial and/or performance

guarantees to various Covidien and Tyco Electronics operating entities In connection with the

Separation we worked with the guarantee counterparties to cancel or assign these guarantees
to

Covidien or Tyco Electronics To the extent these guarantees were not assigned prior to the Separation

date we assumed primary liability on any remaining such support The estimated fair value of these

obligations is $4 million and $7 million which are included in other liabilities on our Consolidated

Balance Sheets as of September 25 2009 and September 26 2008 respectively with an offset to

shareholders equity on the Separation date

In disposing of assets or businesses we often provide representations warranties and/or

indemnities to cover various risks including for example unknown damage to the assets environmental

risks involved in the sale of real estate liability to investigate and remediate environmental

contamination at waste disposal sites and manufacturing facilities and unidentified tax liabilities and

legal fees related to periods prior to disposition We have no reason to believe that these uncertainties

would have material adverse effect on our financial position results of operations or cash flows

We have recorded liabilities for known indemnifications included as part
of environmental

liabilities See Item BusinessEnvironmental Matters and Note 15 to the Consolidated Financial

Statements for discussion of these liabilities
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In the normal course of business we are liable for contract completion and product performance
In the opinion of management such obligations will not significantly affect our financial position
results of operations or cash flows

As of September 25 2009 we had total outstanding letters of credit and bank guarantees of

$659 million

We record estimated product warranty costs at the time of sale For further information on
estimated product warranty see Notes and 13 to the Consolidated Financial Statements

In 2001 division of Safety Products initiated Voluntary Replacement Program VRP
associated with the acquisition of Central Sprinkler The VRP relates to the replacement of certain

0-ring seal sprinkler heads which were originally manufactured by Central Sprinkler prior to Tycos

acquisition Under this program the sprinkler heads are being replaced free of charge to property
owners On May 2007 we along with the Consumer Products Safety Commission announced an

August 31 2007 deadline for filing claims to participate in the VRP We will fulfill all valid claims for

replacement of qualifying spriniders received up to August 31 2007 Settlements during 2009 2008 and

2007 include cash expenditures of $33 million $49 million and $38 million respectively related to the

VRP The Company believes the remaining liability represents our best estimate of the cost required to

complete the VRP as of September 25 2009 which is not material
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Accounting Pronouncements

Recently Adopted Accounting PronouncementsIn June 2009 the Financial Accounting Standards

Board FASB issued authoritative guidance which established the FASB Standards Accounting

Codification Codification as the source of authoritative GAAP recognized by the FASB to be

applied to nongovernrnentaleætities anctrules and interpretive rleases of the SEC as authoritative

GAAP for SEC registrants The Codification supersedes all the existing non-SEC accounting and

reporting standards upon its effective date and subsequently the FASB will not issue new standards in

the form of Statements FASB Staff Poitions or Emerging Issues Task Force Abstracts The guidance is

not intended to change or after existing GAAE The guidance became effective for Tyco in the fourth

quarter of 2009 The guidance did not have an impaCt on the Companys financial position results of

operations or cash flOws All references to previous numbering of FASB Statements FASB Staff

Positipns Emerging Issues Task Force Abstracts have been remoyed from the financial statements

and accompanying footnotes

In May 2009 the FASB issued authoritative guidance for subsequent events The guidance provides

authoritative accounting literature rehted to ealuating subsequent events that was previously addressed

only in the auditing Ifterature The guidanpe is similar to the current guidance with some exceptions

that are not intended to result in significant change to current practice The guidance defines

subsequent eventsand also requires the disclosure of the date through which an entity has evaluated

subsequent events and the baisfor that date The Company adopted the disclosure provisions of the

guidance as of June 26 2009 The àdoption did not have an impact on the Companys financial

position results of opetations orcash fls
In April 2009 the FASB issued authoritative guidance for interim disclosures about fair value of

financial instruments which amended existing giiiance Theguidance requires disclosures about fair

value of financial instrumentS in interip1 financial stfttuments as well as in annual fmancial statements

The Company adopted the disclosure provisions of the guidance as of June 26 2009 See Note 14 to

the Consolidated Financial Statements foradditional information related to the adoption of the

guidance The adoption did not Mve an impact on the Companys financial position results of

operations or cash flows

In March 2008 ihe FASB issued uthOritative guidance for disclosures about derivative instruments

and hedging activities The guidance is intended to improve financial reporting abdut derivative

instruments and hedging activities bj requiring enhanCed disclosures to enable investors to better

undŁrtand their effects on an entitysreults of operations The Company adopted the disclosure

provisions of the gtiidancC as of DØceinber 27 2008 SeeNote 14 to the Consolidated Financial

Statements for additional information related to the adoption of the guidance The adoption did not

have an impact on the Companys fiuianclal psition results of operations or cash flows

In February 2007 the FASB issued authoritative guidance for the fair value option for financial

assets and financial liabilities The guidatice permits an entity on cOntract-by-contract basis to make

an irrevocable election tO account for certain types
OffinÆnciai instrüments and warranty and insurance

contracts at fair value rather than historical Cost with ChtØsin th fair ialne whether realized or

unrealized recognized in earnings The güidandŁ became effŁctive for the Company in the first quarter

of 2009 at which time the Company did not elect the fair value option for eligible items

In September 2006 the FASB issued authoritative guidance for fair value measurements which

enhances existing guidance for measuring asets and liabilities at fair value The guidance defines fair

value establishes framework for measuring fair value and expa4lds disclosure 4bout fair value

measurements In February 2008 the FASB issued authoritative guidnce which permits companies to

partially defer the effective date of the guidance for pne year fQr nonfinancial assets and liabilities that

are recognized or disclosed at fair value in the financial statements on nonrecurring basis During the

first quarter of 2009 the Company elected to defer the adoption of the guidance for one year
for

non-financial assets and liabilities that are recognized or disclosed at fair value in the financial

statements on nonrecurring basis which is effective for Pyco in the first quarter
of fiscal 2010 on
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prospective basis The guidance became effective for Tyco in the first quarter of fiscal 2009 for financial

assets and liabilities only The adoption did not have material impact on the Companys financial

position results of operations or cash flows See Note 14 to the Consolidated Financial Statements for

additional information related to the adoption of the guidance

In September 2006 the FASB issued authoritative guidance for employers accounting for defined

benefit pension and other postretirement plans The guidance requires that employers recognize the

funded status of defined benefit pension and other postretirement benefit plans as net asset or

liability on the Consolidated Balance Sheets and recognize as component of accumulated other

comprehensive loss income net of income taxes the gains or losses and prior service costs or credits

that arise during the period but are not recognized as component of net periodic benefit cost The

Company adopted the recognition and disclosure provisions of the guidance as of September 28 2007

The guidance also requires companies to measure plan assets and benefit obligations as of their

fiscal year end The Company adopted the measurement date provisions of the guidance on

September 27 2008 As result Tyco measured its plan assets and benefit obligations on

September 26 2008 and adjusted its opening balances of accumulated deficit earnings and

accumulated other comprehensive loss income for the change in net periodic benefit cost and fair

value respectively from the previously used measurement date of August 31 2008 The adoption of

the measurement date provisions resulted in net decrease to accumulated deficit earnings of

$5 million net of an income tax benefit of $2 million and net increase to accumulated other

comprehensive loss income of $61 million net of income taxes of $28 million for 2009 See Note 16

to the Consolidated Financial Statements for additional information related to the adoption of the

guidance

Recently Issued Accounting PronoilncementsIn September 2009 the FASB issued authoritative

guidance for the accounting for revenue arrangements with multiple deliverables The guidance
establishes selling price hierarchy for determining the selling price of deliverable The selling price

used for each deliverable will be based on vendor-specific objective evidence if available third-party

evidence if vendor-specific objective evidence is not available or estimated selling price if neither

vendor-specific evidence nor third-party evidence is available The guidance requires arrangements
under which multiple revenue generating activities to be performed be allocated at inception The
residual method under the existing accounting guidance has been eliminated The guidance expands the

disclosure requirements related to mulxiple-deliverable revenue arrangements The guidance becomes

effective for revenue arrangements entered into or materially modified beginning in fiscal 2011 with

early adoption permitted The guidance applies on prospective basis unless the Company specifically

elects to apply the guidance retrospectively The Company is currently assessing what impact if any the

guidance will have on its financial position results of operations or cash flows as well as the timing of

its adoption of the guidance

In June 2009 the FASB issued authoritative guidance which amended the existing guidance for the

consolidation of variable interest entities to address the elimination of the concept of qualifying

special purpose entity The guidance also replaces the quantitative-based risks and rewards calculation

for determining which enterprise has controlling financial interest in variable interest entity with an

approach focused on identifying which enterprise has the power to direct the activities of variable

interest entity and the obligation to absorb losses of the entity or the right to receive benefits from the

entity Additionally the guidance requires any enterprise that holds variable interest in variable

interest entity to provide enhanced disclosures that will provide users of financial statements with more

transparent information about an enterprises involvement in variable interest entity The guidance is

effective for Tyco in the first quarter of fiscal 2011 The Company is currently assessing what impact if

any that the guidance will have on its financial position results of operations or cash flows

In December 2008 the FASB issued authoritative guidance for employers disclosures about

postretirement benefit plan assets The guidance requires additional disclosures about plan assets

related to an employers defined benefit pension or other post-retirement plans to enable investors to
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better understand how investment decisions are made the major categories of plan assets the inputs

and valuation techniques used to measure the fair value of plan assets the effect of fair value

measurements uxing significant unobservable inputs Level on changes in plan assets for the period

and the significant concentrations of risk within plan assets The disclosure provisions
of the guidance

are effective for Tyco in the first quarter of fiscal 2010

In June 2008 the FASB ratified authoritative guidance for determining whether instruments

granted in share-based payment transactions are participating
securities The guidance addresses

whether instruments granted in share-based payment awards are participating securities prior to vesting

and therefore must be included in the earnings allocation in calculating earnings per share under the

two-class method The guidance requires that unvested share-based payment awards that contain

non-forfeitable rights to dividends or dividend-equivalents be treated as participating securities in

calculating earnings per share The guidance is effective for Tyco starting with the first quarter of fiscal

2010 and shall be applied retrospectively to all prior periods The Company believes that the guidance

will not have material impact on its financial position results of operations or cash flows

In April 2008 the FASB issued authoritative guidance for determining the useful life of intangible

assets The guidance amends the factors that should be considered in developing renewal or extension

assumptions used to determine the useful life of recognized intangible asset The guidance is effective

for Tyco in the first quarter
of fiscal 2010 The Company has determined that the guidance will not

have material impact on its financial position results of operations or cash flows

In December 2007 the FASB revised the authoritative guidance for business combinations The

revised guidance retains the underlying concepts of the existing guidance in that business combinations

are still accounted for at fair value. However the accounting for certain other aspects
of business

combinations will be affected Acquisition costs will generally be expensed as incurred Restructuring

costs associated with business combination will generally be expensed subsequent to the acquisition

date In-process research and development will be recorded at fair value as an indefinite-lived

intangible at the acquisition date until it is completed or abandoned and its useful life can be

determined Changes in deferred tax asset valuation allowances and uncertain tax positions
after the

acquisition date will generally impact income tax expense The revised guidance also expands required

disclosures surrounding the nature and financial effects of business combinations The revised guidance

is effective on prospective basis for Tyco in the first quarter of fiscal 2010

In December 2007 the FASB issued authoritative guidance for noncontrolling interests in

consolidated financial statements The guidance requires the recognition of noncontrolling interest

minority interest prior to the adoption of the guidance as equity in the Consolidated Financial

Statements The amount of net income attributable to the noncontrolling interest should be included in

consolidated net income on the face of the Consolidated Statements of Operations The guidance also

amends certain existing consolidation procedures in order to achieve consistency with the requirements

of the revised authoritative guidance for business combinations discussed above The guidance also

includes expanded disclosure requirements regarding the interests of the parent and its noncontrolling

interest This guidance is effective for Tyco in the first quarter
of fiscal 2010 The implementation of

the guidance will not have material impact on the Companys financial position results of operations

or cash flows

Forward-Looking Information

Certain statements in this report are forward-looking statements within the meaning of the U.S

Private Securities Litigation Reform Act of 1995 All forward-looking statements involve risks and

uncertainties All statements contained herein that are not clearly historical in nature are forward-

looking and the words anticipate believe expect estimate project and similar expressions

are generally intended to identify forward-looking statements Any forward-looking statement contained

herein in press releases written statements or other documents filed with the Securities and Exchange

Commission SEC or in Tycos communications and discussions with investors and analysts in the
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normal course of business through meetings web casts phone calls and conference calls regarding

expectations with respect to sales earnings cash flows ope.rating efficiencies product expansion

backlog the consummation and benefits of acquisitions and divestitures as well as financings -and

repurchases of debt or equity securities are subject to known and unknown risks uncertainties and

contingencies Many of these risks uncertainties and contingencies are beyond our control and may
cause actual results performance or achievements to differ materially from anticipated results

performance or achievements Factors that might affect such forward-looking statements include among
other things

overall economic and business conditions

the demand for Tycos goods and services

competitive factors in the industries in which Tyco competes

changes in tax requirements including tax rate changes new tax laws and revised tax law

interpretations

results and consequences of Tycos internal
investigation and governmental investigations

concerning the Companys governance management internal controls and operations including
its business operations outside the United States

the outcome of litigation and governmental proceedings

effect of income tax audit settlements

our ability to repay or refinance our outstanding indebtedness as it matures

our ability to operate within the limitations imposed by financing-arrangements and to maintain

our credit ratings

interest rate fluctuations and other changes in borrowing costs

other capital market conditiqns including availability of funding sources and
currency exchange

rate fluctuations

availability of and fluctuations in the prices of key raw materials including steel and copper

economic and political conditions in international markets including governmental changes and

restrictions on the ability to transfer
capital across borders

the ability to achieve cost savings in connection with the Companys strategic restructuring and

Six Sigma initiatives and our ability to execute our portfolio refinement and acquisition

strategies

potential further impairment of our goodwill and/or our long-lived assets

the impact of fluctuations in th price of Tyco common shares

risks associated with the change in our jurisdiction of incorporation from Bermuda to

Switzerland including the possibility of reduced flexibility with respect to certain aspects of

capital management increased or different regulatory burdens and the possibility that we may
not realize anticipated tax benefits

changes in U.S and non-U.S governmental laws and regulations and

the possible effects on Tyco of future legislation in the United States that may limit or eliminate

potential U.S tax benefits resulting from Tycos jurisdiction of incorporation or deny U.S

government contracts to 1yco based upon its jurisdiºtion of incorporation

Item 7A Quantitative and Qualitative Disclosures About Market Risk

In the normal course of conducting business we are exposed to certain risks associated with

potential changes in market conditions These risks include fluctuations in foreign currency exchange

rates interest rates and commodity prices Acºordiægly we have established comprehensive risk
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management process to monitor evaluate and manage the principal exposures we believe we are

subject to We seek to manage these risks through the use of financial derivative instruments Our

portfolio of derivative financial instruments may from time to time include forward foreign currency

exchange contracts foreign currency options interest rate swaps and forward commodity contracts

Derivative financial instruments related to interest rate sensitivity of debt obligations intercompany

cross border transactions and anticipated non-functional currency cash flows are used with the goal of

mitigating significant portion of these exposures
when it is cost effective to do so

We do not execute transactions or utilize derivative financial instruments for trading or speculatie

purposes Further to reduce the risk that counterparty will be unable to honor its contractual

obligations to us we only enter into contracts with counterparties having at least an A-/A3 long-term

debt rating These coünterparties are generally financial institutions and there is no significant

concentration of exposure with any one party

Foreign Currency Exposures

We hedge our exposure to fluctuations in foreign currency exchange rates through the use of

forward foreign currency exchange contracts During 2009 our largest exposures to foreign exchange

rates existed primarily with the Swiss franc British pound Euro Australian dollar and Canadian dollar

against the U.S dollar The market risk related to the forward foreign currency exchange contracts

excluding the dividend hedge contract discussed below is measured by estimating thepotential impact

of 10% change in the value of the U.S dollar relative to the local currency exchange rates The rates

used to perform this analysis were based on the market rates in effect on September 25 2009 10%

appreciation of the U.S dollar relative to the local currency exchange rates would result in $6 million

net increase in the fair value of the contracts Conversely 10% depreciation of the U.S dollar

relative to the local currency exchange rates would result in $7 million net decrease in the fair value

of the contracts However gains or losses on these derivative instruments are economically offset by the

gains or losses on the underlying transactions

Effective March 17 2009 Tyco changed its jurisdiction of incorporation from Bermuda to

Switzerland Until January 2011 Tyco intends to make dividend payments in the form of reduction

of capital denominated in Swiss francs However the Company expects
to actually pay dividends in

U.S dollars based on exchange rates in effect shortly before the payment date Fluctuations in the

value of the U.S dollar compared to the Swiss franc between the date the dividend is declared and

paid will increase or decrease the U.S dollar amount required to be paid The Company manages the

potential variability in cash flows associated with the dividend payments by entering into derivative

financial instruments used as economic hedges of the underlying risk 10% appreciation of the U.S

dollar relative to the Swiss franc would result in $20 million net decrease in the fair value of the

contracts Conversely 10% depreciatin of the U.S dollar relative to the Swiss franc would result in

$24 million net increase in the fair value of the contracts However gains or losses on these

derivative instruments are economically offset by the gains or losses on the underlying transactIons

Previously we hedged our investment in certain foreign operations In December 2006 due to

required changes to the legal entity structure to facilitate the Separation the Company determined that

it would no longer consider certain intercompany foreign currency transactions to be long-term

investments As result the related foreign currency transaction gains and losses on such investments

were recorded in the Consolidated Statements of Operations subsequent to this determination rather

than in the currency translation component of accumulated other comprehensive loss income within

shareholders equity Forward contracts that were previously designated as hedges of these net

investments continued to be used to manage this exposure but were no longer designated as net

investment hedges

During fiscal 2009 we designated certain intercompany loans as permanent in nature As of

September 25 2009 $3.0 billion of intercompany loans have been designated as permanent in nature

and for the year ended September 25 2009 we recorded the cumulative translation loss through
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accumulated other comprehensive loss income related to these loans which had no material impact

for fiscal 2009 and $141 million for fiscal 2008

Interest Rate Exposures

Our long-term debt portfolio primarily cOnsists of fixed-rate instruments The Company manages
its interest rate risk through the use of interest rate swap transactions with financial institutions acting

as principal counterparties which were designated as fair value hedges for accounting purposes During

2009 the Company entered into the interest rate swap transactions with the objective of managing the

exposure to interest rate risk by converting the interest rates on $1.4 billion of fixed-rate debt to

variable rates In these contracts the Company agreed with financial institutions acting as principal

counterparties to exchange at specified intervals the difference between fixed and floating interest

amounts calculated on an agreed-upon notional principal amount 100 basis point increase in interest

rates relative to interest rates as of September 25 2009 would result in $22 million net decrease in

the fair value of the contracts Conversely 100 basis point decrease in interest rates relative to

interest rates as of September 25 2009 would result in $22 million net increase in the fair value of

the contracts

Commodity Exposures

We are exposed to volatility in the prices of raw materials used in some of our products and may
in limited circumstances enter into hedging contracts to manage those exposures These exposures are

monitored as an integral part of our risk management program. During 2009 the Company did not

hedge its exposure attributable to changes in commodity prices but may consider such strategies in the

future

Item Financial Statements and Supplementary Data

The following consolidated financial statements and schedule specified by this Item together with

the report thereon of Deloitte Touche LLP are presented following Item 15 of this report

Financial Statements

Managements Responsibility for Financial Statements

Reports of Independent Registered Public Accounting Firm

Consolidated Statements of Operations for the years ended September 25 2009

September 26 2008 and September 282007

Consolidated Balance Sheets as of September 25 2009 and September 26 2008

Consolidated Statements of Shareholders Equity for the years ended September 25 2009

September 26 2008 and September 28 2007

Consolidated Statements of Cash Flows for the years ended September 25 2009

September 26 2008 and September 28 2007

Notes to Consolidated Financial Statements

Financial Statement Schedule

Schedule IlValuation and Qualifying Accounts

All other financial statements and schedules have been omitted since the information required to

be submitted has been included in the Consolidated Financial Statements and related Notes or because

they are either not applicable or not required under the rules of Regulation S-X

Information on quarterly results of operations is set forth in Note 24 to the Consolidated Financial

Statements
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Item Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to provide reasonable assurance

that information required to be disclosed in our Exchange Act reports is recorded processed

summarized and reported within the time periods specified in the Securities and Exchange

Commissions rules arid forms and that such information is accumulated and communicated to our

management including our Chief Executive Officer and Chief Financial Officer as appropriate to

allow timely decisions regarding required disclosure

Under the supervision and with the participation of our management including our Chief

Executive Officer and our Chief Financial Officer we conducted an evaluation of the effectiveness of

our disclosure controls and procedures as defined under Exchange Act Rule 13a-15e Based on this

evaluation our Chief Executive Officer and our Chief Financial Officer concluded that as of

September 25 2009 our disclosure controls and procedures were effective to provide reasonable

assurance that information required to be disclosed in our Exchange Act reports
is recorded processed

summarized and reported as and when required

We have made significant systems and process improvements in our tax accounting processes

through fiscals 2008 and 2009 and in the fourth quarter of 2009 management conducted extensive

assessments of the effectiveness of the tax accounting and control procedures After reviewing the

results of these assessments management concluded that internal controls relating to accounting for

income taxes are designed and operating effectively to prevent material error from occurring or to

assure that such an error would be detected and corrected in timely manner.

There were no other changes in our internal controls over financial reporting that occurred during

the quarter ended September 25 2009 that have materially affected or are reasonably likely to

materially affect these internal controls

Managements Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over

financial reporting as defined under Exchange Act Rules 13a-15f and 15d-15f Our internal control

over financial reporting is
process designed to provide reasonable assurance regarding the reliability

of financial reporting and the preparation of financial statements for external purposes in accordance

with accounting principles generally accepted in the United States of America Internal control over

financial reporting includes those policies and procedures that pertain to the maintenance of

records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the

Companys assets provide reasonable assurance that transactions are recorded as necessary to

permit preparation of financial statements in accordance with generally accepted accounting principles

and that the Companys receipts and expenditures are being made only in accordance with

authorizations of the Companys management and directors and provide reasonable assurance

regarding prevention or timely detection of unauthorized acquisition use or disposition of the

Companys assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or

detect misstatements Also projections of any evaluation of effectiveness to future periods are subject

to the risk that controls may become inadequate because of changes in conditions or that the degree

of compliance with the policies or procedures may deteriorate

Management assessed the effectiveness of our internal control over financial reporting as of

September 25 2009 In making this assessment management used the criteria set forth by the

Committee of Sponsoring Organizations of the Treadway Commission COSO in Internal Control
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Integrated Framework Managements assessment included an evaluation of the design of the Companys

internal control over financial reporting and testing of the operational effectiveness of its internal

control over financial reporting Management reviewed the results of its assessment with the Audit

Committee of our Board of Directors Based on our assessment and those criteria management
believes that the Company maintained effective internal controls over financial reporting as of

September 25 2009

material weakness is deficiency or combination of defi3iencies in internal control over

financial reporting such that there is reasonable possibility that material misstatement of the

Companys annual or interim financial statements will not be prevented or detected on timely basis

During 2007 management procedures and testing identified errors that although not material to the

Consolidated Financial Statements led management to conclude that control deficiencies existed

related to tax effecting consolidating entries 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 tax amounts ifl the Consolidated Balance Sheets As result of these deficiencies it

was reasonably possible that internal controls over financial reporting may not have prevented or

detected errors from occurring that couki have been material either individually or in the aggregate

Management accordingly concluded that internaL contmls over financial reporting were not effective as

result of material weakness related certain aspects of accounting for income taxes as of

September 28 2007 and September 26 2008 As of September 25 2009 the Company has remediated

the material weakness in income tax accounting. as result of corrective actions taken in fiscal 2008 and

fiscal 2009

During fiscal years 2008 and 2009 we have focused on our internal controls over accounting for

income tates and have taken steps strengthen controls in response to the identified material

weakness Significant internal conto1 infOrmation systems and process improvements have been

implemented in our tax accounting processes to enhance effectiveness and sustainability including

Increased number of tax accounting resources

Enhanced policies and procedures relating to tax account reconciliation and analysis

Conducted extensive Company-wide training for all company personnel engaged in tax

accounting activities

Improved the Ievel and quality of crosscompany communicatirn and information flows

regarding the tax accounting process and requirements

Improved process
for tax effecting consolidating entries and

Enhanced momtoring of tax accounting submissions and tax account balances of our legal

entities globally

We made the above improvements through 2008 and 2009 and in the fourth quarter of 2009

management concluded that the improved controls had been operating for sufficient period of time

to allow the effectiveness of the rdmediation measures to be validated We conducted extensive

assessments of the effectiveness of the remediatied tax accounting and control procedures After

reviewing the results of these assements management concluded that internal controls relating to

accounting for income taxes are designed and operating effectively to prevent material error from

occurring or to assure that such an error would be detected and corrected in timely manner

Our internal control over financial reporting as of September 25 2009 has been audited by

Deloitte Touche LLP the independent registered public accounting firm that audited and reported

on the Consolidated FinaæØial Statements included inthis Form 10-K and their report is also included

in this Form 10-K

Item 9B Other Iiiformation

None
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PART III

Item 10 Directors Executive Officers and Corporate Governance

Information concerning Directors and Executive Officers may found under the captions

Proposal Number OneElection of Directors Committees of the Board of Directors and

Executive Officers in our definitive proxy statement for our 2010 Annual General Meeting of

Shareholders the 2010 Proxy Statement which will be filed with the Commission within 120 days

after the close of our fiscal year Such information is incorporated herein by reference The information

in the 2010 Proxy Statement set forth under the caption Section 16a Beneficial Ownership Reporting

Compliance is incorporated herein by reference Information regarding shareholder communications

with our Board of Directors may be found under the caption Communications with the Board of

Directors in our 2010 Proxy Statement and is incorporated herein by reference

Code of Ethics

We have adopted the Tyco Guide to Ethical Conduct which applies to all employees officers and

directors of Tyco Our Guide to Ethical Conduct meets the requirements of code of ethics as

defined by Item 406 of Regulation S-K and applies to our Chief Executive Officer Chief Financial

Officer and Chief Accounting Offiber as well as all other employees Our Guide to Ethical Conduct

also meets the requirements of code of business conduct and ethics under the listing standards of the

New York Stock Exchange Inc Our Guide to Ethical Conduct is posted on our website at

wwwlyco.cam under the heading Corporate CitizenshipGovernance We will also provide copy of

our Guide to Ethical Conduct to shareholders upoi request. We disclose any amendments to our

Guide to Ethical Conduct as well as any waivers for executive officers or directors on our website

Item 11 Executive Compensation

Information concerning executive compensation may be found under the captions Executive

Officer Compensation Compensation of Non-Employee Directors and Governance of the

Company of our 2010 Proxy Statement Such information incorporated herein by reference

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder

Matters

The infOrmation in our 2010 Proxy Statemetit set forth under the captions Executive Officer

Compensation and Security Ownership of Certain Beneficial Owners and Management is

incorporated herein by reference

Item 13 Certain Relationships and Related fransactions and Director Independence

The information in our 2010 Proxy Statement set forth under the captions Governance of the

Company and Committees of the Board is incorporated herein by reference

Item 14 Principal Accountant Fees and Services

The informaUon in our 2010 Proxy Statement set forth under.the captions Proposal Number

FiveElection of Auditors Audit and Non Audit Fees and Policy on Audit Committee

Pre Approval of Audit and Permissible Non Audit Services of the Independent Auditors is

incorporated herein by reference
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PART 1V

Item 15 Exhibits and Financial Statement Schedules

and Financial Statements and Supplementary DataSee Item

Exhibit Index

Exhibit

Number Description

2.1 Separation and Distribution Agreement by and among Tyco International Ltd Covidien Ltd
and 1rco Electronics Ltd dated June 29 2007 Incorporated by reference to Exhibit 2.1 to

1co International Ltd.s current Report on Form 8-K filed on July 2007

3.1 Memorandum of Association of Tyco International Ltd Tyco International AG Tyco
International SA amended to reflect change in par value of registered shares Filed

herewith

3.2 Organizational Regulations Incorporated by reference to Exhibit 3.2 of Tyco

International Ltd.s Current Report on Form 8-K filed on March 17 2009

4.1 Form of Indenture dated as of June 1998 among Tyco International Group S.A Tyco and

Wilmington Trust Company as successor to The Bank of New York as trustee Incorporated

by reference to Exhibit 4.1 to Post-effective Amendment No.1 to Tycos and Tyco International

Group S.A.s Co-Registration Statement on Form S-3 No 333-50855 filed on June 1998

4.2 Supplemental Indenture No dated as of June 1998 among 1co International

Group S.A 1yco arid Wilmington Trust Company as successor to The Bank of New York as

trustee relating to the co-obligors 7.0% Notes due 2028 Incorporated by reference to

Exhibit 4.4 to Post-effective Amendment No to Tycos and Tyco International Group S.A.s

Co-Registration Statement on Form S-3 No 333-50855 filed on June 1998

4.3 Supplemental Indenture No .8 dated as of January 12 1999 among Tyco International

Group S.A Tyco International Ltd and the Bank of New York as Trustee relating to the

co-obligors 6.875% Notes due 2029 Incorporated by reference to Exhibit 4.7 to Tyco

International Ltd.s Post-Effective Amendment No to Registration Statement on Form S-3

333-50855 filed on January 26 1999

4.4 Supplemental Indenture No 16 dated as of February 21 2001 among Tyco international

Group S.A Tyco International Ltd and the Bank of New York as Trustee relating to the

co-obligors 6.750% Notes due 2011 Incorporated by reference to Exhibit 4.3 to Tyco

International Group S.A.s Post-Effective Amendment No to Form S-3 333-44100 filed on

February 28 2001

4.5 Supplemental Indenture No 20 dated as of October 26 2001 among Tyco International

Group S.A Tyco International Ltd and the Bank of New York as Trustee relating to the

co-obligors 6.375% Notes due 2011 Incorporated by reference to Exhibit 4.4 to Tyco

International Ltd.s Post-Effective Amendment No to Form S-3 333-68508 filedon

November 2001

Indenture dated as of November 12 2003 among Tyco International Group Tyco

International Ltd and The Bank of New York as Trustee Incorporated by reference to

Exhibit 4.1 to Tyco International Ltd.s Quarterly Report on Form 10-0 for thern quarterly

period ended December 31 2003 filed on February 17 2004
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Exhibit

Number Description

4.7 First Supplemental Indenture dated as of November 12 2003 among Tyco International

Group S.A Tyco International Ltd and The Bank of New York as trustee relating to the

co-obligors 6.0% Notes due 2013 Incorporated by reference to Exhibit 4.2 to Tyco

International Ltd.s Quarterly Report on Form 10-Q for the quarterly period ended

December 31 2003 filed on February 17 2004

4.8 Supplemental Indenture 2008-1 by and among Tyco International Ltd Tyco International

Finance S.A and Wilmington Trust Company as trustee dated as of May 15 2008

Incorporated by reference to Exhibit 4.1 to Tyco International Ltd.s Current Report on

Form 8-K filed on June 2008

4.9 Supplemental Indenture 2008-1 by and among Tyco International Ltd Tyco International

Finance S.A and Wilmington Trust Company as trustee dated as of May 15 2008

Incorporated by reference to Exhibit 4.2 to Tyco International Ltd.s Current Report on

Form 8-K filed on June 2008

4.10 Supplemental Indenture 2008-2 by and among Tyco International Ltd Tyco International

Finance S.A and Wilmington Trust Company as trustee dated as of May 15 2008 relating to

the co-obligors 6.875% Notes due 2021 Incorporated by reference to Exhibit 4.3 to Tyco

International Ltd.s Current Report on Form 8-K filed on June 2008

4.11 Supplemental Indenture 2008-3 by and among Tyco International Ltd Tyco International

Finance S.A and Wilmington Trust Company as trustee dated as of May 15 2008 relating to

the co-obligors 7.0% Notes due 2019 Incorporated by reference to Exhibit 4.4 to Tyco

International Ltd.s Current Report on Form 8-K filed on June 2008

4.12 Indenture dated as of January 2009 by and among Tyco International Finance S.A as

issuer Tyco International Ltd as guarantor and Deutsche Bank Trust Company Americas as

trustee Incorporated by reference to Exhibit 4.1 to Tyco International Ltd.s Current Report

on Form 8-K filed on January 2009

4.13 Supplemental Indenture dated as of January 2009 by and among Tyco International

Finance S.A as issuer Tyco International Ltd as guarantor and Deutsche Bank Trust

Company Americas as trustee relating to the issuers 8.5% notes due 2019 Incorporated by

reference to Exhibit 4.1 to Tyco International Ltd.s Current Report on Form 8-K filed on

January 2009

4.14 Second Supplemental Indenture dated as of October 2009 by and among Tyco

International Finance S.A as issuer Tyco International Ltd as guarantor and Deutsche

Bank Trust Company Americas as trustee relating to the issuers 4.125% notes due 2014

Incorporated by reference to Exhibit 4.1 to Tyco International Ltd.s Current Report on

Form 8-K filed on October 2009

10.1 The Tyco International Ltd Long Term Incentive Plan formerly known as the ADT 1993

Long-Term Incentive Plan as amended May 12 1999 Incorporated by reference to

Exhibit 10.1 to Tyco International Ltd.s Form S-8 No 333-80391 filed on June 10 1999

10.2 1994 Restricted Stock Ownership Plan for Key Employees Incorporated by reference to

Exhibit 10.1 to Tyco International Ltd.s Registration Statement on Form S-8 No 333-93261

filed on December 21 1999

10.3 Tyco International US Inc Supplemental Executive Retirement Plan amended and restated

as of October 2000 dated December 30 2000 Incorporated by reference to Exhibit 10.3 to

Tyco International Ltd.s Annual Report on Form 10-K for the fiscal
year

ended

September 30 2004 filed on December 14 2004
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Exhibit

Number Description

10.4 Second Amendment to 13co International US Inc Supplemental Executive Retirement Plan

dated Februaty 14 2002 Incorporated by reference to Exhibit 10.4 to Tyco

International Ltd.s Annual Report on Form 10-K for the fiscal year ended September 30

2004 filed on December 14 2004

10.5 Third Amendment to Tyco International US Inc Supplemental Executive Retirement Plan

dated July 30 2002 Incorporated by reference to Exhibit 10.5 to Tyco International Ltd.s

Annual Report on Form 10-K for the fiscal year ended September 30 2004 filed on

December 14 2004

10.6 Amendments to the Tyco International Ltd Supplemental Executive Retirement Plan dated

December 24 2003 Incorporated by reference to Exhibit 10.6 to Tyco International Ltd.s

Annual Report on Form 10-K for the fiscal year ended September30 2004 filed on

December 14 2004.12

10.7 December 2003 Amendment to Tyco International US Inc Supplemental Executive

Retirement Plan dated December 24 2003 Incorporated by referencd to Exhibit 10.7 to Tyco

International Ltd.s Annual Report on Form 10-K for the fiscal year ended September 30

2004 filed on December 14 20041

10.8 Amendment No 2004-1 to the Tyco International Us Inc Supplemental Executive

Retirement Plan dated April 30 2004 Incorporated by reference to Exhibit 10.8 to Tyco

International Ltd.s Annual Report on Form 10-K for the fiscal year
ended September 30

2004 filed oh Decembert4 2004.1

10.9 The Amended and Restated Tyco Internatiohal Ltd Deferred Cdmpensation Plan for

Directors EffectiveJanuary 2005 Incorporated by referenceto Exhibit 10.9 to 1co
International Ltd.s Annual Report on Form 10-K for the

year
ended September 30 2005 filed

December 2005.1

10.10 The Tyco International Ltd Long Term Incentive Plan II Incorpdrated by reference to

Exhibit 10.1 to Tyco International Ltd.s Registralion Statement on Form S-8 No 333-75037

filed March 25 1999.i

10 11 Change in Control Severance Plan for Certain Officers and Executives dated January

2005 as amended Incorporated by reference to Exhibit 10 to Tyco Interhational Ltd

Quarterly Report on Form 10-Q for the quarterly period ended March 27 2009 filed on

April 30 2009.1

10 12 Edward Breen Employment Contract dated July 25 200 as amended Incorporated by

reference to Exhibit 99.1 to Tyco International Ltd.s Current Report on Form 8-K filed

December 19 2008.1

10.13 Employment Offer Letter dated February 14 2005 between Tyco International Ltd and

Christopher Coughlin Incorporated by reference to Exhibit 10 to Tyco

International Ltd Current Report on Form filed on February 15 2005

10.14 Tyco Supplemental Savings and Retirçment Plan amended and restated effective January

2005 Incorporated by reference td Exhibit 10 27 to Tyco International Ltd Annual Report

on Form 10-K for the year ended September 30 2005 filed on December 2005
10.15 Tyco International Ltd 2004 Stock and Incentive Plan amended and restated effective

September 10 2008 InŒorporated by reference to Exhibit 10.1 to Tyco International Ltd

Current Report on Form 8-K filed on September 16 2008.i
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Exhibit

Number Description

10.16 Form of terms and conditions for Option Awards Restricted Stock Awards Restricted Unit

Awards Performance Share Awards undet the 2004 Stock and Incentive Plan Incorporated

by reference to Exhibit 10.18 to Tyco International Ltds Annual Report on Form 10-K for the

year ended September .26 2008
10.17 Form of terms and conditions for Restricted Stock Awards for Directors under the 2004 Stock

and Incentive Plan Filed herewith.1

10.18 Terms and conditions for Option Awards and Performance Share Awards granted to

Christopher Coughlin under the 2004 Stock and Incentive Plan Incorporated by reference to

Exhibit 10.7 to Tyco International Ltd.s Current Report on Form 8-K filed on October

2009.1

10.19 Tyco International US Inc Severance Plan for U.S Officers and Executives Plan as

amended IncorporatØdby reference to Exhibit 10.4 to Tyco International Ltd.s Quarterly

Report on Form 10-Q for the quarterly period ended March 27 2009 filed on April 30

2009.i

10.20 Founders Grant Option Award Incorporated by reference to Exhibit 10.6 to Tyco

International Ltd.s Current Report on Form 8-K filed on July 2007.i

10.21 Founders Grant Restricted Unit Award Incorporated by reference to Exhibit 10.7 to Tyco

International Ltd.s Current Report on Form 8-K filed on July 2007.l

10 22 Founders Grant Performance Share Unit Award Incorporated by reference to Exhibit 10 to

Tyco International Ltd Current Report on Form filed on July 2007

10.23 Credit Agreement dated as of April 25 2007 among Tyco International Finance S.A Tyco

International Ltd the Lenders party thereto and Citibank N.A as Administrative Agent

Incorporated by reference to Exhibit 10.4 to Tyco International Ltd.s Current Report on

Form 8-K filed on April 27 2007

10 24 Amendment No to 364 Day Senior Bridge Loan Agreement dated as of November 27

2007 and Amendment No to Credit Agreement dated as of April 25 2007 among Tyco

International Ltd Bermuda company Tyco International Finance S.A Luxembourg

company the Lenders party thereto and Citibank N.A as Administrative Agent

Incorporated by reference to Exhibit 10.27 to Tyco International Ltd.s Annual Report on

Form 10-K for the fiscal year ended September 28 2007 filed on November 27 2007

10.25 Three-Year Senior Unsecured Credit Agreement dated June 24 2008 Incorporated by

reference to Exhibit 10.1 to Tyco International Ltd.s Current Report on Form 8-K filed on

June 26 2008

10.26 Amendment No dated June 24 2008 to Five-Year Senior Credit Agreement dated

April 25 2007 Incorporated by reference to Exhibit 10.1 to Tyco International Ltd.s Current

Report on Form 8-K filed on June 26 2008

10.27 Tax Sharing Agreement by and among Tyco International Ltd Covidien Ltd and Tyco

Electronics Ltd dated June 29 2007 Incorporated by reference to Exhibit 10.1 to Tyco

International Ltd.s Current Report on Form 8-K filed on July 2007

10.28 Guarantor Assumption Agreement by and among Tyco International Ltd and Tyco

Electronics Ltd dated as of June 29 2007 Incorporated by reference to Exhibit 10.2 to Tyco

International Ltd.s Current Report on Form 8-K filed on July 2007

10.29 Guarantor Assumption Agreement by and among Tyco International Ltd and Tyco

Electronics Ltd dated as of June 29 2007 Incorporated by reference to Exhibit 10.3 to Tyco

International Ltd.s Current Report on Form 8-K filed on July 2007
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Exhibit

Number Description

10.30 Guarantor Assumption Agreement by and among Tyco International Ltd and Covidien Ltd
dated as of June 29 2007 Incorporated by reference to Exhibit 10.4 to Tyco

International Ltd.s Current Report on Form 8-K filed on July 2007

10.31 Guarantor Assumption Agreement by and among Tyco International Ltd and Covidien Ltd
dated as of June 29 2007 Incorporated by reference to Exhibit 10.5 to Tyco

International Ltd.s Current Report on Form 8-K filed on July 2007

21.1 Subsidiaries of Tyco International Ltd Filed herewith

23.1 Consent of Deloitte Touche LLP Filed herewith

24.1 Power of Attorney with respect to Tyco International Ltd signatories filed herewith

31.1 Certification by the Chief Executive Officer pursuant to 18 U.S.C Section 1350 as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 Filed herewith

31.2 Certification by the Chief Financial Officer pursuant to 18 U.S.C Section 1350 as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 Filed herewith

32.1 Certification by the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C

Section 1350 as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 Filed

herewith

101 Financial statements from the Annual Report on Form 10-K of Tyco International Ltd for the

fiscal year ended September 25 2009 formatted in XBRL the Consolidated Statements of

Operations ii the CoæsOlidatŁdllalªrice ShºŁts iii the onsO1idated Statements of Cash

Flows iv the Consolidated Statements of Shareholders Equity and the Notes to

Consolidated Financial Statements tagged as blocks of text

Management contract or compensatory plan

In July 1997 wholly-owned subsidiary of what was formerly called ADT Limited ADT merged with Tyco
International Ltd Massachusetts Corporation at the time Former Tyco Upon consummation of the merger ADT
the continuing public company changed its name to 1co Intemationhl Ltd Tyco Former lyco became wholly
owned subsidiary of Tyco and changed its name to 1yco International US Inc

See Item 15a3 above

See Item 15a2 above
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the

registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly

authorized

Date November 16 2009

TYCO INTERNATIONAL LTD

By /s CHRISTOPHER COUGHLIN

Christopher Coughlin

Executive Vice President

and Chief Financial Officer

Principal Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed

below by the following persons on behalf of the registrant on November 16 2009 in the capacities

indicated below

Name Title

Is EDWARD BREEN

Edward Breen

Is CHRISTOPHER COUGHLIN

Christopher Coughlin

Is CAROL ANTHONY DAVIDSON

Carol Anthony Davidson

Timothy Donahue

Brian Duperreault

Bruce Gordon

Rajiv Gupta

Chairman Chief Executive Officer and Director Principal

Executive Officer

Executive Vice President and Chief Financial Officer

Principal Financial Officer

Senior Vice President Controller and Chief Accounting

Officer Principal Accounting Officer

Director

Director

Director

Director
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Name

John Krol
Director

Title

Dr Brendan ONeill

William Stavropoulos

Sandra Wijnberg

Jerome York

Director

Director

Director

Judith Reinsdorf by signing her name hereto does sign this document on behalf of the above

noted individuals pursuant to powers of attorney duly executed by such individuals which have

been filed as Exhibit 24.1 to this Report

By Is JUDITH REINSDORF

Judith Reinsdorf

Attorney-in-fact

Director

Director

David Yost
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MANAGEMENTS RESPONSIBILITY FOR FINANCIAL STATEMENTS

Discussion of Managements Responsibility

We are responsible for the preparation integrity and fair presentation of the Consolidated

Financial Statements and related information appearing in this report We take these responsibilities

very seriously and are committed to being recognized as leader in governance controls clarity and

transparency of financial statements We are committed to making honesty integrity and transparency

the hallmarks of how we run Tyco We believe that to succeed in todays environment requires more

than just compliance with laws and regulationsit requires culture based upon the highest levels of

integrity and ethical values Expected behavior starts with our Board of Directors and our senior team

leading by example and includes every one of Tycos global employees as well as our customers

suppliers and business partners One of our most crucial objectives is continuing to maintain and build

on the public employee and shareholder confidence that has been restored in Tyco We believe this is

being accomplished first by issuing financial information and related disclosures that are accurate

complete and transparent so investors are well informed second by supporting leadership culture

based on an ethic of uncompromising integrity and accountability and third by recruiting training and

retaining high-performance individuals who have the highest ethical standards We take full

responsibility for meeting this objective We maintain appropriate accounting standards and disclosure

controls and devote our full commitment and the necessary resources to these items

Dedication to Governance Controls and Financial Reporting

Throughout 2009 we continued to maintain and enhance internal controls over financial reporting

disclosures and corporate governance practices We believe that strong
control environment is

dynamic process Therefore we intend to continue to devote the necessary resources to maintain and

improve our internal controls and corporate governance

Our Audit Committee meets regularly and separately with management Deloitte Touche LLP

our independent auditors and our internal auditors to discuss financial reports controls and auditing

We our Board and our Audit Committee are all committed to excellence in governance financial

reporting and controls

Is EDWARD BREEN Is CHRISTOPHER COUGHLIN

Edward Breen Christopher Coughlin

Chairman and Chief Executive Officer Executive Vice President and

Chief Financial Officer
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REPORT OF INDEPENDENT REGISTERED PUBUC ACCOUNTING FIRM

To the Board of Directors and Shareholders of

Tyco International Ltd

We have audited the accompanying consolidated balance sheets of 1co International Ltd and

subsidiaries the Company as of September 25 2009 and September 26 2008 and the related

consolidated statements of operations shareholders equity and cash flows for each of the three fiscal

years
in the period ended September 25 2009 Our audits also included the financial statement

schedule listed in the Index at Item 15 These financial statements and fInancial statement schedule are

the
responsibility of the Companys management Our responsibility is to

express an opinion on the

financial statements and financial statement schedule based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting

Oversight Board United States Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement An

audit includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements An audit also includes
assessing

the accounting principles used and significant

estimates made by management as well as evaluating the overall financial statement presentation We

believe that our audits provide reasonable basis for our opinion

In our opinion such consolidated financial statements present fairly in all material respects
the

financial position of Tyco International Ltd and subsidiaries as of September 25 2009 and

September 26 2008 and the results of their operations and their cash flows for each of the three fiscal

years in the period ended September 25 2009 in conformity with accounting principles generally

accepted in the United States of America Also in our opinion such financial statement schedule

when considered in relation to the basic consolidated financial statements taken as whole presents

fairly in all material respects the information set forth therein

As discussed in Note to the consolidated financial statements effective September 29 2007 the

Company adopted new accounting guidance on the accounting for uncertain income tax positions

ii the Company changed the depreciation method and estimated useful life used to account for pooled

subscriber system assets and related deferred revenue from the straight-line method with lives ranging

from 10 to 14
years to an accelerated method with lives up to 15 years effective as of the beginning of

the third quarter of fiscal 2007 and iii the Company adopted the new accounting guidance for the

recognition and related disclosure provisions for defined benefit pension and other postretirement plans

effective September 29 2007 and the related guidance on the measurement date effective

September 27 2008

We have also audited in accordance with the standards of the Public Company Accounting

Oversight Board United States the Companys internal control over fmancial reporting as of

September 25 2009 based on the criteria established in Internal ControlIntegrated Framework issued

by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated

November 16 2009 expressed an unqualified opinion on the Companys internal control over financial

reporting

Is DELOITFE TOUCHE LLP

New York New York

November 16 2009
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REPORT OI INIEPENDENT REGISTEREI PUILIC ACCOUNTfNG FIRM

To the Board of Directors and Shareholders of

Tyco International Ltd

We have audited the internal control over fmancial reporting of Tyco International Ltd and

subsidiaries the Company as of Septernber 25 2009 based on crkeria established in Internal Control

Integrated Framework issued by the Committee of Sponsoring Organizatioi3s of the Treadway Commission

The Companys managemcot responsible for maintaining effective internal control over fmancial

reporting and for its assessment of the effectiveness of internal control over fmancial reporting included in

the accompanying Managements Report on Internal Control over Financial Reporting Our responsibility is

to express an opinion on the Companys internal control over fmancial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting

Oversight Board United States Those standards require that we plan and perform the audit to obtam

reasonable assurance about whether effective internal control over financial reportmg was mamtamed in all

matenal respects Our audit included obtaming an understandmg of internal control over fmancial

reporting assessmg
the nsk that matŁnal weakness exists testing

and evaluating the design and operating

effectiveness of internal control basd the assessed risk and performing such other procedures as we

considered necessary
in the circuthxtafices We believe that our audit provides reasonable basis for our

opinion

companys internaf contrl over financial reporting is
process designed by or under the

supervision of the compnys prineipii executhe and principalfinancial officers or persons performing

similar functions and effected by the companys board of directors management and other personnel

to provide reasonab1easstrance.regarding the reliability of financial reporting and the preparation of

financial statements for external purposes in accordance with generally accepted accounting principles

companys internal control over financial reporting includes those policies and procedures that

pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the

transactions and dispositions of the assets of the company provide reasonable assurance that

transactions are recorded as necessary to permit preparation Of financial statements in accordance with

generally accepted accounting principles and that receipts and expenditures of the company are being

made only in accordance with adthoriztions of management and directors of the company and

provide reasonable assurance regarding prevention Cr timely detection of unauthorized acquisition

use or disposition of the compänys a5sets that could have material effect on the financial statements

Because of the inherent limitations of internal control over financial reporting including the

possibility of collusion or improper management override of controls material misstatements due to

error or fraud may not be prevented or detected on timely basis Also projections of any evaluation

of the effectiveness of the internal control over financial reporting to future periods are subject to the

risk that the controls maI become inadequate because of changes in conditions or that the degree of

compliance with the policies procedures may dteriorate

In our opinion the Company maintained in all material respects effective internal control over

financial reporting as ofSeptember 25 2009 based on the criteria established in Internal ControlIntegrated

Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission

We have also audited in accordance with the standards of the Public Company Accounting

Oversight Board United States the consolidated financial statements .and financial statement schedule

as of and for the fiscal year ended September 25 2009 of the Company and our report dated

November 16 2009 expressed an unqualified opinion on those financial statements and financial

statement schedule and included an explanatory paragraph regarding the Companys adoption of new

accounting guidance for defined benefit pension and other postretirement plans

/s DELOITE TOUCHE LLP

New York New York

November 16 2009
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TYCO INTERNATIONAL LTD
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended September 25 2009 September 26 2008 and September 28 2007

in millions except per share data

See Notes to Consolidated Financial Statements

2009

$10482

6755

17237

7584

3559

4657

2705

219

1487
44

301

1751
78

1833
35

1798

473

473

2008

$13064

7135

20199

9200

3923

4906

10

10

225

1941

110

396
224

1431

335

1095

458

$1553

2007

$11
6661

18477

8495

3722

4776

2862

105

59

190

1732
104

313
255

2196
324

2524
782

1742

5.10

1.58

3.52

495

495

Revenue from product sales

Service revenue

Net revenue

Cost of product sales

Cost of services

Selling general and administrative expenses
Class action settlement net

Separation costs

Goodwill and intangible asset impairments See Note 10
Restructuring asset impairment and divestiture charges net See Notes

and

Operating loss income

Interest income

Interest expense

Other expense net

Loss income from continuing operations before income taxes and

minority interest

Income tax expense

Minority interest

Loss income from continuing operations

Income from discontinued operations net of income taxes

Net loss income

Basic earnings per share

Loss income from continuing operations

Income from discontinued operations

Net loss income

Diluted earnings per share

Loss income from
continuing operations

Income from discontinued operations

Net loss income

Weighted-average number of shares outstanding
Basic

Diluted

3.87
0.07

3.80

3.87

0.07

3.80

2.26 5.10
0.95 1.58

3.21 3.52

2.25

0.94

3.19

484

488
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TYCO INTERNATIONAL LTD
CONSOLIDATED BALANCE SHEETS

As of September 25 2009 and September 26 2008

in millions except share data

2009 2008

Assets

Current Assets

Cash and cash equivalents
2354 $1519

Accounts receivable less allowance for doubtful accounts of $173 and $173

respectively
2629 2986

Inventories
1443 1877

Prepaid expenses and other current assets
972 1238

Deferred income taxes
413 541

Assets held for sale
156 268

Total current assets
7967 8429

Property plant and equipment net 3497 3493

Goodwill 8791 11619

Intangible assets net
2647 2681

Other assets
2651 2582

Total Assets
$25553 $28804

Liabilities and Shareholders Equity

Current Liabilities

Loans payable and current maturities of long-term debt 245 555

Accounts payable
1244 1608

Accrued and other current liabilities 2476 2717

Deferred revenue
590 594

Liabilities held for sale
161 211

Total current liabilities
4716 5685

Long-term debt
4029 3709

Deferred revenue
1134 1187

Other liabilities
2720 2715

Total Liabilities
12599 13296

Commitments and contingencies See Note 15

Minority interest
13 14

Shareholders Equity See Note 17
Preference shares Nil as of September 25 2009 and $4 par value 31250000

shares authorized none outstanding as of September 26 2008

Common shares CHF 7.60 par value 814801671 shares authorized 479346720

shares outstanding as of September 25 2009 $0.80 par value 1000000000

shares authorized 477667844 shares issued net of 21952786 shares owned

by subsidiaries as of September 26 2008 3122 382

Common shares held in treasury 5182984 and 4882081 shares as of

September 25 2009 and September 26 2008 respectively 214 192

Capital
in excess

Share premium
9236

Contributed surplus
10940 4711

Accumulated deficit earnings
820 1125

Accumulated other comprehensive loss income 87 232

Total Shareholders Equity
12941 15494

Total Liabilities and Shareholders Equity $25553 $28804

See Notes to Consolidated Financial Statements
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TYCO INTERNATIONAL LTD
CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY

Years Ended September 25 2009 September 26 2008 and September 28 2007

in millions

Common Accumulated

Shares Other

Number of $0.80 Accumulated Comprehensive

Common Par freasury Share Contributed Earnings Income

Shares Value Shares Premium Surplus Deficit Loss Total

Balance as of September 29 2006 498 398 8787 $14493 $10692 $1017 35387

Comprehensive income

Net loss 1742 1742
Currency translation 883 883

Unrealized gain on marketable securities and

derivative instruments net of income taxes

Minimum pension liability net of income taxes 249 249

Total comprehensive loss 607

Dividends declared 668 668
Share options exercised including tax expense of

$23 402 23 429

Repurchase of common shares by subsidiary 722 727
Compensation expense 295 295

Exchange of convertible debt

Distribution of Covidien and Tyco Electronics 8651 8248 1476 18375
Cumulative effect of adopting new accounting

principle see Note 16
_______ _______ _______

111 111

Balance as of September 28 2007 496 397 9189 5439 34 565 15624

Comprehensive income

Net income 1553 1553

Currency translation 307 307
Unrealized loss on marketable securities and

derivative instruments net of income taxes

Retirement plans net of income taxes 21 21
Total comprehensive income 1220

Dividends declared 313 313
Share options exercised including tax benefit of $2 47 51

Repurchase of common shares by subsidiary 20 17 837 854
Repurchase of common shares held in treasury 192 192
Compensation expense 97 97

Exchange of convertible debt 10 10

Cumulative effect of adopting new accounting

principle see Note 79 79
Other see Note

_______ _______
70

_______
70

Balance as of September 26 2008 473 382 192 9236 4711 1125 232 15494
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TYCO INTERNATIONAL LTD
CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY Continued

Years Ended September 25 2009 September26 2008 ant September 28 2007

in millions

Common

Shares Common

at Par Shares Accumulated

Number of Value $0.80 Accumulated Other

Common See Par freasury Share Contributed Earnings Comprehensive

Shares Note 17 Value Shares Premium Surplus Deficit Income Loss Total

Balance as of September 26 2008 473 382 192 9236 4711 1125 232 15494

Comprehensive income

Net loss 1798 1798

Currency translation 203 203
Unrealized gain on marketable

securities and derivative instruments

net of income taxes of $5 million

Retirement plans net of income tax

benefit of $107 million see Note 19 220 220

Total comprehensive loss 2212

Change of Domicile sec Note 17
Reclassification of shares owned by

subsidiaries and cancellation of

common shares held in treasury 54 53

Reverse share split and issuance of
fully

paid up shares 3498 382 3116
Reallocation of share premium to

contributed surplus 6120 6120

Dividends declared see Note 17 377 95 472
Shares issued from treasury fOr vesting of

share-based equity awards and other

related tax effects 32 38
Repurchase of common shares by

subsidiary

Compensation expense 103 103

Cumulative effect of adopting new

accounting principle net of income tax

benefit of $2 million and income taxes

of $28 million respectively see

Note 16 61 56

Other
______ _______

47 34 19

Balance as of September 25 2009 474 $3122 214 $10940 820 87 $12941

See Notes to Consolidated Financial Statements
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TYCO INTERNATIONAL LTD
CONSOLIDATED STATEMENTS OF cAsH FLOW

Years Ended September 25 2009 September 26 2008 and September 28 2007

in millions

2009 2008 2007

Cash Flows From Operating Activities

Net loss income $1798 1553 $1742
Income from discontinued operations net of income taxes 35 458 782

Loss Income from continuing operations 1833 1095 2524
Adjustments to reconcile net cash provided by operating activities

Depreciation and amortization 1133 1154 1148
Non-cash compensation expense 103 99 173
Deferred income taxes 83 94 16
Provision for losset on accounts receivable and inventory 156 135 94

Gain loss on the retirement debt 258 259

Goodwill and
intangible asset impairments 2705 10 59

Non-cash.restructuring and asset impairment charges net 23 36 11

Losses on divestitures 13

Gains losses on investments net 13 10
Debt and refinancing cost amortiztltion 25 59

Other non-cash items 56 29 31

Changes in assets and liabilities net of the effects of acquisitions and divestitures

Accounts receivable net 207 176 136
Contracts in progress 106 26 44
Inventories 367 138 163
Other current assets 11 11 154

Accounts payable 352 16 65

Accrued and other liabilities 52 152 68
Income taxes net 148 95 250
Class action settlement liability 3020 2992
Other 54 28

Net cash proyided by used in operating activities 2429 872 1814

Net cash used in provided by discontinued operating activities 18 2498

Cash Flows From Investing Activities

Capital expenditures 709 734 666
Proceeds from disposal of assets 13 28 23

Accounts purchased from ADT dealer program 543 376 409
Acquisition of businesses net of cash acquired 48 347 31
Divestituze of businesses net of cash retained

Class action settlement escrow 2960 2960
Liquidation of rabbi trust investments 271

Decrease in investments 17 32

Increase decrease ill restricted cash 17
Other

15

Ne cash used in provided by investing activities 1269 1546 3740

Net cash provided by used in discontinued
investing activities 66 .911 810

Cash Flows From Financing Activities

Proceeds from issuance of short-term debt 26 16 1517

Repayment of short-term debt 552 377 1151
Proceeds from issuan of long-term debt 3424 3864 308

Repayment of long-term debt including debt tenders 2890 4050 6602
Proceeds from exercise of share options 49 406

Dividnds paid 388 292 791
Repurchase of common shares by subsidiary 854 727
Repurchase of common shares held in

treasury 192

Transfer from discontinued operations 58 897 8585
Other 72 12

Net cash used in provided by financing activities 315 1011 1557

Net cash used in discontinued financing activities 58 893 950
Effect of currency translation on cash 10 38 70

Effect of currency translation on cash related to discontinued operations 33

Net increase decrease in cash and cash equivalents 835 375 472
Less net increase in cash related to discontinued operations 771
Cash and cash equivalents at beginning of year 1519 1894 2193

Cash and cash equivalents at end of year 2354 $1519 $1894

Supplementary Cash Flow Information

Interest paid 294 313 317
Income taxes paid net of refunds 291 501 649

Supplementary Non-Cash Financing Activities

Conversicn of debt to common shares 10

See Notes to Consolidated Financial Statements
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TYCO INTERNATIONAL LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Basis of Presentation and Summary of Significant Accounting Policies

Basis of PresentationThe Consolidated Financial Statements include the consolidated accounts of

Tyco International Ltd corporation organized under the laws of Switzerland and its subsidiaries

Tyco and all its subsidiaries hereinafter collectively referred to as the Company or Tyco
Effective March 17 2009 following shareholder and Board of Director approval on March 12 2009

the Company ceased to exist as Bermuda corporation and continued its existence as Swiss

corporation under articles 620 et seq of the Swiss Code of Obligations the Change of Domicile
The rights of holders of the Companys common shares are now governed by Swiss law the Companys

Swiss articles of association and its Swiss organizational regulations The financial statements have been

prepared in United States dollars USD and in accordance with generally accepted accounting

principles in the United States GAAP Certain information described under article 663-663h of the

Swiss Code of Obligations has been presented in the Companys Swiss statutory financial statements for

the period ended September 25 2009 Unless otherwise indicated references in the Consolidated

Financial Statements to 2009 2008 and 2007 are to Tycos fiscal year ended September 25 2009

September 26 2008 and September 28 2007 respectively

Effective June 29 2007 Tyco completed the spin-offs of Covidien and Tyco Electronics formerly

the Healthcare and Electronics businesses respectively into separate publicly traded companies the

Separation in the form of distribution to Tyco shareholders The distribution was made on

June 29 2007 to Tyco shareholders of record on June 18 2007 Each Tyco shareholder received 0.25 of

common share of each of Covidien and Tyco Electronics for each Tyco common share held on the

record date Tyco shareholders received cash in lieu of fractional shares for amounts of less than one

Covidien or Tyco Electronics common share The distribution was structured to be tax-free to Iyco

shareholders except to the extent of cash received in lieu of fractional shares While the Company is

party to Separation and Distribution Tax Sharing and certain other agreements it has determined

that there is no significant continuing involvement between it and Covidien or Tyco Electronics

Therefore the Company has classified Covidien and Tyco Electronics as discontinued operations for all

periods prior to the Separation

Additionally on the distribution date the Company as approved by its Board of Directors

effected reverse stock split of Tycos common shares at split ratio of l-for-4 Shareholder approval

for the reverse stock split was obtained at the March 2007 Special General Meeting of Shareholders

Share and per share data for all periods presented have been adjusted to reflect the reverse stock split

During 2008 and 2007 the Company incurred pre-tax costs related to the Separation of

$275 million and $1083 million respectively The costs include loss on early extinguishment of debt

debt refinancing tax restructuring professional services and employee-related costs Of these amounts

$4 million and $105 million are included in separation costs for 2008 and 2007 respectively

Additionally $258 million and $259 million in 2008 and 2007 respectively is related to loss on early

extinguishment of debt and is included in other expense net Separation costs included in interest

expense net during 2008 were $47 million related to the write-off of wiamortized Øredit facility fees

Also during 2009 and 2008 $14 million of expense and $34 million of income respectively relating to

the Tax Sharing Agreement is included in other expense net During 2007 $719 million is included in

discontinued operations Additionally 2007 includes tax charges related to the Separation primarily for

the write-off of deferred tax assets that will no longer be realizable of $183 million of which

$95 million is included in income taxes within continuing operations and $88 million is included in

discontinued operations
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TYCO INTERNATIONAL LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Basis of Presentation and Summary of Significant Accounting Policies Continued

Principles of ConsolidationTyco is holding company which conducts its business through its

operating subsidiaries The Company consolidates companies in which it owns or controls more than

fifty percent of the voting shares or has the ability to control through similar rights Also the Company
consolidates variable interest entities in which the Company bears majority of the risk of the entities

expected losses or stands to gain from majority of the entities expected returns All intercompany

transactions have been eliminated The results of companies acquired or disposed of during the year

are included in the Consolidated Financial Statements from the effective date of acquisition or up to

the date of disposal References to the segment data are to the Companys continuing operations

Use of EstimatesThe preparation of the Consolidated Financial Statements in conformity with

GAAP requires management to make estimates and assumptions that affect the reported amount of

assets and liabilities disclosure of contingent assets and liabilities and reported amounts of revenues

and expenses Significant estimates in these Consolidated Financial Statements include restructuring

charges allowances for doubtful accounts receivable estimates of future cash flows associated with

asset impairments useful lives for depreciation and amortization loss contingencies net realizable

value of inventories fair values of financial instruments estimated contract revenue and related costs

legal liabilities income taxes and tax valuation allowances and pension and postretirement employee

benefit expenses Actual results could differ materially from these estimates

Revenue RecognitionThe Company recognizes revenue principally on four types of transactions

sales of products sales of security systems billings for monitoring and maintenance services and

contract sales

Revenue from the sales of products is recognized at the time title and risks and rewards of

ownership pass This is generally when the products reach the free-on-board shipping point the sales

price is fixed and determinable and collection is reasonably assured

Provisions for certain rebates sales incentives trade promotions product returns and discounts to

customers are accounted for as reductions in determining sales in the same period the related sales are

recorded These provisions are based on terms of arrangements with direct indirect and other market

participants Rebates are estimated based on sales terms historical experience and trend analysis

Sales of security monitoring systems may have multiple elements including equipment installation

monitoring services and maintenance agreements The Company assesses its revenue arrangements to

determine the appropriate units of accounting When- ownership of the system is transferred to the

customer each deliverable provided under the arrangement is considered
separate unit of accounting

Revenues associated with sale of equipment and related installations are recognized once delivery

installation and customer acceptance is completed while the revenue for monitoring and maintenance

services are recognized as services are rendered Amounts assigned to each unit of accounting are

based on an allocation of total arrangement consideration using each deliverables relative fair value

Revenue recognized for equipment and installation is limited to the lesser of their allocated amounts

under the relative fair value method or the non-contingent up-front consideration received at the time

of installation since collection of future amounts under the arrangement with the customer is

contingent upon the delivery of monitoring and maintenance services

For transactions in which the Company retains ownership of the subscriber system asset fees for

monitoring and maintenance services are recognized on straight-line basis over the contract term
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TYCO INTERNATIONAL LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Basis of Presentation and Summary of Significant Accounting Policies Continued

Non-refundable fees received in connection with the initiation of monitoring contract along with

associated direct and incremental selling costs are deferred and amortized over the estimated life of

the customer relationship

While the Company does not expect situations where fair value cannot be objectively determined

for sales of security systems and services if such cases were to arise the Companys policy is to

recognize revenue for all elements over the contract life

Revenue from the sale of services is recognized as services are rendered Customer billings for

services not yet
rendered are deferred and recognized as revenue as the services are rendered and the

associated deferred revenue is included in current liabilities or long-term liabilities as appropriate.

Contract sales for the installation of fire protection systems large security intruder systems
and

other construction-related projects are recorded primarily under the percentage-of-completion method

Profits recognized on contracts in process are based upon estimated contract revenue and related total

cost of the project at completion The extent of progress toward completion is generally measured

based on the ratio of actual cost incurred to total estimated cost at completion Revisions to cost

estimates as contracts progress have the effect of increasing or decreasing profits each period

Provisions for anticipated losses are made in the period in which they become determinable Estimated

warranty costs are included in total estimated contract costs and are accrued over the construction

period of the respective contracts under percentage-of-completion accounting

At September 25 2009 and September 26 2008 accounts receivable and other long-term

receivables included retainage provisions of $65 million and $70 million respectively of which

$46 million and $51 million are unbilled respectively These retainage provisions consist primarily of

fire protection contracts and become due upon contract completion and acceptance As of

September 25 2009 the retainage provisiOn included $64 million that is expected to be collected during

fiscal 2010

Research and DevetopmentResearch and development expenditures are expensed when incurred

and are included in cost of product sales which amounted to $118 million $127 million and

$120 million for 2009 2008 and 2007 respectively Research and development expenses include salaries

direct costs incurred and building and overhead expenses

AdvertisingAdvertising costs are expensed when incurred and are included jn selling general and

administrative expenses which amounted to $131 million $142 mIllion and $132 million for 2009 2008

and 2007 respectively

Translation of Foreign CurrencyFor the Company non subsidiaries that account in

functional currency other than U.S dollars assets and liabilities are translated into U.S dollars using

year end exchange rates Revenue and expenses are translated at the average exchange rates in effect

during the year Foreign currency translation gains and losses are included as component of

accumulated other comprehensive loss income within shareholders equity

Gains and losses resulting from foreign currency transactions including the impact of foreign

currency derivatives related to operating activities and dividends dclared in Swiss francs are reflected

in selling general and administrative expenses and other expense net respectively
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Cash and Cash EquivcrlentsAll highly liquid investments with maturities of three months or less

from the time of purchase are considered to be cash equivalents

Allowance for Doubtful AccountsThe allowance for doubtful accounts receivable reflects the best

estimate of probable losses inherent in Tycos receivable portfolio determined on the basis of historical

experience specific allowances for known troubled accounts and other currently available evidence

InventoriesInventories are recorded at the lower of cost primarily first-in first-out or market

value

Property Plant and Equipment NetProperty Plant and Equipment net is recorded at cost less

accumulated depreciation Depreciation expense for 2009 2008 and 2007 was $617 million $626 million

and $635 million respectively Maintenance and repair expenditures are charged to expense when

incurred Except for pooled subscriber systems depreciation is calculated using the straight-line method

over the estimated useful lives of the related assets as follows

Buildings and related improvements to 50
years

Leasehold improvements Lesser of remaining term of the lease or

economic useful life

Subscriber systems Accelerated method up to 15 years

Other machinery equipment and

furniture and fixtures to 20 years

See below for discussion of depreciation method and estimated useful lives related to subscriber

systems

Subscriber System Assets and Related Deferred Revenue AccountsThe Company generally considers

assets related to the acquisition of new customers in its electronic security business in three asset

categories internally generated residential subscriber systems internally generated commercial

subscriber systems collectively referred to as subscriber system assets and customer accounts acquired

through the ADT dealer program referred to as dealer intangibles Subscriber
system assets include

installed property plant and equipment for which Tyco retains ownership and deferred costs directly

related to the customer acquisition and system installation Subscriber system assets represent

capitalized equipment e.g security control panels touchpad motion detectors window sensors and

other equipment and installation costs associated with electronic security monitoring arrangements
under which the Company retains ownership of the security system assets in customers residence or

place of business Installation costs represent costs incurred to prepare the asset for its intended use
The Company pays property taxes on the subscriber system assets and upon customer termination may
retrieve such assets These assets embody probable future economic benefit as they generate future

monitoring revenue for the Company

Costs related to the subscriber system equipment and installation are categorized as property plant

and equipment rather than deferred costs Deferred costs associated with subscriber system assets

represent direct and incremental selling expenses i.e commissions related to acquiring the customer

Commissions related to up-front consideration paid by customers in connection with the establishment

of the monitoring arrangement are determined based on percentage of the up-front fees and do not

exceed deferred revenue Such deferred costs are recorded as non-current assets and are included in

the Other Assets line item within the Consolidated Balance Sheets
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Subscriber system assets and any deferred revenue resulting from the customer acquisition are

accounted for over the expected life of the subscriber In certain geographical areas where the

Company has large number of customers that behave in similar manner over time the Company

accounts for subscriber system assets and related deferred revenue using pools with separate pools for

the components of subscriber system assets and any related deferred revenue based on the same month

and
year

of acquisition

Effective as of the beginning of the third quarter of 2007 Tyco changed the depreciation method

and estimated useful life used to account for pooled subscriber system assets primarily in North

America and related deferred revenue from the straight-line
method with lives ranging from 10 to

14 years to an accelerated method with lives up to 15 years The accelerated method utilizes declining

balance rates based on geographical area ranging from 160% to 195% for residential subscriber pools

and 145% to 265% for commercial subscriber pools and converts to straight line methodology when

the resulting depreciation charge is greater than that from the accelerated method The Company will

continue to use straight-line method with 14-year life for non-pooled subscriber system assets

primarily in Europe and Asia and related deferred revenue with remaining balances written off upon

customer termination

The change in the method and estimated useful life used to account for pooled subscriber system

assets and related deferred revenue resulted from our ongoing analysis of all pertinent factors

including actual customer attrition data specific to customer categories and geographical areas demand

competition and the estimated technological life of the installed systems The pertinent
factors have

been influenced by managements ongoing customer retention programs as well as tactical and strategic

initiatives to improve service delivery customer satisfaction and the credit worthiness of the subscriber

customer base The change in method used to account for pooled subscriber system assets and related

deferred revenue accounts represents change in accounting estimate effected by change in

accounting principle and was accounted for prospectively The change in method was based on

information obtained by continued observation of the expected benefits inherent in the pooled

subscriber system assets by customer category and was preferable as it resulted in depreciation and

amortization that are more reflective of the pattern
of expected benefits derived from these assets All

pertinent factors including actual customer attrition data specific to customer categories
and

geographical areas demand competition and the estimated technological life of the installed systems

are reviewed by the Company at each balance sheet date to assess the continued appropriateness
of

methods and estimated useful lives

The effects of the change described above decreased net revenue by $21 million decreased

depreciation expense by $37 million and decreased loss from continuing operations and net loss by

$10 million each and increased basic and diluted earnings per share by $0.02 for 2007

Long-Lived Asset ImpairmentsTyco reviews long-lived assets including property plant and

equipment and amortizable intangible assets for impairment whenever events or changes in business

circumstances indicate that the carrying amount of the asset may not be fully recoverable Tyco

performs undiscounted operating cash flow analyses to determine if impairment exists For purposes of

recognition and measurement of an impairment for assets held for use Tyco groups assets and

liabilities at the lowest level for which cash flows are separately identified If an impairment is

determined to exist any related impairment loss is calculated based on fair value Impairment losses on
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assets to be disposed of if any are based on the estimated proceeds to be received less costs of

disposal

Goodwill and Indefinite-Lived Intangible Asset ImpairmentsGoodwill and indefinite-lived intangible

assets are assessed for impairment annually and more frequently if triggering events occur see
Note 10 In performing these assessments management relies on various factors including operating

results business plans economic projections anticipated future cash flows comparable transactions and

other market data There are inherent uncertainties related to these factors which require judgment in

applying them to the analysis of goodwill and indefinite-lived intangible assets for impairment The

Company performed its annual impairment tests for goodwill and indefinite-lived intangible assets on

the first day of the fourth quarter of 2009

When testing for goodwill impairment the Company first compares the fair value of reporting

unit with its carrying amount Fair value for the goodwill impairment test is determined utilizing

discounted cash flow analysis based on the Companys future budgets discounted using market

participants weighted-average cost of capital and market indicators of terminal year cash flows Other

valuation methods are used to corroborate the discounted cash flow method If the carrying amount of

reporting unit exceeds its fair value goodwill is considered potentially impaired and further tests are

performed to measure the amount of impairment loss In the second step of the goodwill impairment

test the Company compares the implied fair value of the reporting units goodwill with the carrying

amount of the reporting units goodwill If the carrying amount of the reporting units goodwill exceeds

the implied fair value of that goodwill an impairment loss is recognized in an amount equal to the

excess of the carrying amount of goodwill over its implied fair value The implied fair value of goodwill

is determined in the same manner that the amount of goodwill recognized in business combination is

determined The Company allocates the fair value of reporting unit to all of the assets and liabilities

of that unit including intangible assets as if the reporting unit had been acquired in business

combination Any excess of the fair value of reporting unit over the amounts assigned to its assets

and liabilities represents the implied fair value of goodwill

Indefinite lived intangible assets consisting primarily of trade names and franchise rights are tested

for impairment using either relief from royalty method or excess earnings method

Dealer and Other Amortizable Intangible Assets NetIntangible assets primarily include contracts

and related customer relationships and intellectual property Certain contracts and related customer

relationships result from purchasing residential security monitoring contracts from an external network

of independent dealers who operate under the ADT dealer program Acquired contracts and related

customer relationships are recorded at their contractually determined purchase price

During the first six months twelve months in certain circumstances after the purchase of the

customer contract any cancellation of monitoring service including those that result from customer

payment delinquencies results in chargeback by the Company to the dealer for the full amount of

the contract purchase price The Company records the amount charged back to the dealer as

reduction of the previously recorded intangible asset

Intangible assets arising from the ADT dealer program described above are amortized in pools

determined by the same month and year of contract acquisition on an accelerated basis over the period

and pattern of economic benefit that is expected to be obtained from the customer relationship
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Effective as of the beginning of the third quarter of 2007 Tyco changed the estimated useful life of

dealer intangibles in geographical areas comprising approximately 90% of the net carrying value of

dealer intangibles from 12 to 15 years The Company continues to amortize dealer intangible assets on

an accelerated basis The change in the estimated useful life used to account for dealer intangibles

resulted from our ongoing analysis of all pertinent factors including actual customer attrition data

demand competition and the estimated technological life of the installed systems The pertinent

factors have been influenced by managements ongoing customer retention programs as well as tactical

and strategic initiatives to improve service delivery customer satisfaction and the credit worthiness of

the subscriber customer base The change in estimated useful life of dealer intangibles has been

accounted for prospectively The effect of the change in estimated useful life for dealer intangibles

decreased loss from continuing operations and net loss by $6 million each and increased basic and

diluted earnings per share by $0.01 for 2007

Other contracts and related customer relationships as well as intellectual property consisting

primarily of patents trademarks copyrights and unpatented technology are amortized on straight-line

basis over to 40 years The Company evaluates the amortization methods and remaining useful lives

of intangible assets on periodic basis to determine whether events and circumstances warrant

revisioritdtheainortizatiOn methOdörreiiiäining useful iiS
InvestmentsThe Company invests in debt and equity securities Long-term investments in

marketable equity securities that represent
less than twenty percent ownership are marked to market at

the end of each accounting period Unrealized gains and losses are credited or charged to accumulated

other comprehensive loss income within shareholders equity for available for sale securities unless an

unrealized loss is deemed to be other than temporary in which case such loss is charged to earnings

Management determines the proper classification of investments in debt obligations with fixed

maturities and equity securities for which there is readily determinable market value at the time of

purchase and reevaluates such classifications as of each balance sheet date Realized gains and losses

on sales of investments are included in the Consolidated Statements of Operations

Other equity investments for which the Company does not have the ability to exercise significant

influence and for which there is not readily determinable market value are accounted for under the

cost method of accounting Each reporting period the Company evaluates the carrying value of its

investments accounted for under the cost method of accounting suºh that they are recorded at the

lower of cost or estimated net realizable value For equity investments in which the Company exerts

significant influence over operating and financial policies but do not control the equity method of

accounting is used The Companys share of net income or losses of equity investments is included in

the Consolidated Statements of Operations and was not material in any period presented

Product WarrantyThe Company records estimated product warranty costs at the time of sale

Products are warranted against defects in material and workmanship when properly used for their

intended purpose installed correctly and appropriately maintained Generally product warranties are

implicit in the sale however the customer may purchase an extended warranty However in most

instances the warranty is either negotiated
in the contract or sold as separate component Warranty

period terms range from 90 days up to 15 years The warranty liability is determined based on historical

information such as past experience product failure rates or number of units repaired estimated cost

of material and labor and in certain instances estimated property damage
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Environmental CostsTyco is subject to laws and regulations relating to protecting the

environment Tyco provides for expenses associated with environmental remediation obligations when

such amounts are probable and can be reasonably estimated

Income TaxesDeferred tax liabilities and assets are recognized for the expected future tax

consequences of events that have been reflected in the Consolidated Financial Statements Deferred tax

liabilities and assets are determined based on the differences between the book and tax bases of

particular assets and liabilities and operating loss carryforwards using tax rates in effect for the years in

which the differences are expected to reverse valuation allowance is provided to offset deferred tax

assets if based upon the available evidence including consideration of tax planning strategies it is

more-likely-than-not that some or all of the deferred tax assets will not be realized

Insurable LiabilitiesThe Company records liabilities for its workers compensation product

general and auto liabilities The determination of these liabilitiçs and related expenses is dependent on

claims experience For most of these liabilities claims incurred but not yet reported are estimated by

utilizing actuarial valuations based upon historical claims experience Certain insurable liabilities are

discounted using risk free rate of return when the pattern
and

timing
of the future obligation is

reliably determinable The impact of the discount on the Consolidated Balance Sheets as of

September 25 2009 and September 26 2008 was to reduce the obligation by $20 million and

$30 million respectively The Company maintains captive insurance companies to manage certain of its

insurable liabilities Additionally the Company records receivables from third party
insurers when

recovery has been determined to be probable

Financial InstrumentsThe Company may use interest rate swaps currency swaps forward and

option contracts and commodity swaps to manage risks generally associated with interest rate risk

foreign exchange risk and commodity prices Derivatives used for hedging purposes are designated and

effective as hedge of the identified risk exposure at the inception of the contract Accordingly

changes in fair value of the derivative contract are highly effective at offsetting the changes in the fair

value of the underlying hedged item at inception of the hedge and are expected to remain highly

effective over the life of the hedge contract

All derivative financial instruments are reported on the Consolidated Balance Sheets at fair value

Derivatives used to economically hedge foreign currency denominated balance sheet items related to

operating activities are reported in selling general and administrative expenses along with offsetting

transaction gains and losses on the items being hedged Derivatives used to economically hedge

dividends declared in Swiss francs are reported in the Companys Consolidated Statements of

Operations as part of other expense net along with offsetting transaction gains and losses on the items

being hedged Derivatives used to manage the exposure to changes in interest rates are reported in

interest expense along with offsetting transaction gains and losses on the items being hedged Gains

and losses on net investment hedges are included in the cumulative translation adjustment component

of accumulated other comprehensive loss income to the extent they are effective Gains and losses on

derivatives designated as cash flow hedges are recorded in accumulated other comprehensive loss

income and reclassified to earnings in manner that matches the timing of the earnings impact of the

hedged transactions The Company did not have any net investment or cash flow hedges during 2009

The ineffective portion of all hedges if any is recognized currently in earnings as noted above

Instruments that do not qualify for hedge accounting are marked to market with changes recognized in

current earnings
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ReclassificationsCertain prior period amounts have been reclassified to conform with the current

period presentation During the quarter ended March 27 2009 the Company reclassified business

previously classified as held for sale as the business no longer met the held for sale criteria During the

fourth quarter of 2009 the Company approved plan to sell business in its ADT Worldwide segment

This business has been classified as held for sale however its results of operations are presented in

continuing operations as the criteria for discontinued operations have not been met See Note

Additionally the Company has realigned certain business operations as of September 27 2008 resulting

in certain prior period amounts being recast within Note 20

Recently Adopted Accounting PronouncementsIn June 2009 the Financial Accounting Standards

Board FASB issued authoritative guidance which established the FASB Standards Accounting

Codification Codification as the source of authoritative GAAP recognized by the FASB to be

applied to nongovernmental entities and rules and interpretive releases of the SEC as authoritative

GAAP for SEC registrants The Codification supersedes all the existing non-SEC accounting and

reporting standards upon its effective date and subsequently the FASB will not issue new standards in

the form of Statements FASB Staff Positions or Emerging Issues Task Force Abstracts The guidance is

not intended to change or alter existing GAAP The guidance became effective for Tyco in the fourth

quarter of 2009 The guidance did not have an impact on tli Companys financial position results of

operations or cash flows All references to previous numbering of FASB Statements FASB Staff

Positions or Emerging Issues Task Force Abstracts have been removed from the financial statements

and accompanying footnotes

In May 2009 the FASB issued authoritative guidance for subsequent events The guidance provides

authoritative accounting literature related to evaluating subsequent events that was previously addressed

only in the auditing literature The guidance is similar to the current guidance with some exceptions

that are not intended to result in significant change to current practice The guidance defines

subsequent events and also requires the disclosure of the date through which an entity has evaluated

subsequent events and the basis for that date The Company adopted the disclosuEe provisions of the

guidance as of June 26 2009 The adoption did not have an impact on the Companys financial

position results of operations or cash flows

In April 2009 the FASB issued authoritative guidance for interim disclosures about fair value of

financial instruments which amended existing guidance The guidance requires disclosures about fair

value of financial instruments in interim financial statements as well as in annual financial statements

The Company adopted the disclosure provisions of the guidance as of June 26 2009 See Note 14 for

additional information related to the adoption of the guidance The adoption did not have an impact

on the Companys financial position results of operations or cash flows

In March 2008 the FASB issued authoritative guidance for disclosures about derivative instruments

and hedging activities The guidance is intended to improve financial reporting about derivative

instruments and hedging activities by requiring enhanced disclosures to enable investors to better

understand their effects on an entitys results of operations The Company adopted the disclosure

provisions of the guidance as of December 27 2008 See Note 14 for additional information related to

the adoption of the guidance The adoption did not have an impact on the Companys financial

position results of operations or cash flows

In February 2007 the FASB issued authoritative guidance for the fair value option for financial

assets and financial liabilities The guidance permits an entity on contract-by-contract basis to make
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an irrevocable election to account for certain
types of financial instruments and warranty and insurance

contracts at fair value rather than historical cost with changes in the fair value whether realized or

unrealized recognized in earnings The guidance became effective for the Company in the first quarter

of 2009 at which time the Company did not elect the fair value option for eligible items

In September 2006 the FASB issued authoritative guidance for fair value measurements which

enhances existing guidance for measuring assets and -liabilities at fair value The guidance defines fair

value establishes framework for measuring fair value and expands disclosure about fair value

measurements In February 2008 the FASB issued authoritative guidance which permits companies to

partially defer the effective date of the guidance for one year for nonfinancial assets and liabilities that

are recognized or disclosed at fair value in the financial statements on nonrecurring basis During the

first quarter of 2009 the Company elected to defer the adoption of the guidance for one year for

non-financial assets and liabilities that are recognized or disclosed at fair value in the financial

statements on nonrecurring basis which is effective for Tyco in first quarter of fiscal 2010 on

prospective basis The guidance became effective for Tyco in the first quarter of fiscal 2009 for financial

assets and liabilities only The adoption did not have material impact on the Companys financial

position results of operations or cash flows See Note 14 for additional information related to the

adoption of the guidance

In September 2006 the FASB issued authoritative guidance for employers accounting for defined

benefit pension and other postretirement plans The guidance requires that employers recognize the

funded status of defined benefit pension and other postretirement benefit plans as net asset or

liability on the Consolidated Balance Sheets and recognize as component of accumulated other

comprehensive loss income net of income taxes the gains or losses and prior service costs or credits

that arise during the period but are not recognized as component of net periodic benefit cost The

Company adopted the recognition and disclosure provisions of the guidance as of September 28 2007

The guidance also requires companies to measure plan assets and benefit obligations as of their

fiscal year end The Company adopted the measurement date provisions of the guidance on

September 27 2008 As result Tyco measured its plan assets and benefit obligations on

September 26 2008 and adjusted its opening balances of accumulated deficit earnings and

accumulated other comprehensive loss income for the change in net periodic benefit cost and fair

value respectively from the previously used measurement date of August 31 2008 The adoption of

the measurement date provisions resulted in net decrease to accumulated deficit earnings of

$5 million net of an income tax benefit of $2 million and net increase to accumulated other

comprehensive loss income of $61 million net of income taxes of $28 million for 2009 See Note 16

for additional information related to the adoption of the guidance

Recently Issued Accounting PronouncementsIn September 2009 the FASB issued authoritative

guidance for the accounting for revenue arrangements with multiple deliverables The guidance

establishes selling price hierarchy for determining the selling price of deliverable The selling price

used for each deliverable will be based on vendor-specific objective evidence if available third-party

evidence if vendor-specific objective evidence is not available or estimated selling price if neither

vendor-specific evidence nor third-party evidence is available The guidance requires arrangements
under which multiple revenue generating activities to be performed be allocated at inception The
residual method under the existing accounting guidance has been eliminated The guidance expands the

disclosure requirements related to multiple-deliverable revenue arrangements The guidance becomes

effective for revenue arrangements entered into or materially modified beginning in fiscal 2011 with
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early adoption permitted The guidance applies on prospective basis unless the Company specifically

elects to apply the guidance retrospectively The Company is currently assessing what impact if any the

guidance will have on its financial position results of operations or cash flows as well as the timing of

its adoption of the guidance

In June 2009 the FASB issued authoritative guidance which amended the existing guidance for the

consolidation of variable interest entities to address the elimination of the concept of qualifying

special purpose entity The guidance also replaces the quantitative-based risks and rewards calculation

for determining which enterprise has controlling financial interest in variable interest entity with an

approach focused on identifying which enterprise has the power to direct the activities of variable

interest entity and the obligation to absorb losses of the entity or the right to receive benefits from the

entity Additionally the guidance requires any enterprise that holds variable interest in variable

interest entity to provide enhanced disclosures that will provide users of financial statements with more

transparent information about an enterprises involvement in variable interest entity The guidance is

effective for Tyco in the first quarter of fiscal 2011 The Company is currently assessing what impact if

any that the guidance will have on its financial position results of operations or cash flows

In December 2008 the FASB issued authoritative guidance for employers disclosures about

postretirement benefit plan assets The guidance requires additional disclosures about plan assets

related to an employers defined benefit pension or other post-retirement plans to enable investors to

better understand how investment decisions are made the major categories of plan assets the inputs

and valuation techniques used to measure the fair value of plan assets the effect of fair value

measurements using significant unobservable inputs Level on changes in plan assets for the period

and the significant concentrations of risk within plan assets The disclosure provisions of the guidance

are effective for Tyco in the first quarter of fiscal 2010

In June 2008 the FASB ratified authoritative guidance for determining whether instruments

granted in share-based payment transactions are participating securities The guidance addresses

whether instruments granted in share-based payment awards are participating securities prior to vesting

and therefore must be included in the earnings allocation in calculating earnings per share under the

two-class method The guidance requires that unvested share-based payment awards that contain

non-forfeitable rights to dividends or dividend-equivalents be treated as participating securities in

calculating earnings per share The guidance is effective for Tyco starting with the first quarter of fiscal

2010 and shall be applied retrospectively to all prior periods The Company believes that the guidance

will not have material impact on its financial position results of operations or cash flows

In April 2008 the FASB issued authoritative guidance for determining the useful life of intangible

assets The guidance amends the factors that should be considered in developing renewal or extension

assumptions used to determine the useful life of recognized intangible asset The guidance is effective

for Tyco in the first quarter
of fiscal 2010 The Company has determined that the guidance will not

have material impact on its financial position results of operations or cash flows

In December 2007 the FASB revised the authoritative guidance for business combinations The

revised guidance retains the underlying concepts of the existing guidance in that business combinations

are still accounted for at fair value However the accounting for certain other aspects of business

combinations will be affected Acquisition costs will generally be expensed as incurred Restructuring

costs associated with business combination will generally be expensed subsequent to the acquisition

date In-process research and development will be recorded at fair value as an indefinite-lived
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intangible at the acquisition date until it is completed or abandoned and its useful life can be

determined Changes in deferred tax asset valuation allowances and uncertain tax positions after the

acquisition date will generally impact income tax expense The revised guidance also expands required

disclosures sUrrounding the nature and financial effects of business combinations The revised guidance

is effective on prospective basis for Tyco in the first quarter of fiscal 2010

In December 2007 the FASB issued authoritative guidance for noncontrolling interests in

consolidated financial statements The guidance requires the recognition of noncontrolling interest

minority interest prior to the adoption of the guidance as equity in the Consolidated Financial

Statements The amount of net income attributable to the noncontrolling interest should be included in

consolidated net income on the face of the Consolidated Statements of Operations The guidance also

amends certain existing consolidation procedures in order to achieve consistency with the requirements

of the revised authoritative guidance for business combinations discussed above The guidance also

includes expanded disclosure requirements regarding the interests of the parent and its noncontrolling

interest This guidance is effective for Tyco in the first quarter of fiscal 2010 The implementation of

the guidance will not have material impact on the Companys financial position results of operations

or cash flows

Divestitures

The Company continued to assess the strategic fit of its various businesses and will pursue
divestiture of businesses that do not align with its long-term strategy

Held for Sale and Reflected as Continuing Operations

During the fourth quarter of 2009 the COmpany approved plan to sell business in its ADT
Worldwide segment This business has been classified as held for sale hoWever its results of operations

are presented in continuing operations as the criteria for discontinued operations have not been met

The Company has assessed and determined that the carrying value of this business is recoverable and

will continue to assess recoverability based on current fair value less cost to sell until the business is

sold Fair value used for the impairment assessment was based on existing market conditions The

Company expects to complete the sale during fiscal 2010

During the third quarter of 2008 the Company approved plan to sell business in its Safety

Products segment This business had been classified as held for sale in the Companys historical

Consolidated Balance Sheets During the second quarter of 2009 due to change in strategy by

management the Company decided not to sell the business As result the business no longer satisfied

the requirements to be classified as held for sale in the Companys Consolidated Balance Sheet as of

March 27 2009 Accordingly the Consolidated Balance Sheet as of September 26 2008 was recast to

reclassify the business from held for sale to held and used The Company measured the business at the

lower of its carrying amount before it was classified as held for sale adjusted for depreciation and

amortization expense that would have been recognized had the business been continuously classified as

held and used or ii fair value at the date the decision not to sell was made The Company recorded

charge of $8 million in the second quarter of 2009 relating to the amount of dcpreciation and

amortization expense that would have been recorded had the asset been continuously classified as held

and used

2009 Financials 99



TYCO INTERNATIONAL LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Divestitures Continued

Discontinued Operations

As previously reported in Tycos periodic filings in July 2008 the Company substantially completed

the sale oits InfraStructure Services business which met the criteria to be presented as discontinued

operations In order to complete the sale of Earth Tech Brasil Ltda ET Brasil and Earth Tech UK
businesses and certain assets in China the Company was required to obtain consents and approvals to

transfer the legal ownership of the business and assets On January 22 2009 the Company received the

necessary consents and approvals to transfer the legal ownership of its ET Brasil business to Carioca

Christiani-Nielsen Engenharia S.A and received cash proceeds of $13 million During the fourth

quarter of 2008 the Company sold its Earth Tech UK business and received net cash proceeds of

$53 million However the gain was deferred until receipt of the necessary consents and approvals On

May 12 2009 the Company received the necessary consents and approvals to transfer the legal

ownership of its Earth Tech UK business to AECOM Technologies Corporation AECOM and

realized the deferred gain in the Companys Consolidated Statements of Operations during the third

quarter of 2009 Furthermore on February 27 2009 the Company received the necessary consents to

transfer certain of the China assets and received cash proceeds of $18 million On May 2009 the

Company received the necessary consents to transfer additional China assets and received cash

proceeds of $6 million On July 2009 the Company received the necessary consents and approvals to

transfer the remaining assets in China and received cash proceeds of $24 million As result of the

fiscal 2009 dispositions net pre-tax gain of $33 million was recorded in income from discontinued

operations net of income taxes in the Companys Consolidated Statements of Operations for the year

ended September 25 2009

During 2008 the Company sold its Empresa de Transmissao de Energia do Oeste Ltda ETEO
business Ancon Building Products Ancon business Nippon Dry-Chemical Co Ltd NDC
business and European manufacturer of public address products and acoustic systems As discussed

above the Company substantially completed the sale of its Infrastructure Services Business during the

fourth quarter of 2008 These businesses met the held for sale and discontinued operations criteria and

have been included in discontinued operations in all periods presented

In May 2008 the Company sold 100% of the stock of ETEO Brazilian subsidiary of the

Companys Infrastructure Services business for $338 million of net cash proceeds and recorded

pre-tax gain of $232 million including tbe effects of the economic hedge of the purchase price

discussed below The gain was recorded in income from discontinued operations net of income taxes in

the Companys Consolidated Statements of Operations for the year ended September 26 2008 ETEO
was part of the Companys Corporate and Other segment During September 2007 Tyco entered into

an economic hedge of the Brazilian Real denominated contractual sale price of the ETEO business

Since the hedging transaction was directly linked to the proceeds from the sale of business that was

reflected in discontinued operations Tyco began including the impact of the hedge in discontinued

operations during the first quarter of 2008 During the third quarter of 2008 Tyco incurred pre-tax

loss of $36 million on this hedge The impact of the hedge in 2007 was not material

Additionally in fiscal year 2008 the Company settled contract dispute arising under its former

Infrastructure Services business In connection with the settlement the Company assessed its assets

under the original contract and concluded the assets were no longer recoverable resulting in

$51 million charge to discontinued operations
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During April 2008 the Company sold Ancon manufacturer of stainless steel products used in

masonry construction Ancon was part of the Companys Corporate and Other segment The sale was

completed for $164 million in net cash proceeds and pre-tax gain of $100 million was recorded which

was largely exempt from tax The gain was recorded in income from discontinued operations net of

income taxes in the Companys Consolidated Statements of Operations for the year ended

September 26 2008 During the fourth quarter of 2008 the Company received an additional $6 million

of proceeds related to the sale of Ancon

During February 2008 the Company sold NDC company in the Japanese fire protection

industry NDC was part of the Companys Fire Protection Services and Safety Products segments The
sale was completed for $50 million in net cash proceeds and pre-tax gain of $7 million was recorded

The gain was recorded in income from discontinued operations net of income taxes in the Companys
Consolidated Statements of Operations for the

year ended September 26 2008

During January 2008 the Company sold European manufacturer of public address products and

acoustic systems which was part of the Companys Fire Protection Services Segment and recorded an
$8 million pre-tax loss on sale The loss was recorded in income from discontinued operations net of

income taxes in the Companys Consolidated Statements of Operations

During the first quarter of 2007 Aquas Industriales de Jose C.A AIJ joint venture that was

majority owned by Infrastructure Services was sold for $42 million in net cash proceeds and pretax
gain of $19 million was recorded The gain was recorded in discontinued operations net of income

taxes in the Companys Consolidated Statements of Operations AIJ was part of the Companys
Corporate and Other segment

During the third quarter of 2007 Tyco completed the Separation and has presented its Healthcare

and Electronics businesses as discontinued operations in all periods presented

In each period prior to the Separation net interest and loss on early extinguishment of debt which

is included in other expense net in the Consolidated Statements of Operations amounts were

proportionally allocated to Covidien and Tyco Electronics based on the debt amounts that Tyco believes

were utilized by Covidien and Tyco Electronics historically inclusive of amounts directly incurred

Allocated net interest was calculated using our historical weighted-average interest rate on debt

including the impact of interest rate swap agreements These allocated amounts were included in

discontinued operations During 2007 allocated interest income interest expense and other expense
net was $35 million $242 million and $388 million respectively During 2007 the Company incurred

pre-tax separation costs related primarily to professional services and employee-related costs of

$154 million and $289 million respectively in discontinued operations

Additionally the year ended September 28 2007 includes tax charges related to the Separation

primarily for the write-off of deferred tax assets that are no longer realizable of $88 million in

discontinued operations

The Company has used available information to develop its best estimates for certain assets and

liabilities related to the Separation In limited instances final determination of the balances will be

made in subsequent periods During the year ended September 28 2007 $72 million was recorded

through shareholders equity primarily related to cash true-up adjustment of $57 million and

$15 million of other items During the year ended September 26 2008 $70 million of other items were
recorded through shareholders equity During the

year ended September 25 2009 $43 million was
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recorded through shareholders equity $9 million of which related to pre-Separation income tax filing

in non-U.S jurisdiction and $34 million of other items The other items discussed above which

aggregate $119 million reflect immaterial adjustments to shareholders equity which were recorded to

correct the distribution amount at the date of Separation Adjustments in the future for the impact of

filing final income tax returns in certain jurisdictions
where those returns include combination of

Tyco Covidien and/or Tyco Electronics legal entities and for certain amended income tax returns for

the periods prior to the Separation may be recorded to either shareholders equity or the Coso1idated

Statements of Operations depending on the specific item giving rise to the adjustment

Net revenue income from operations gain loss on sale separation costs and incOme tax expense

for discontinued operations for 2009 2008 and 2007 are as follows in millions

2009 2008 2007

Net revenue $3 $1221 $19271

Pre-tax income from discontinued operations
51 2816

Pre-tax gain loss on sale of discontinued operations
33 484 549

Separation costs 719
Income tax expense 77 766

Income from discontinued operations net of income taxes $35 458 782

Consolidated Balance Sheet information for pending divestitures as of September 25 2009 and

September 26 2008 is as follows in millions

2009 2008

Accounts receivable net 33 59

Inventories
13

Prepthd expenses and other current assets 22 19

Property plant and equipment net 28 28

Goodwill and other intangibles net 11

Other assets 62 138

Total assets $156 $268

Current maturities of long term debt

Accounts payable 22 30

Accrued and other current liabilities 67 110

Other liabilities 72 67

Total liabilities

Minority interest

Losses on divestitures

During 2009 2008 and 2007 the Company recorded $15 million $1 million and $4 million

respectively of divestiture charges in continuing operations in connection with the write down to fair

value less cost to sell of certain businesses which did not get classified as discontinued operations

The fair value used for the impairment assessments was primarily based on the terms and conditions

included or expected to be included in the sales agreements
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During the first quarter of 2007 the Company launched restructuring program the 2007

Program across all of the Companys segments including the corporate organization to streamline

some of the businesses and reduce its operational footprint Upon initiation of the 2007 Program the

Company expected to incur aggregate charges related to the program of approximately $350 million to

$400 million primarily through the end of calendar 2008 As of December 26 2008 the Company had

substantially completed this program

During fiscal 2009 the Company identified additional opportunities for cost savings through

restructuring activities and workforce reductions in fiscal 2009 and 2010 The Company incurred

restructuring and restructuring related charges of approximately $236 million in fiscal 2009 The

Company expects to incur restructuring and restructuring related charges of approximately $100 million

to $150 million in fiscal 2010

Restructuring and asset impairment charges net during the years ended September 25 2009

September 26 2008 and September 28 2007 are as follows in millions

2009 2008 2007

ADT Worldwide 80 93 76

Flow Control 25 25

Fire Protection Services 46 25 24

Electrical and Metal Products 22 43

Safety Products 53 73 22

Corporate and Other 10 40

236 46 194

Charges in cost of sales and selling general and administrative expenses 32 22

Restructuring and asset impairment charges net $204 $224 $187

During the
years

ended September 25 2009 September 26 2008 and September 28 2007

restructuring and asset impairment charges net were included in the Companys Consolidated

Statements of Operations as follows in millions

2009 2008 2007

Cost of sales 27 20

Selling general and administrative expenses

Restructuring asset impairment and divestiture charges net 204 224 187

$236 $246 $194

2009 Net Restructuring

Net restructuring and asset impairment charges during the year ended September 25 2009 were

$236 million which include $32 million of accelerated depreciation of assets directly related to the

underlying restructuring actions The remaining charge of $204 million consists of $10 million of asset

impairments $174 million of employee severance and benefits and $38 million of facility exit and other

charges offset by $18 million of restructuring reversals resulting from the Company completing

restructuring activities announced in prior years for amounts less than originally estimated
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Activity in the Companys 2009 restructuring reserves related to actions initiated in 2009 is

summarized as follows in millions

Balance as of September 26 2008

Charges

Reversals

Utilization

Reclass/transfers

Currency translation

Balance as of September 25 2009

Employee Facility

Severance and Exit Other

Benefits Charges Total

165 24 189

49 14 63

10

$119 11 $130

Activity in the Companys 2009 restructuring reserves related to the 2007 Program is summarized

as follows in millions

During 2009 the Company paid $88 million related to actions under the 2007 Program and

$64 million related to actions initiated in 2009 In addition the Company paid $2 million related to

2006 and prior restructuring actions As of September 25 2009 $130 million has been accrued related

to actions initiated in 2009

Net restructuring and asset impairment charges during the year ended September 26 2008 were

$246 million which include $22 million of accelerated depreciation of assets expected to become

obsolete as result of the restructuring The remaining charge of $224 million consists of $139 million

of employee severance and benefits $40 million of facility exit charges $58 million related to the

reacquisition of certain unfavorable franchise rights and $19 million of asset impairments offset by

$32 million of restructuring reversals resulting from the Company completing restructuring activities

announced in prior years for amounts less than originally estimated

The Company paid $30 million related to actions initiated in 2008 under the 2007 Program and

paid $58 million related to franchise acquisitions As of September 26 2008 $97 million had been

accrued

Balance as of September 26 2008

Charges

Reversals

Utilization

Reclass/transfers

Currency translation

Balance as of September 25 2009

2008 Net Restructurings

Employee
Severance and

Benefits

$125

10
71

44

Facility

Exit

Other

Charges

26

14

$15

Total

$151

16

12
85

59
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2007 Net Restructurings

Net restructuring and asset impairment charges during 2007 were $194 million which include

$7 million accelerated depreciation of assets directly related to the underlying restructuring actions The

remaining charge of $187 million consists of $173 million of employee severance and benefits

$16 million of facility exit charges and other cash charges and $2 million of asset impairments offset by

$4 million of restructuring reversals resulting from the Company completing restructuring activities

announced in prior years for amounts less than originally estimated

During 2008 the Company paid $95 million related to actions under the 2007 Program and had

$54 million accrued as of September 26 2008

2006 and Prior Restructurings

The Company continues to maintain restructuring reserves related to certain actions initiated prior

to 2006 The total amount of these reserves are $15 million and $16 million as of September 25 2009

and September 26 2008 respectively These balances primarily include facility exit costs for long-term

non-cancelable lease obligations within the ADT Worldwide and Fire Protection Services segments

with expiration dates which range from 2009 to 2022

Restructuring Reserves

Restructuring reserves from September 26 2008 to September 25 2009 by the
year

in which the

restructuring action was initiated are as follows in millions

Year of Restructuring Action

2007 Program

2009 2008 2007 Subtotal Prior Total

Balance as of September 26 2008 97 54 $151 $16 $167

Charges 189 11 16 207

Reversals 10 12 17
Utilization 63 58 27 85 150
Reclass/transfers 12
Currency translation 10

Balance as of September 25 2009 $130 $46 $13 $59 $15 204

Restructuring reserves for businesses that have met the held for sale criteria are included in

liabilities held for sale on the Consolidated Balance Sheets and excluded from the rollforward tables

above See Note
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Restructuring reserves by segment as of September 25 2009 and September 26 2008 are as follows

in millions

2009 2008

ADT Worldwide 69 48

Flow COntrol 15

Fire Proteºtion Services 53 27

Electrical and Metal Products 16 14

Safety Products 47 66

Corporate and Other

As of September 25 2009 and September 26 2008 restructuring reserves were included in the

Companys Consolidated Balance Sheets as follows in mijijons

2009 2008

Accrued and other current liabilities $159 $146

Other liabilities 45 21

$204 $167

Acquisitions

Acquisitions

During the year
ended September 25 2009 cash paid for acquisitions totaled $50 million which

primarily reiaed td the acquisition of VueTØchnology Inc provider of radio frequency identification

RFID technology by the Companys Safety Products segment

During the year ended September 26 2008 the Company acquired Winner Security Services LLC

Winner Sensorniatic Security Corp SSC FirstService Security FirstService as well as

varipus other acquisitions within its APT Worldwide and Safety Products segments

On June 2008 the Companys ADT Worldwide segment acquired substantially all of the assets

of Winner for $90 million The franchise was originally granted by Sensormatic Electronics Corporation

Sensormatic and granted Winner rights to sell install and service certain Sensormatic products and

entitled Winner to .commisions on Sensormatic products sold installed or shipped into its franchise

territories Sensormatic products are sold through the Companys APT Worldwide and Safety Products

segments

On July 2008 the Companys ADT Worldwide segment acquired substantially all of the assets of

SSC including franchise rights and agreed to settle related legal matter for total consideration of

approximately $86 million SSC was franchisee of Sensormatic in the states of Virginia and Maryland

and in the District of Columbia It was the last remaining major Sensormatic franchise Under the

original franchise agreement SSC was granted rights to sell install and service certain Sensormatic

products and was entitled to commissions on Sensormatic products sold installed or shipped into its

franchise territories Sensormatic and SSC also settled the previously reported litigation between the
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parties related to the SSC franchise for $6 million in connection with the transaction The value

ascribed to the settlement of the legal matter was determined based on the consideration paid in excess

of the fair value of the franchise and franchise rights acquired

These transactions were accounted for as busipess combinations However the Company and

Winner and SSC had preexisting relationship As result the Company was required to assess and

account for the business combination separately due to the preexisting relationship between the

Company and Winner and SSC After assessing the specific facts and circumstances related to these

transactions the Company recorded charges of $38 million and $20 million for Winner and SSC
respectively during 2008 for the reacquisition of franchise rights that were deemed to be unfavorable to

the Company when compared to pricing for current market transactions for similar arrangements The

Company utilized an income method valuation approach in measuring the value of the preexisting

relationship Since these charges related to change in the manner in which the Company conducts

business in these territories they were reflected as restructuring charges The remaining purchase price

for Winner was $52 million which consisted of.a $46 million indefinite-lived intangible asset $1 million

of customer lists which are amortizable over 10-year period and $5 million of goodwill The

remaining purchase price for SSC was $60 million which consisted of $52 million indefinite-lived

intangible asset $4 million of customer lists which are amortizable over 10 year period and $4 million

of goodwill See Note 10 Goodwill associated with the Winner and SSC transactions was deductible for

tax purposes

On June 30 2008 the Companys ADT Worldwide segment acquired FirstService division of

FirstService Corporation for approximately $187 million FirstService is commercial security systems

integrator and provides full range of integrated security system services including design engineering

installation servicing and monitoring of access control closed-circuit television and intrusion systems
The purchase price allocation for FirstService resulted in $38 million of net working capital and other

assets $5 million of property plant and equipment net $52 million Of intangible assets and $92 million

of goodwill Goodwill associated with the FirstService transaction was not deductible for tax purposes

During 2008 cash paid for other acquisitions primarily within the Companys ADT Worldwide and

Safety Products segments totaled $38 million

During 2007 cash paid for acquisitions totaled $31 million primarily within the Companys ADT
Worldwide Safety Products and Flow Control segments

These
acquisitions were funded utilizing cash from operations The results of operations of the

acquired companies have been included in Tycos consolidated results from the respective acquisition
dates These acquisitions did not have material effect on the Companys financial position results of

operations or cash flows

ADT Dealer Program

During 2009 2008 and 2007 Tyco paid $543 million $376 million and $409 million of cash

respectively to acquire approximately 512000 370000 and 415000 customer contracts for electronic

security services through the ADT dealer program
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Other expense net was $7 million in 2009 compared to $224 million in 2008 and $255 million in

2007 Other expense net in 2009 primarily relates to $14 million charge recorded as result of

decrease in the receivables due from Covidien and Tyco Electronics under the Tax Sharing Agreement

which was partially offset by income of $5 million relating to gain on derivative contracts used to

economically hedge the foreign currency risk related to the Swiss franc denominated dividends

Other expense net during 2008 includes $258 million on extinguishment of debt related to the

consent solicitation and exchange offers and termination of the bridge loan 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 12 and 14 The Company also recorded other-than-temporary

impairments and realized losses on the sale of investments of $6 million related primarily to

investments in corporate debt See Note Additionally the Company recorded $40 million of income

as result of an increase in the receivables due from Covidien and Tyco Electronics under the Tax

Sharing Agreement in connection with the adoption of the guidance pertaining to the accounting for

uncertain income taxes The Company also recorded $6 million of expense for other activity in

accordance with the Tax Sharing Agreement during 2008

During 2007 other expense net consisted primarily of $259 million loss on early extinguishment

of debt incurred in connection with debt tender offers undertaken in connection with the Separation

for which no tax benefit is available 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 operations and $388 million allocated to

Covidien and Tyco Electronics and included in discontinued operations

Income Taxes

Significant components of tbe income tax provision for 2009 2008 and 2007 are as follows in

millions

2009 2008 2007

Current

United States

Federal $60 $139 $100

State 36

Non-U.S 155 320 163

Current income tax provision
103 463 299

Deferred

United States

Federal 22 96 94

State 11
NonU.S 36 219 72

Deferred income tax provision 25 128 25

78 335 $324
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Non-U.S income loss from continuing operations before income taxes was $138 million

$1010 million and $2587 million for 2009 2008 and 2007 respectively

The reconciliation between U.S federal income taxes at the statutory rate and the Companys

provision for income taxes on continuing operations for the years ended September 25 2009

September 26 2008 and September 28 2007 is as follows in millions

2009 2008 2007

Notional U.S federal income tax benefit expense at the

statutory rate $613 501 769
Adjustments to reconcile to the income tax provision

U.S state income tax provision net 18 34 23

Non-U.S net earnings 279 240 58
Nondeductible charges 885 46 1176

Valuation allowance 70 129
Non-deductible loss on retirement of debt 91

Other 58 64 10
Provision for income taxes 78 335 324

Excludes nondeductible charges and other items which are broken out separately in the table

Included in the nondeductible charges for 2009 is the loss driven by the goodwill impairment

charges of $2.6 billion for which almost no tax benefit is available

Included in income taxes for 2008 is benefit from increased profitability in operations in lower

tax rate jurisdictions partially offset by enacted tax law changes that negatively impacted non-U.S

deferred tax assets The valuation allowance benefit includes tax impact of $70 million associated with

business restructurings which increased the Companys profitability in certain jurisdictions

Included in the nondeductible charges for 2007 is the class action settlement net of $2.862 billion

Additionally the nondeductible charges include $105 million associated with Separation costs which

were not fully deductible as well as write-off of deferred tax assets in entities that were liquidated as

part of the Separation The loss on retirement of debt includes charges related to the early

extinguishment of debt of $259 million for which no tax benefit is available The valuation allowance

benefit includes tax impact of $72 million associated with identification of tax planning to ensure

realization of certain deferred tax assets as well as net benefit of $51 ni1lion associated with changes

in valuation allowances driven primarily by increased profitability in certain jurisdictions
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Deferred income taxes result from temporary differences between the amount of assets and

liabilities recognized for financial reporting and tax purposes The components of the net deferred

income tax asset as of September 25 2009 and September 26 2008 are as follows in millions

2009 2008

Deferred tax assets

Accrued liabilities and reserves 264 364

Tax loss and credit carryforwards 1767 1567

Postretirement benefits 300 253

Deferred revenue 250 248

Other 439 403

3020 2835

Deferred tax liabilities

Property plant and equipment 507 547
Intangibles assets 346 349
Other 170 148

1023 1044

Net deferred tax asset before valuation allowance 1997 1791

Valuation allowance 791 742

Net deferred tax asset $1206 $1049

As of September 25 2009 the Company had $4869 million of net operating loss carryforwards in

certain non-U.S jurisdictions Of these $3385 million have no expiration and the remaining

$1484 million will expire in future years through 2028 In the U.S there were approximately

$1883 million of federal and $1536 million of state net operating loss carryforwards as of

September 25 2009 which will expire in future years through 2028

The valuation allowance for deferred tax assets of $791 million and $742 million as of

September 25 2009 and September 26 2008 respectively relates principally to the uncertainty of the

utilization of certain deferred tax assets primarily tax loss and credit carryforwards in various

jurisdictions The valuation allowance was calculated and recorded when the Company determined that

it was more-likely-than-not that all or portion of our deferred tax assets would not be realized The

Company believes that it will generate sufficient future taxable income to realize the tax benefits

related to the remaining net deferred tax assets on our Consolidated Balance Sheets

The Company and its subsidiaries income tax returns periodically are examined by various tax

authorities

Tyco adopted the recognition measurement and disclosure guidance for the accounting of

uncertain income tax positions on September 29 2007 As result of this adoption Tyco increased its

reserve for uncertain tax positions by $55 million and reduced its deferred tax assets by $24 million

with corresponding $79 million cumulative effect of adoption adjustment to shareholders equity As

of the adoption date Tyco had unrecognized tax benefits of $370 million of which $241 million if

recognized would affect the effective tax rate As of September 25 2009 and September 26 2008 Tyco

had unrecognized tax benefits of $284 million and $369 million respectively of which $224 million and

$248 million if recognized would affect the effective tax rate Tyco recognizes interest and penalties
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accrued related to unrecognized tax benefits in income tax expense lljco had accrued interest and

penalties related to the unrecognized tax benefits of $5 million and $49 million as of September 25
2009 and September 26 2008 respectively Tyco recognized $1 million and $9 million of income tax

expense for interest and penalties accrued related to unrecognized tax benefits as of September 25
2009 and September 26 2008 respectively

reconciliation of the beginning and ending amount of unrecogrnzed tax benefit is as follows in

millions

Balance as of September 26 2008 $369

Additions based on tax positions related to the currnt year 10

Additions based on tax positions re1ated to prior years

Reductions based on tax positions related to prior years 90
Reduction related to settlements

1eductions related to lapse of the applicable statute of limitations

Foreign currency translation adjustments

Balance as of September 25 2009 $284

Many of Tyco uncertain tax positions relate to tax years
that remain subject to audit by the taxing

authorities in the federal state and local or foreign jurisdictions Open tax years in significant

jurisdictions are as follows

Years Open
Jurisdiction To Audit

United States 1997-2008

Australia 2004-2008

France 1999-2008

Germany 1998-2008

United Kingdom 2000-2008

Canada 2000-2008

Based on the current status of its income tax audits the Company does not anticipate significant

change to its unrecognized tax benefits in the next twelve months

Tax Sharing Agreement

In cOnnect-ion with the spin-offs of Covidien and Tyco Electronics from Tyco Tyco entered into

Tax Sharing Agrement that generally governs Covidiens Tyco Electronics and Tycos respective rights

responsibilities and obligations after the Separation with respect to taxes including ordinary course of

business taxes and taxes ifany incurred as result of any failure of the distribution of all of the shares

of Covidien or 1co Electronics to qualify as tax-free distribution for U.S federal income tax

purposes within the meaning of Section 355- of the Code or certain internal transactions undertaken in

anticipation of the spin-offs to qualify for tax4a4bred treatment under the Code

Under the Tax Sharing Agreement the Companyshares responsibility for certain of Tycos
Covidiens and Tyco Electronics income tax liabilities which result in cash payments based on

sharing formula for periods prior to and including June 29 2007 More specifically Tyco Covidien and

Tyco Electronics share 27% 42% and 31% respectively of shared income tax liabilities that arise from
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adjustments made by tax authorities to Tycos Covidiens and Tyco Electronics U.S and certain

non-U.S income tax returns All costs and expenses associated with the management of these shared

tax liabilities are shared equally among the parties As of September 25 2009 and September 26 2008

Tyco has recorded net receivable from Covidien and Tyco Electronics of $98 million and $126 million

respectively of which $95 million and $113 million respectively are included in other noncurrent assets

and $3 million and $13 million respectively are included in prepaid expenses and other current assets

as the Companys estimate of their Tax Sharing obligations Other liabilities include $554 million as of

both September 25 2009 and September 26 2008 for the fair value of Tycos obligations under the Tax

Sharing Agreement Tyco assesses the shared tax liabilities and related guaranteed liabilities at each

reporting period The receivable and liability were initially recognized with an offset to shareholders

equity in 2007 In the first quarter of 2008 in connection with the adoption of the guidance pertaining

to the accounting for uncertain income tax positions and the related increase in uncertain tax positions

for shared tax liabilities under the Tax Sharing Agreement Tyco increased its receivable from Covidien

and Tyco Electronics under the Tax Sharing Agreement with corresponding increase to other income

net by $40 million $0.08 for both basic and diluted earnings per share In addition $14 million of

expense for other activity was recorded in accordance with the Tax Sharing Agreement during 2009

1co will provide payment to Covidien and Pyco Electronics under the Tax Sharing Agreement as

the shared income tax liabilities are settled Settlement is expected to occur as the audit process by

local taxing authorities is completed for the impacted years and cash payments are made Given the

nature of the shared liabilities the maximum amount of potential future payments is not determinable

Such cash payments when they occur will reduce the guarantor liability as such payments represent an

equivalent reduction of risk The Company also assesses the sufficiency of the Tax Sharing Agreement

guarantee liability on quarterly basis and will increase the liability when it is probable that cash

payments expected to be made under the Tax Sharing Agreement exceed the recorded balance

During the fourth quarter of 2009 the Company as Audit Management Party under the Tax

Sharing Agreement reached settlement agreement with the IRS on certain deductions taken by Tyco

Covidien and 1co Electronics on pre-separation tax returns filed for the periods 2001 to 2004 The

settlement did not have material effect to the Companys results of operations financial position or

cash flows Additionally the Company considered the potential impact of the settlement as part of its

quarterly assessment of the guarantee liability and concluded that no adjustment to liability was

needed

In the event the Separation is 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 each company as result thereof If such

determination is not the result of actions taken by any of the three companies after the Separation

then Tyco Covidien and Tyco Electronics would be responsible for 27% 42% and 31% respectively of

any taxes imposed on any of the companies as result of such determination Such tax amounts could

be significant The Company is responsible for all of its own taxes that are not shared pursuant to the

Tax Sharing Agreements sharing formula In addition Covidien and Tyco Electronics are responsible

for their tax liabilities that are not subject to the Tax Sharing Agreements sharing formula

If any party to the Tax Sharing Agreement were to default in its obligation to another party to pay

its share of the distribution taxes that arise as result of no partys 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 or portion of an
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income tax liability were to default in its payment of such liability to
taxing authority the Company

could be
legally liable under applicable tax law for such liabilities and required to make additional tax

payments Accordingly under certain circumstances the Company may be obligated to pay amounts in
excess of its agreed-upon share of Tycos Covidiens and Tyco Electronics tax liabilities See Note 13
for further discussion of guarantees and indemnification extended between Tyco Covidien and Tyco
Electronics

Other Income Tax Matters

The Company and its subsidiaries income tax returns periodically are examined by various tax
authorities in connection with these examinations tax authorities including the Internal Revenue
Service IRS have raised issues and proposed tax adjustments The Company is

reviewing and
contesting certain of the proposed tax adjustments The Company has

continuing dialog with the IRS
related to these proposed adjustments with the objective of resolving some or all of these matters
Management has assessed the issues related to these adjustments and has recorded unrecognized tax
benefits pursuant to the guidance for accounting for uncertain income tax positions The ultimate
resolution of these matters is uncertain and could result in material impact to the Companys
financial position results of operations cash flows or the effective tax rate in future reporting periods

In 2004 in connection with the IRS audit of the 1997 through 2000 years the Company submitted
to the IRS proposed adjustments to cettain prior period U.S federal income tax returns

resulting in
reduction in the taxable income previously filed During 2006 the IRS accepted substantially all of the
proposed adjustments Subsequently the Company developed proposed amendments to U.S federal
income tax returns for additional periods through 2006 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 Financial Statements
Such adjustments did not have material impact on the Companys financial condition results of
operations or cash flows While the final adjustments cannot be determined until the IRS review is

completed the Company believes that any resulting adjustments will not have material impact on its
financial condition results of operations or cash flows

The IRS proposed civil fraud penalties against prior subsidiary that was distributed to Tyco
Electronics in connection with the Separation The penalties allegedly arise from actions of former
executives taken in connection with intercompany transfers of stock of Simplex Technologies in 1998and 1999 Based on statutory guidelines the Company estimates the proposed penalties could rangebetween $30 million and $50 million The Company as Audit Management Party as specified in the Tax
Sharing Agreement intends to vigorously oppose the assertion of any such penalties against Tyco
Electronics in part because beginning in 2003 the Company discovered investigated and reported the
conduct at issue to the IRS and fully cooperated in the criminal prosecution of the Companys former
Chief Tax Officer on charge of willful filing of false tax return This is pre-Separation shared tax
matter under the Tax Sharing Agreement

Except for earnings that are currently distributed no additional material provision has been made
for U.S or non-U.S income taxes on the undistributed

earnings of subsidiaries or for unrecognized
deferred tax liabilities for temporary differences related to investments in subsidiaries since the
earnings are expected to be permanently reinvested the investments are essentially permanent in
duration or the Company has concluded that no additional tax liability will arise as result of the
distribution of such earnings liability could arise if amounts are distributed by such subsidiaries or if
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such subsidiaries are ultimately disposed is not practicable to estimate the additional income taxes

related to permanently reinvested earnings or the basis differences related to ivesments in

subsidiaries

The calculation of our tax liabilities involves dealing with uncertainties in the application
of

complex tax regulations
in multitude of jurisdictions

across our global operations The Company

records tax liabilities for anticipated tax audit issues in the U.S and other tax jurisdictions based on our

estimate of whether and the extent to which additional taxes will be due These tax liabilities are

reflected net of related tax loss carryforwards The Company adjusts these reserves in light
of changing

facts and circumslances however due to the complexity of sone of these uncertainties the ultimate

resolution may result in payment that is matpially different from the Companys current estimate of

the tax liabilities If the Companys estimate of tax liabilities proves to be less than the ultimate

assesment an additional charge to expense would result If payment of these amounts ultimatey

proves to be less than the recorded amounts the reversal of the liabilitiçs may result in income tax

benefits being recognized in the period when we determine the liabilities are noJonger necessary

Substantially all of these potential tax liabilities are recorded in other liabilities in the Consolidated

Balance Sheets as payment is not expected within one year

Earnings Per Share

As discussed in Note in 2007 the Company effected reyrse stock split of Tycos common

shares at split ratio of 1-for-4 The reconciliations between basic and diluted earnings per share for

2009 2008 and 2007 are as follows in millions except per share data

2009 2008 2007

Per Share Per Share Per Share

Loss Shares Amount Income Shares Amount Loss Shares Amount

Basic earnings per share

Loss income from

continüingoperatibflS $1833 473 $3.87-$1095 484 $2.26 $2 495 $5.10

Share options restricted

share awards and deferred

stock units

Exchange of convertible

debt _J _J

Diluted earnings per share

Loss income from

continuing operations

giving
effect to dilutive

adjustments $1 833 473 $3 87 $1096 488 $2 25 $2524 495 $5 10
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The computation of diluted earnings per share for 2009 excludes the effect of the potential

exercise of options to purchase approximately 27 million shares and excludes restricted share awards

and deferred stock units of approximately million shares because the effect would be anti-dilutive

The computation of diluted earnings per share for 2008 and 2007 excludes the effect of the

potential exercise of options to purchase approximately 19 million and 29 million shares respectively

and excludes restricted share awards and deferred stock units of approximately million and million

respectively because the effect would be anti-dilutive Additionally the computation of diluted earnings

per common share for 2007 excludes the impact of convertible debt of approximately million shares

because the effect would be anti-dilutive

Sale of Accounts Receivable

Certain of 1cos international businesses utilize the sale of accounts receivable as short-term

financing mechanisms The aggregate amount outstanding under the Companys remaining international

accounts receivable programs was $55 million $65 million and $76 million as of September 25 2009

September 26 2008 and September 28 2007 respectively

Investments

As of September 25 2009 and September 26 2008 the Company had available-for-sale

investments with fair value of $340 million and $303 million and cost basis of $334 million and

$317 million respectively

The cost and fair market value of the Companys investments by type of security and classification

in the Companys Consolidated Balance Sheets are as follows in millions

As of September 25 2009

Consolidated

Balance Sheet

Classification

Prepaid

expenses

Other- and
Gross Gross Than- Other

Cost Unrealized Unrealized Temporary Fair Current Other
1pe of Security Basis Gain Loss Impairment Value Assets Assets

Corporate debt securities $103 $106 36 70

U.S Government debt securities 228 231 13 218

Other debt securities

$334 $340 49 $291
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As of September 26 2008

As of September 26 2008

Gross

Unrealized

Gain

Consolidated

Balance Sheet

Classification

Prepaid

expenses

and

Other

Current Other

Assets Assets

$41 $109

26 118

$67 $236

Cost

1ype of Security
Basis

Corporate debt securities $166

U.S Government debt securities 142

Other debt securities

$317

Gross

Unrealized

Loss

$11

Other-

Than-

Temporary

Impairment

$5

Fair

Value

$150

144

$2 $11 $5 $303

Investments with continuous unrealized losses for less than 12 months and 12 months or greater

and their related fair values are as follows in millions

As of September 25 2009

1ype of Security

Corporate debt securities

Less Than 12 Months or Total Total

Fair 12 Months Fair Greater Fair Unrealized

Value Unrealized Losses Value Unrealized Losses Value Losses

$1 $1

Less Than 12 Months or Total Total

Fair 12 Months Fair Greater Fair Unrealized

Value Unrealized Losses Value Unrealized Losses Value Losses

$63 $4 $62 $7 $125 $1i
Irpe of Security

_______________ _______________

Corporate debt securities

The Company recorded an other-than-temporary impairment of $5 million for the year ended

September 26 2008 The other-than-temporary impairment related to investments in corporate
debt of

Lehman Brothers Holding Inc Lehman which filed petition under Chapter 11 of the U.S

Bankruptcy Code on September 15 2008 The Company did not record any other-than-temporary

impairments in the years ended September 25 2009 and September 28 2007

The maturities of the Companys investments in debt securities as of September 25 2009 are as

follows in millions

Cost Fair

Basis Value

Due in one year or less 47 49

Due after one year through five years
287 291

10 Goodwill and Intangible Assets

As previously reported the Company began to experience decline in revenue during the first

quarter of 2009 in its ADT Worldwide Fire Protection Services and Safety Products segments as
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result of slowdown in the commercial markets including the retailer end market as well as decline

in sales volume at its Electrical and Metal Products segment Although the Company considered and

concluded that these factors did not constitute triggering events during the first quarter of 2009 the

continued existence of these conditions during the second quarter of 2009 along with downward

revisions to forecasted results restructuring actions and weaker industry outlooks caused the Company
to conclude that sufficient indicators of impairment existed for certain reporting units Reporting units

within ADT Worldwide Fire Protection Services and Safety Products segments continued to be

negatively impacted as result of slowdown in the commercial markets including the retailer end

market Additionally the Companys Electrical and Metal Products reporting unit continued to be

negatively impacted by decline in sales volume due to the downturn in the non-residential

construction market During the second quarter of 2009 the Company determined that these

underlying events and circumstances constituted triggering events for six reporting units where such

events would more-likely-than-not reduce the fair value below their respective carrying amounts

Specifically the Company concluded that its Europe Middle East and Africa EMEA Security and

EMEA Fire reporting units within the ADT Worldwide and Fire Protection Services segments

respectively Electrical and Metal Products reporting unit within the Electrical and Metal Products

segment and Access Control and Video Systems ACVS Life Safety and Sensormatic Retail

Solutions SRS reporting units within the Safety Products segment experienced triggering events As

result of the triggering events the Company assessed the recoverability of the reporting units

long-lived assets and concluded that the carrying amounts were recoverable as of March 27 2009

Subsequently the Company performed the first step of the goodwill impairment test for the reporting

units

To perform the first step of the goodwill impairment test for the six reporting units with triggering

events the Company compared the carrying amounts of these reporting units to their estimated fair

values The Company utilized discounted cash flow analysis for determining the fair value of each of

the reporting units where triggering events had occurred Based on the factors described above actual

and anticipated reductions in demand for the reporting units products and services as well as increased

risk due to current economic uncertainty the estimates of future cash flows used in the second quarter

of 2009 discounted cash flow analyses were revised downward from the Companys most recent test

conducted during the fourth quarter of 2008 The range of the weighted-average cost of capital utilized

was increased to reflect increased risk due to current economic volatility and uncertainties related to

demand for the Companys products and services The weighted-average cost of capital were as follows

Second Quarter Fourth Quarter
of 2009 of 2008

Weighted-Average Cost of Capital 10.9% to 12.8% 10.0% to 11.7%

The results of the first step of the goodwill impairment test indicated there was potential

impairment of goodwill in each of the six reporting units identified with triggering events as the

carrying amounts of the reporting units exceeded their respective fair values As result the Company
performed the second step of the goodwill impairment test for these reporting units The implied fair

values of goodwill were determined by allocating the fair values of each reporting unit to all of the

assets and liabilities of the applicable reporting unit including any unrecognized intangible assets as if

the reporting unit had been acquired in business combination The results of the second step of the

goodwill impairment test indicated that the implied goodwill amount was less than the carrying amount
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of goodwill for each of the aforementioned reporting units During fiscal 2009 the Company recorded

an aggregate non-cash impairment charge of $2 billion $2.6 billion after-tax The non-cash

impairment charge was recorded in goodwill and intangible asset impairments in the Companys

Consolidated Statements of Operations during fiscal 2009 Specifically the Company recorded the

following non-cash goodwill impairment charges to goodwill at the following reporting units in

millions

Pre-tax After-tax

1epotting Unit Charge Charge

EMEA Fire 180 179

EMEA Security
613 610

Electrical and Metal Products 935 915

ACVS 327 321

Life Safety
240 236

SRS 346 .340

Total $2641 $2601

Annually in the fiscal fourth quarter and more frequently if triggering events occur the Company

tests goodwill for impairment by comparing the fair value of each reporting unit with its carrying

amount See Note Fair value for each reporting unit is determined utilizing discounted cash flow

analysis based on the Companys forecasted cash flows and revenue and operating income growth rates

discounted using an estimated weighted-average cost of capital of market participants
market

approach is utilized to corroborate the discounted cash flow analysis performed at each reporting unit

lithe carrying amount of reporting unit exceeds its fair value goodwJ1 is considered potentially

impaired In determining fair value management relies on and considers number of factors mcluding

operating results business plans economic projections
cash flow forecasts market data and the

Companys overall market capitalization Fair value determmations are sensitive to changes in the

factors described above as well as to inherent uncertainties in apjilying
them to the analysis of goodwill

recoverability

As described above the Company considers market capitalization as one of number of factors in

its evaluation of recoverability of goodwill The Company considered and evaluated its market

capitalization as well as the other factors described above and concluded that its remaining goodwill

balance of $8.8 billion as of September 25 2009 is recoverable As part of the Companys ongoing

monitoring efforts the Company wli continue to consider the uncertainty of the current global

economic environment and volatility in the stock market as well as in the Companys own stock price in

assessing goodwill recoverability Given the current economic environment and the uncertainties

regarding the potential impact on the Companys business there can be no assurance that the

Companys estimates and assumptions regarding forecasted cash flow and revenue and operating

income growth rates of certain reporting units as well as the duration of the ongoing economic

downturn or the period or strength of recovery made for purposes oLttie annual goodwill impairment

test will prove to be accurate predictions of the future lithe Companys assumptions are not achieved

it is possible that an impairment charge may need to be recorded However it is not possible at this

time to determine if an impairment charge would result or if such charge would be material The

Company has certain reporting units within the Companys ADT Worldwide and Safety Products
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segments with less than ten percent excess of fair value over carrying value The goodwill balance for

these reporting units was approximately $855 million as of September 25 2009

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 the Fire Protection

Services segment exceeded the implied fair value of goodwill As result the Company recognized

goodwill impairment of $9 million in the fourth quarter of 2008

In connection with the Separation during the third quarter of 2007 Tyco reorganized into new

management and segment reporting structure As part of these organizational changes the Company
assessed new reporting units and conducted valuations to determine the assignment Of goodwill to the

new reporting units based on their estimated relative fair values Following the relative fair value

goodwill allocation the Company then tested goodwill for impairment As result the Company
recognized goodwill impairment related to the Australia and New Zealand Security Services business

part of the ADT Worldwide segment of $46 million in the third quarter of 2007 The changes in the

carrying amount of goodwill by segment for 2009 and 2008 were as follows in millions

Electrical

Fire and

ADT Flow Protection Metal Safety

Worldwide Control Services Products Products Total

Balance as of September 28 2007 $5025 $1975 $1495 $1054 $2071 $11620

Purchase accounting adjustments 22 24
Acquisitions 115 11 14 140

Divestitures 17 19
Impairment

Currency translation 60 27 89
Balance as of September 26 2008 5081 1993 1467 1024 2054 11619

Purchase accounting adjustments

Acquisitions 33 34

DivestitUres

Impairthent 613 180 935 913 2641
Goodwill transfer due to segment

realignment 58 56

Currency translation 111 76 12 208
Balance as of September 25 2009 $4302 $1993 $1334 $1162 8791

Goodwill for reporting units that have met the held for sale criteria is

sale on the Consolidated Balance Sheets and excluded from the table above See Note

included in assets held for
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Intangible Assets

As previously reported the Company began to experience decline in revenue during the first

quarter
of 2009 at its ADT Worldwide and Safety Products segments due to slowdown in the

commercial markets including the retailer end market Although the Company considered and

concluded these factors did not constitute triggering events during the first quarter
of 2009 the

continued existence of these conditions during the second quarter of 2009 along with downward

revisions to forecasted results restructuring actions and weaker industry outlooks caused the Company

to conclude that sufficient indicators of impairment existed for certain indefinite-lived intangible assets

This deterioration of the business environment related to the retailer business of the Companys ADT

Worldwide and Safety Products segments resulted in further lowering of managements projections of

revenues from the retailer end market during the second quarter of 2009

Based on these factors and uncertainties estimates of future cash flows used in determining the

fair value of the Companys Safety Products Sensormatic tradename as well as its ADT Worldwide

franchise rights relating to Winner and SSC during the second quarter
of 2009 were revised downward

relative to the estimates used in the Companys most recent test during the fourth quarter of 2008 The

range of the discount rates utilized was increased to reflect increased risk due to current economic

volatility and uncertainties related to demand for the Companys products and services The discount

rates were as follows

Second Quarter Fourth Quarter
of 2009 of 2008

Discount Rate 12.0% to 12.3% 10.4%

The results of the impairment test conducted during the second quarter of 2009 indicated that the

Safety Products Sensormatic tradename and ADT Worldwide Winner and SSC franchise rights

estimated fair values were less than their respective carrying amounts As such the Company recorded

an aggregate
non-cash impairment charge of $64 million $40 million after-tax during the second

quarter of 2009 The non-cash impairment charge was recorded in goodwill and intangible asset

impairments in the Companys Consolidated Statements of Operations for fiscal 2009 Specifically the

Company recorded the following non-cash intangible asset impairment charges to reduce the carrying

amount of the following indefinite-lived intangible assets in millions

Pre-tax After-tax

Intangible Asset Charge Charge

Sensormatic tradename $42 $26

Winner franchise rights
14

SSC franchise rights

Total $64 $40

Annually in the fiscal fourth quarter and more frequently if triggering events occur the Company

tests indefinite-lived intangible assets for impairment The Company believes that its intangible assets

balance as of September 25 2009 is recoverable

Indefinite-lived intangible assets consisting primarily of trade names and franchise rights are tested

for impairment using either relief from royalty method or excess earnings method The impairment
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test for indefinite-lived intangible assets involves comparison of the estimated fair value of the

intangible asset with its carrying amount If the carrying amount of the intangible asset exceeds its fair

value an impairment loss is recognized in an amount equal to that excess Fair value determinations

require considerable judgment and are sensitive to change Significant judgments inherent in this

analysis include the selection of appropriate discount rates and terminal year growth rate assumptions
and estimates of the amount and timing of future cash flows attributable to the underlying intangible

assets Discount rate assumptions are based on an assessment of the risk inherent in the projected

future cash flows generated by the intangible asset Also subject to judgment are assumptions about

royalty rates which are based on the estimated rates at which similar trademarks are being licensed in

the marketplace

Given the current economic environment and the uncertainties regarding the potential impact on

the Companys business there can be no assurance that the Companys estimates and assumptions

regarding forecasted cash flow and revenue and operating income growth rates as well as the duration

of the ongoing economic downturn or the period or strength of recovery made for purposes of the

annual indefinite-lived intangible asset impairment test will prove to be accurate predictions of the

future If the Companys assumptions are not achieved it is possible that an impairment charge may
need to be recorded However it is not possible at this time to determine if an impairment charge
would result or if such charge would be material

Intangible assets net were $2647 million and $2681 million at September 25 2009 and

September 26 2008 respectively The following table sets forth the
gross carrying amount and

accumulated amortization of the Companys intangible assets as of September 25 2009 and

September 26 2008 in millions

September 25 2009 September 26 2008

Gross Weighted-Average Gross Weighted-Average

Carrying Accumulated Amortization Carrying Accumulated Amortization

Amount Amortization Period Amount Amortization Period

Amortizable

Contracts and related

customer

relationships $6529 $4275 14 years $6088 $3922 14
years

Intellectual property 552 462 20 years 553 405 16
years

Other 17 13 10 years 17 13 15
years

Total $7098 $4750 14 years $6658 $4340 15
years

Non-Amortizable

Intellectual property 212 253

Other 87 110

Total 299 363

Intangible asset amortization expense for 2009 2008 and 2007 was $516 million $528 million and

$513 million respectively The estimated aggregate amortization expense on intangible assets currently

owned by the Company is expected to be approximately $450 million for 2010 $350 million for 2011
$300 million for 2012 $300 million for 2013 and $200 million for 2014
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See Note for discussion regarding changes in the estimated lives of dealer intangibles

11 Related Party fransactions

The Company has amounts due related to loans and advances issued to employees in prior years

under the Companys Key Employee Loan Program relocation programs and other advances made to

executives Loans were provided to employees under the Companys Key Employee Loan Program

which is now discontinued except for outstanding loans for the payment of taxes upon the vesting of

shares granted under our Restricted Share Ownership Plans During the fourth quarter of 2002 the

Board of Directors and new senior management adopted policy under which no new loans are

allowed to be granted to any officers of the Company and existing loans are not allowed to be extended

or modified There have been no loans made to any of Our current executives The outstanding loans

are not collateralized and bear interest payable annually at rate based on the six-month LIBOR

calculated annually as the average of the rates in effect on the first day of each of the preceding

12 months LoÆn are generally repayable in ten years however earlier payments are required under

certain circumstances such as when an employee is terminated In addition the Company made

mortgage loans to certain employees under- employee relocation programs These loans are generally

payable in 15
years

and are collateralized by the underlying property During- 2009 and 2008 the

maximum amount outstanding under these programs was $22 million and $24 million respectively

Loans receivable under these programs as well as other unsecured advances outstanding were

$22 million and $24 million as of September 25 2009 and September 26 2008 respectively
The total

outstanding loans receivable includes loans to Dennis Kozlowski the Companys former Chairman

and Chief Executive Officer until June 2002 The amount outstanding under these loans plus accrued

interest was $27 million and $27 million as of September 25 2009 and September 26 2008

respectively and the rate of interest charged on such loans was 1.9% and 3.0% for 2009 and 2008

respectively Tnterest income on these interest bearing loans totaled nil $1 million and $1 million in

2009 2008 and 2007 respectively Certain of the above loans totaling $1 million and $4 million as of

September 25 2009 and September 26 2008 respectively are non-interest bearing

During 2009 2008 and 2007 the Company engaged in commercial transactions in the- normal

course of business with companies where the Companys Directors were employed and served as

officers Purchases from these companies during each year aggregated less than percent
of

consolidated net revenue

The Company filed civil complaints against Messrs Kozlowski and Swartz for breach of fiduciary

duty and other wrongful conduct relating to alleged abuses of our Key Employee Loan Program and

relocation program unauthorized bonuses unauthorized payments self-dealing transactions and other

improper conduct

In June 2002 the Company filed civil complaint against Frank Walsh Jr former director

for breach of fiduciary duty inducing breaches of fiduciary duty and related wrongful conduct involving

$20 million payment by Tyco $10 million of which was paid to Mr Walsh with the balance paid to

charity of which Mr Walsh is trustee The payment was purportedly made for Mr Walshs assistance in

arranging our acquisition
of The CIT Group Inc On December 17 2002 Mr Walsh pleaded guilty to

felony violation of New York law in the Supreme Court of the State of New York New York

County and settled civil action for violation of federal securities laws brought by the SEC in United
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States District Court for the Southern District ofNew York Both the
felony charge and the civil action

were brought against Mr Walsh based on such payment The felony charge accused Mr Walsh of

intentionally concealing information doncerning the payment from Tycos directors and sharehOlders

while engaged in the sale of Tyco seºurities in the State of New York The SEC action alleged that

Mr Walsh knew that the registration statement Øovering the sale of Tyco securities as part of the CIT
Group acquisition contained material misrepresentation concerning fees payable in connection with

the acquisition Pursuant to the plea and settlement Mr Walsh paid $20 million in restitution to Tyco
on December 17 2002 Our claims against Mr Walsh are still pending

12 Debt

Debt as of September 25 2009 and September 26 2008 is as follGws in millions

Commercial paper

364-day senior bridge loan facility due 2008

6.125% public notes due 20082

6.125% public notes due 20092

6.75% public notes due 2011

6.375% public notes due 2011

Revolving senior credit facility due 2011

Revolving senior credit facility due 2012

6.0% public notes due 2013

8.5% public notes due 2019

7.0% public notes due 2019

6.875% public notes due 2021

7.0% public notes due 2028

6.875% public notes due 2029

Other2

Total debt

Less current portion

Long-term debt

Commercial paper plus $45 million of the amount shown as other comprise the current portion of long-term debt as of

September 25 2009

These instruments plus $40 million of the amount shown as other comprise the current portion of long-term debt as of

September 26 2008

The carrying amount of Tycos debt subject to the fair value disclosure requirements as of

September 25 2009 was $4155 million The Company has determined the fair value of such debt to be

$4578 million as of September 25 2009 The Company utilizes various valuation methodologies to

determine the fair value of its debt which is primarily dependent on the type of market in which the

Companys debt is traded When available the Company uses quoted market prices to determine the

fair value of its debt which is traded in active markets As of September 25 2009 the fair value of the
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2009 2008

200 116

516

849

300

215

516

849

286

655 655

750

434 435

716 717

14

21

119

4274

245

$4029

16

23

136

4264

555

$3709
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Companys debt which is actively traded was $4338 million When quoted market prices are not readily

available or representative of fair value the Company utilizes market information of comparable debt

with similar terms such .as maturities interest rates and credit risk to determine the fair value of its

debt which is traded in markets that are not active As of September 25 2009 the fair value of the

Companys debt which is not actively traded was $40 million Additionally the Company believes the

carrying amount of its commercial paper of $200 million approximates fair value based on the short-

term nature of such debt

Commercial Paper

In May 2008 Tyco International Finance S.A TIFSA commenced issuing commercial paper to

U.S institutional accredited investors and qualified institutional buyers Borrowings under the

commercial paper program are available for general corporate purposes As of September 25 2009 and

September 26 2008 TIFSA had $200 million and $116 million respectively of commercial paper

outstanding which bore interest at an average rate of 0.33% and 2.95% respectively

As of September 25 2009 the Company classified its outstanding commercial paper balance of

$200 million as short-term as the Company intends to repay such amount during the next twelve

months As of September 26 2008 the Company classified $116 million of short-term commercial

paper as long-term as settlement of the amount outstanding was not expected to require the use of

working capital
in the next twelve months as the Company had both the intent and the ability to

refinance this debt on long-term basis

Debt Offerings

On January 2009 TIFSA issued $750 million aggregate principal amount of 8.5% notes due on

January 15 2019 which are fully and unconditionally guaranteed by the Company the 2019 notes

TIFSA received net proceeds of approximately $745 million after underwriting discounts and offering

expenses The 2019 notes are unsecured and rank equally with TIFSAs other unsecured and

unsubordinated debt TIFSA may redeem any of the 2019 notes at any time by paying the greater of

the principal amount of the notes or make-whole amount plus accrued and unpaid interesL The

holders of the 2019 notes have the right to require TIFSA to repurchase all or portion of the notes at

purchase price equal to 101% of the principal amount of the notes repurchased plus accrued and

unpaid interest upon the occurrence of change of control triggering event which requires both

change of control and rating event as defined by the Indenture governing the notes Additionally the

holders of the 2019 notes have the right to require the Company to repurchase all or portion of the

2019 notes on July 15 2014 at purchase price equal to 100% of the principal amount of the notes

tendered plus accrued and unpaid interest Otherwise the notes mature on January 15 2019 The

Company incurred approximately $5 million of debt issuance costs in connection with the transaction

which included underwriter discounts as well as legal accounting and rating agency fees The debt

issuance costs will be amortized from the date of issuance to the earliest redemption date which is

July 15 2014 Interest is payable semiannually on January 15th and July 15th The interest rate payable

on the 2019 notes is subject to escalations as defined by the Indenture if either Moodys or SP
downgrades the Companys debt rating below investment grade The 2019 notes will not be subject to

the preceding adjustments if at any time the Companys debt rating increases one level above its

current rating to A3 and A- for Moodys and SP respectively
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On January 15 2009 TIFSA made payment of $215 million to extinguish all of its 6.125% notes

due 2009 which matured on the same date Additionally in November 2008 TIFSA made payment of

$300 million to extinguish all of its 6.125% notes due 2008

See Note 26 for information regarding $500 million of 4.125% notes issued subsequent to

September 25 2009

Debt Tenders

In connection with the settlement of
litigation arising from the Separation related to the

Companys public debt on June 2008 the Company along with its finance subsidiary TIFSA
wholly-owned subsidiary of the Company and successor company to Tyco International Group S.A
TIGSA wholly-owned subsidiary of the Company organized under the laws of Luxembourg
consummated consent solicitations and exchange offers related to certain series of debt issued under
the Companys 1998 and 2003 indentures In connection with the exchange offers Tyco issued

$422 million principal amount of 7.0% notes due 2019 in exchange for an equal principal amount of

7.0% notes due 2028 and $707 million principal amount of 6.875% notes due 2021 in exchange for an

equal principal amount of 6.875% notes due 2029 In connection with the consent solicitations holders

of the Companys 6.0% notes due 2013 6.125% notes due 20086.125% notes due 2009 6.75% notes

due 2011 6.375% notes due 2011 7.0% notes due 2028 and 6875% notes due 2029 collectively
received consent payments totaling $250 million

The terms of the consent and exchange offers were evaluated as debt modification in accordance
with the authoritative guidance for debtors accounting for modification or exchange of debt

instruments and it was determined that the 7.0% notes due 2028 and the 6.875% notes due 2029 were

extinguished because the cash flows of the new bonds as compared to the original bonds were

substantially modified As result the new bonds and the 7.0% notes due 2028 and the 6.875% notes

due 2029 that were not tendered for exchange were recorded at their fair value upon completion of the

exchange offers In determining fair value the Company measured the bonds as if they were an initial

issuance to the public This was done by obtaining effective yield data derived from comparable pricing
received from the issuance of bonds with similar ratings and covenants by large public companies

During the year ended September 26 2008 in connection with the consent solicitations and

exchange offers the Company recorded $222 million charge to other expense net as loss on
extinguishment of debt This charge was comprised of the consent payments related to the extinguished
bonds notes due 2028 and 2029 premium on the exchanged bonds which represents the difference

between the fair value and the book value of the extinguished bonds and the write-off of the original
unamortized debt issuance costs as well as fees paid to third-parties associated with the bonds that

were not deemed extinguished The remaining portion of the consent payment and issuance costs will

be amortized over the remaining life of the bonds

During the year ended September 28 2007 the Company recorded $259 million charge to other

expense net for the loss on early extinguishment of debt related to the debt tender offers in connection
with the Separation
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Bank and Revolving Credit Facilities

On June 24 2008 Tyco and TIFSA entered into $500 million senior unsecured revolving credit

agreement with Citibank N.A as administrative agent for the lenders party thereto This credit

agreement has three-year term Borrowings under this agreement have variable interest rate based

on LIBOR or an alternate base rate The margin over LIBOR can vary based on changes
in the

Companys credit rating and facility utilization Together with the Companys $1.19 billion five-year

senior revolving credit agreement dated as of April 25 2007 the Companys total committed revolving

credit line was $1.69 billion as of September 25 2009 These revolving credit facilities may be used for

working capital capital expenditures
and other corporate purposes As of September 25 2009 there

were no amounts drawn under these facilities although the Company had dedicated $200 million of

availability to backstop outstanding commercial paper

On April 25 2007 Tyco certain of its subsidiaries and syndicate of banks entered into 364-day

unsecured bridge loan facility On October 2007 the commitments wih respect to the unused

portion of the Companys unsecured bridge loan facility expired but were subsequently renewed before

being terminated in connection with the overall facilitys termination In June 2008 The unsecured

bridge loan facility provided the Company with sufficient liquidity to tupay the Companys outstanding

public debt with borrowings of up to $4.0 billioit The facility could only be used to repay settle or

otherwiseextinguish such public debt which was the subject of ongoing litigation between the Company

and the trustee for such public debt In June 2008 the Company settled this litigation and terminated

this facility In connection with the facility termination the Company recorded $36 million charge to

other expense net to write-off unamortized debt issuance costs

TIFSAs bank credit agreements contain customary terms and conditions and financial covenants

that limit the ratio of the Companys debt to its earnings before interest taxes depreciation and

amortizatioi and that limit its ability to incur subsidiary debt or grant
liens on its property The

Companys indentures contain cistomary covenants including limits on negative pledges subsidiary debt

and sale/leaseback transactions None of these covenants are considered restrictive to the Companys

business

Convertible Debentures

As of September 28 2007 TIFSA had $21 million outstanding of its 3.125% convertible senior

debentures due 2023 with 2015 put option the 3.125% convertible senior debentures On

August 25 2008 the Company delivered to holders notice of redemption of its $19 million remaining

principal amount Qf the 3.125% convertible senior debentures These debentures were originally

convertible into Tyco shares As result of the Separation transactions undertaken by the Company in

2007 these debentures became convertible into common shares of Tyco International Ltd.

Covidien Ltd and Tyco Electronics Ltd The 3.125% convertible debentures were converted into 11.496

common shares of each of the three separate companies per $1000 principal amount During the

fourth quarter
of fiscal

year 2008 the Company issued 217589 shares of Tyco common stock and

obtained shares of Covidien Ltd and Tyco Electronics in connection with the redemption of the

3.125% convertible senio debentures Additionally in the fourth quarter
of fiscal 2008 the Company

recorded gain of $6 million upon exercise of the conversion option by holders See Note 14 The last

redemption date was September 25 2008 Any notes outstanding after that date were redeemed with
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available cash As of September 26 2008 no amounts remain outstanding under the 3.125% convertible

senioi debentures

Other Debt Information

The
aggregate amounts of

principal debt including capital leases maturing during the next five

years and thereafter are as follows in millions $245 in 2010 $540 in 2011 $853 in 2012 $4 in 2013
$660 in 2014 and $1951 thereafter

The weighted-average interest rate on total debt was 6.6% and 6.2% as of September 25 2009 and

September 26 2008 respectively excluding the impact of interest rate swaps The weighted-average
interest rate on short-term debt was 0.3% and 6.1% as of September 25 2009 and September 26 2008
respectively The impact of the Companys interest rate swap agreements on reported interest expense
was net decrease of $6 million for 2009 and not material for 2008 and 2007

13 Guarantees

Certain of the Companys business segments have guaranteed the performance of third-parties and

provided financial guarantees for uncompleted work and financial commitments The terms of these

guarantees vary with end dates ranging from 2009 through the completion of such transactions The

guarantees would typically be triggered in the event of nonperformance and performance under the

guarantees if required would not have material effect on the Companys financial position results of

operations or cash flows

There are certain guarantees or indemnifications extended among Tyco Covidien and Tyco
Electronics in accordance with the terms of the Separation and Distribution Agreement and the Tax

Sharing Agreement The guarantees primarily relate to certain contingent tax liabilities included in the

Tax Sharing Agreement At the time of the Separation Tyco recorded
liability necessary to recognize

the fair value of such guarantees and indemnifications In the absence of observable transactions for

identical or similar guarantees the Company determined the fair value of these guarantees and

indemnifications utilizing expected present value measurement techniques Significant assumptions
utilized to determine fair value included determining range of potential outcomes assigning

probability weighting to each potential outcome and estimating the
anticipated timing of resolution

The probability weighted outcomes were discounted using the Companys incremental borrowing rate
The liability necessary to reflect the fair value of the guarantees and indemnifications under the Tax

Sharing Agreement is $554 millionwhich is included in other liabilities on the Companys Consolidated
Balance Sheets as of September 25 2009 and September 26 2008 The guarantees primarily relate to

certain contingent tax liabilities included in the Tax Sharing Agreement See Note for further

discussion of the Tax Sharing Agreement

In addition Tyco historically provided support in the form of financial and/or performance

guarantees to various Covidien and Tyco Electronics operating entities In connection with the

Separation the Company worked with the guarantee counterparties to cancel or assign these

guarantees to Covidien or Tyco Electronics To the extent these guarantees were not assigned prior to

the Separation date Tyco assumed primary liability on any remaining such support The estimated fair

value of these obligations is $4 million and $7 million which are included in other liabilities on the

Companys Consolidated Balance Sheets as of September 25 2009 and September 26 2008
respectively with an offset to shareholders equity on the Separation date
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In disposing of assets or businesses the Company often provides representations warranties and/or

indemnities to cover various risks including for example unknown damage to the assets environmental

risks involved in the sale of real estate liability to investigate and remediate environmental

contamination at waste disposal sites and manufacturing facilities and unidentified tax liabilities and

legal fees related to periods prior to disposition The Company has no reason to believe that these

uncertainties would have material adverse effect on the Companys financial position results of

operations or cash flows

The Company has recorded liabilities for known indemnifications included as part of

environmental liabilities See Note 15 for discussion of these liabilities

In the normal course of business the Company is liable for contract completion and product

performance In the opinion of management such obligations will not significantly affect the

Companys financial position
results of operations or cash flows

At September 25 2009 the Company had total outstanding letters of credit and bank guarantees

of $659 million

The Company records estimated product warranty costs at the time of sale For further

information on estimated product warranty see Note

The changes in the carrying amount of the Companys warranty accrual for 2009 were as follows

in millions

Balance as of September 26 2008 $103

Warranties issued during the
year

35

Changes in estimates

Settlements 61
Currency translation

Balance as of September 25 2009 $81

In 2001 division of Safety Products initiated Voluntary Replacement Program VRP
associated with the acquisition of Central Sprinkler The VRP relates to the replacement of certain

0-ring seal sprinkler heads which were originally manufactured by Central Sprinkler prior to Tycos

acquisition
Under this program the sprinkler

heads are being replaced free of charge to property

owners On May 2007 the Consumer Products Safety Commission and the Company announced an

August 31 2007 deadline for filing claims to participate in the VRP The Company will fulfill all valid

claims for replacement of qualifying sprinklers received up to August 31 2007 Settlements during 2009

2008 and 2007 include cash expenditures
of $33 million $49 million and $38 million respectively

related to the VRP The Company believes the remaining liability represents
its best estimate of the

cost required to complete the VRP as of September 25 2009 which is not material

14 Financial Instruments

Derivative Instruments

The Companys financial instruments consist primarily of cash and cash equivalents accounts

receivable investments accounts payable debt and derivative financial instruments The fair value of

cash and cash equivalents accounts receivable and accounts payable approximated book value as of
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September 25 2009 See below for the fair value of derivative financial instruments See below and

Note for Investments and Note 12 for Debt

In the normal course of business Tyco is exposed to market risk arising from changes in currency

exchange rates interest rates and commodity prices The Company uses derivative financial instruments

to manage exposures to foreign currency and interest rate risks The Companys objective for utilizing

derivative financial instruments is to manage these risks using the most effective methods to eliminate

or reduce the impacts of these exposures The Company does not utilize derivative financial

instruments to hedge its exposure attributable to changes in commodity prices but may consider such

strategies in the future

The Company manages foreign currency exchange rate risk through the use of derivative financial

instruments comprised principally of forward contracts on foreign currency which are not designated as

hedging instruments for accounting purposes The objective of those derivatives instruments is to

minimize the income statement impact and potential variability in cash flows associated with

intercompany loans and accounts receivable accounts payable and forecasted transactions that are

denominated in certain foreign currencies Effective March 17 2009 Tyco changed its jurisdiction of

incorporation from Bermuda to Switzerland Until January 2011 Tyco intends to make dividend

payments in the form of reduction of capital denominated in Swiss francs However the Company

expects to actually pay dividends in U.S dollars based on exchange rates in effect shortly before the

payment date Fluctuations in the value of the U.S dollar compared to the Swiss franc between the

date the dividend is declared and paid will increase or decrease the U.S dollar amount required to be

paid The Company manages the potential variability in cash flows associated with the dividend

payments by entering into derivative financial instruments used as economic hedges of the underlying

risk

The Company manages interest rate risk through the use of interest rate swap transactions with

financial institutions acting as principal counterparties which are designated as fair value hedges for

accounting purposes During 2009 the Company entered into interest rate swap transactions with the

objective of managing the exposure to interest rate risk by converting the interest rates on $1.4 billion

of fixed-rate debt to variable rates In these contracts the Company agrees with financial institutions

acting as principal counterparties to exchange at specified intervals the difference between fixed and

floating interest amounts calculated on an agreed-upon notional principal amount

For derivative instruments that are designated and quali as fair value hedges the Company
documented the relationships between the hedging instruments and hedged items and linked derivatives

designated as fair value hedges to specific debt issuances For transactions designated as hedges the

Company also assessed and documented at the hedges inception whether the derivatives used in

hedging transactions were effective in offsetting changes in fair values associated with the hedged items

The Company will continue to assess hedge effectiveness on an on-going basis The fair value hedges

did not result in any hedge ineffectiveness for the year ended September 25 2009

The Company terminated certain interest rate swaps in the first quarter of 2007 that were

outstanding at that time Since the interest rate swaps were designated as hedging instruments of

outstanding debt the related loss was to be amortized over the remaining life of the related debt

instruments During the year ended September 26 2008 in connection with the debt tender offer

$9 million of unamortized loss on interest rate swaps was accelerated and recorded as loss on

retirement of debt and included in other expense net See Note 12
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The Company does not use derivative financial instruments for trading or speculative purposes

All derivative financial instruments are reported on the Consolidated Balance Sheets at fair value

with changes in the fair valueof the derivative financial instruments recognized currently in earnings

The following table summarizes the fair value of derivative instruments and their location in the

Consolidated Balance Sheets as of September 25 2009 in millions

Fair Values of Derivative Instruments

Consolidated Consolidated

Balance Sheet Fair Value Balance Sheet Fair Value

Derivatives not designated as hedging instruments Location DR/CR Location DRJCR

Derivative foreign exchange contracts in an

asset position Other Current $31 Other Current

Assets Liabilities

Derivative foreign exchange contracts in

liability position Other Current Other Current

Assets Liabilities

Net AtLiability
30

Derivatives designated as hedging instruments

Derivative interest rate swap contracts Other Assets

Total Asset Liability
$33 $5

The Company nets derivative assets and liabilities when aggregating derivative contracts for presentation in the

Consolidated Financial Statements if certain criteria are met The table above presents such contracts on gross basis

The following tables summarize the amount of gain loss recognized in earnings on derivative

instruments and their location in the Consolidated Statements of Operations for the year ended

September 25 2009 in millions

The Effect of Derivative Instruments on the Consolidated Statements of Operations

Amount of Gain

Loss Recognized in

Location of Gain Earnings on Derivatives

Loss Recognized in For the Year

Derivatives not designated as hedging instruments Earnings on Derivatives Ended September 25 2009

Foreign Exchange Contracts1 Selling general and $14
administrative expenses

Foreign Exchange Contracts2 Other expense net 44

Includes economic hedges related to operating activities

Includes economic hedges related to dividends declared in Swiss francs
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As of September 25 2009 the total gross notional amount of the Companys foreign exchange

contracts was approximately $525 million

Amount of Gain

Loss Recognized in

Location of Gain Earnings on Derivatives

Loss Recognized in For the Year
Derivatives designated as hedging instruments Earnings on Derivatives Ended September 25 2009

Interest Rate Swap Contracts1 Interest expense $3

The gain or loss on the derivative as well as the offsetting loss or gain on the hedged item attributable to the hedged risk

are recognized in current earnings The Company includes the gain or loss on the hedged item in the same line item
interest expense as the offsetting loss or gain on the related interest rate swaps For the year ended September 25 2009
the Company recognized $3 million loss on the underlying debt issuances

As of September 25 2009 the total gross notional amount of the Companys interest rate swap

contracts was $1.4 billion

Counterparty Credit Risk

The use of derivative financial instruments exposes the Company to counterparty credit risk If the

counterparty fails to perform the Company is exposed to losses if the derivative is in an asset position

When the fair value of derivative instrument is an asset the
counterparty has to pay the Company to

settle the contract This exposes the Company to credit risk However when the fair value of

derivative instrument is liability the Company has to pay the
counterparty to settle the contract and

therefore there is no counterparty credit risk Tyco has established policies and procedures to limit the

potential for counterparty credit risk including establishing limits for credit exposure and continually

assessing the creditworthiness of counterparties As matter of practice the Company deals with major

banks worldwide having long-term Standard Poors and Moodys credit ratings of A-/A3 or higher To

further reduce the risk of loss the Company generally enters into International Swaps and Derivatives

Association master agreements with substantially all of its counterparties Master netting agreements

provide protection in bankruptcy in certain circumstances and in some cases enable receivables and

payables with the same counterparty to be offset on the Consolidated Balance Sheets providing for

more meaningful balance sheet presentation of credit exposure The Companys derivative contracts do

not contain any credit risk related contingent features and do not require collateral or other security to

be furnished by the Company or the counterparties

The Companys exposure to credit risk associated with its derivative instruments is measured on an

individual
counterparty basis as well as by groups of counterparties that share similar attributes As of

September 25 2009 the Company was exposed to industry concentration with financial institutions as

well as risk of loss if an individual counterparty or issuer failed to perform its obligations under

contractual terms The maximum amount of loss that the Company would incur without giving

consideration to the effects of legally enforceable master netting agreements is approximately

$32 million

Fair Value of Financial Instruments

Effective September 27 2008 the Company adopted the authoritative guidance for fair value

measurements for all financial assets and liabilities as well as non-financial assets and liabilities that are

recognized or disclosed at fair value in the financial statements on recurring basis The guidance
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provides single definition of fair value establishes comprehensiye framework for measuring fair

value and expands the related disclosure requirements

Specifically the guidance requires fair value to be determined based on the exchange price that

would be received to sell an asset or paid to transfer liability in the principal or most advantageous

market for the asset or liability in an orderly transaction between market participants at the

measurement date Fair value is market-based measurement based on assumptions that market

participants would use to price the asset or liability Accordingly the framework considers markets or

observable inputs as the preferred source of value followed by assumptions based on hypothetical

transactions in the absence of market inputs The fair value should be calculated based on assumptions

that market participants would use in pricing the asset or liability not on assumptions specific to the

entity In addition the fair value of assets and liabilities should include consideration of

non-performance risk including the Companys own credit risk

Additionally the guidance establishes three-level hierarchy that ranks the quality and reliability

of information used in developing fair value estimates The hierarchy gives the highest priority to

quoted prices in active markets and the lowest priority to unobservable data In cases where two or

more Jevels of inputs are used to determine fair value financial instruments level is determined

based on the lowest level input that is considered significant to the fair value measurement in its

entirety The three levels of the fair value hierarchy are summarized as follows

Level 1inputs are based upon quoted prices unadjusted in active markets for identical assets

or liabilities which are accessible as of the measurement date

Level 2inputs are based upon quoted prices for similar assets or liabilities in active markets

quoted prices for identical or similar assets or liabilities in markets that are not active and

model-derived valuations for the asset or liability that are derived principally from or

corroborated by market data for which the primary inputs are observable including forward

interest rates yield curves credit risk and exchange rates

Level 3inputs for the valuations are unobservable and are based on managements estimates of

assumptions that market participants would use in pricing the asset or liability The fair values

are therefore determined using model-based techniques such as option pricing models and

discounted cash flow models

Investments

Investments primarily include cash equivalents U.S government obligations and corporate
debt

securities

When available the Company uses quoted market prices to determine the fair value of investment

securities Such investments are included in Level When quoted market prices are not readily

available pricing determinations are made based on the results of valuation models using observable

market data such as recently reported trades bid and offer information and benchmark securities

These investments are included in Level and consist primarily of U.S government debt securities and

corporate debt securities
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Derivative Financial Instruments

As described above under the caption Derivative Instruments derivative assets and liabilities

consist principally of forward foreign currency exchange contracts and interest rate swaps The fair

values for these derivative financial instruments are derived from pricing models that take into account

the contractual terms and features of each instrument forward foreign currency rates for the

Companys foreign exchange contracts and yield curves for the Companys interest rate swaps existing

at the end of the period Valuations are adjusted to reflect creditworthiness of the counterparty for

assets and the creditworthiness of the Company for liabilities Such adjustments are based on

observable market evidence and are categorized as Level exposures

Assets and Liabilities Measured at Fair Value on Recurring Basis

The following table presents the Companys assets and liabilities measured at fair value on

recurring basis as of September 25 2009 by level within the fair value hierarchy Financial assets and

liabilities are classified in their entirety based on the lowest level of input that is significant to the

valuation

Fair Value at
in millions Level Level September 25 2009

Assets

Available-for-sale securities 60 280 340

Derivative foreign exchange contracts in an asset position1 30 30

Derivative interest rate swap contracts

Total 60 313 373

Liabilities

Derivative foreign exchange contracts in liability position

The Company nets derivative assets and liabilities when aggregating derivative contracts for presentation in the

Consolidated Financial Statements if certain criteria are met These amounts include fair value adjustments related to the

Companys own credit risk and counterparty credit risk

Other

During fiscal 2009 and 2008 the Company designated certain intercompany loans as permanent in

nature As of September 25 2009 $3.0 billion of intercompany loans have been designated as

permanent in nature and for the
year ended September 25 2009 the Company recorded the

cumulative translation loss through accumulated other comprehensive loss income related to these

loans which had no material impact for fiscal 2009 and $141 million for fiscal 2008

During the fourth quarter of fiscal
year 2008 the Company issued 217589 shares of Tyco common

stock and obtained shares of Covidien and Tyco Electronics in connection with the redemption of the

Companys 3.125% convertible senior debentures Given the requirement to convert the Companys
3.125% convertible senior debentures into shares of Tyco Covidien and Tyco Electronics the Company
had previously recognized an asset for the fair value of the Covidien and Tyco Electronics shares and

liability for the related conversion option The Company recorded income of $6 million to other

expense net related to the settlement of the previously recognized asset and liability during the year
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ended September 26 2008 As of September 25 2009 and September 26 2008 no convertible

debentures remained outstanding

In December 2006 due to reqUired changes to the legal entity structure to facilitate the

Separation the Company determined that it would no longer consider certain intercompany foreign

currency
transactions to be long-term investments As result the related foreign currency transaction

gains and losses on such investments were recorded in the Consolidated Statements of Operations

subsequent to this determination rather than to the currency translation component of accumulated

other comprehensive loss income within shareholders equity Forward contracts that were previously

designated as hedges of these net investments continued to be used to manage this exposure but were

no longer designated as net investment hedges The remaining forward and option contracts were

marked to market with changes in the derivatives fair value recognized in the Consolidated Statements

of Operations

Previously the Company hedged its net investment in certain foreign operations Changes in the

fair value of forward contracts qualifying as net investment hedges are reported in the cumulative

translation adjustment component of accumulated other comprehensive loss income to the extent the

hedges are effective The cumulative translation adjustment component of accumulated other

comprehensive loss income includes net loss of $299 million and $91 million during 2007 and 2006

respectively for hedges of the foreign currency exposure of the Companys net investment in certain

foreign operations In connection with the Separation and the debt tender the Company de-designated

its 6.125% Euro denominated public notes due 2007 on March 29 2007 its 5.5% Euro denominated

public notes due 2008 and its 6.5% British pound denominated public notes due 2031 on May 21 2007

that had previously been considered as hedges of net investments in certain foreign operations As of

September 28 2007 the Company did not hedge its net investments in foreign operations and all of its

outstanding borrowings were denominated in U.S dollars

15 Commitments and Contingencies

The Company has facility vehicle and equipment leases that expire at various dates through the

year 2027 Rental expense under these leases was $392 million $415 million and $406 million for 2009

2008 and 2007 respectively The Company also has facility and equipment commitments under capital

leases

Following is schedule of minimum lease payments for non-cancelable leases as of September 25

2009 in millions

Operating Capital

Leases Leases

2010 253 22

2011 203 28

2012 147

2013 89

2014 51

Thereafter 123 50

866 122

Less amount representing interest 31

Total minimum lease payments
91
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The Company also has purchase obligations related to commitments to purchase certain goods and

services As of September 25 2009 such obligations were as follows $90 million in 2010 and $5 million

in 2011 and $3 million thereafter

In the normal course of business the Company is liable for contract completion and product

performance In the opinion of management such obligations will not significantly affect the

Companys financial position iesults of operations or cash flows

In connection with the Separation the Company entered into liability sharing agreement

regarding certain legal actions that were pending against Tyco prior
to the Separation Under the

Separation and Distribution Agieement the Company 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 generally relate to legacy matters that are not specific to the business operations of

any of the companies The Separation and Distribution Agreement also provides that the Company will

be responsible 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 the Company will minage 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 Additionally at

the time of the Separation the Company Covidien and Tyco Electronics agreed to allocate

responsibility for certain legacy tax claims pursuant to the same formula under the Tax Sharing

Agreement See Note

Class Action Settlement and Legacy Securities Matters

As previously reported Tyco and some members of the Companys former senior corporate

management were named as defendants in number of lawsuits alleging violations of the disclosure

provisions of the federal securities laws 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 contributed $803 million representing its share under the

Separation and Distribution Agreement to $2.975 billion escrow account established in connection

with the settlement

As result Tyco incurred charge to expense for which no tax benefit is available and current

liability of $2.975 billion in the third quarter of 2007 Tyco borrowed under its unsecured bridge and

credit facilities to fund the liability and placed the proceeds in escrow for the benefit of the class In

connection with the Separation Covidien and Tyco Electronics assumed their portion of the related

borrowing The Company has also recovered certain of these costs from insurers As result the

Company recorded $113 million of recoveries in connection with the class action settlement in its

Consolidated Statements of Operations for 2007 Based on the Separation and Distribution Agreement
the Company recorded payables to Covidien and Tyco Electronics for their portion of the 2007

recoveries with an offset to shareholders equity The Company recovered an additional $38 million of

costs from insurers during 2008 The Company recorded payables to Covidien and Tyco Electronics for

their respective shares of the 2008 recoveries resulting in net $10 million credit recorded to class

action settlement net in the Consolidated Statements of Operations

Since all legal contingencies that could have affected the settlement were exhausted on

February 21 2008 the administration and distribution of the settlement funds in escrow has been
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managed by the counsel of the certified class and 1yco is not subject to any further liability related to

the class action settlement As result Tyco has extinguished the class action liability and no longer

has claim to the escrow account The escrow accounts earned interest that was payable to the class As

result interest was also accrued on the class action settlement 1iability On February 21 2008 the

class action liability and escrow account balances including interest were each $3.02 billion

Based on the Separation and Distribution Agreement Tyco had receivable from Covidien and

Tyco Electronics for their portion of the liability of $1257 million and $927 million respectively as of

September 28 2007 and corresponding payables to Covidien and Tyco Electronics for their interest in

the escrow accounts Receivables and payables that pertain to the class action settlement and related

escrow accounts with the same counterparty were presented net in the Consolidated Balance Sheets

Tycos portion of the liability was $808 million as of September 28 2007 These amounts were

extinguished during the second quarter of 2008

The June 2007 class action settlement did not purport to resolve all legacy securities cases and

several remain outstanding the most significant of which is Stumpf Tyco International Ltd which is

class action lawsuit in which the plaintiffs allege that Tyco among others violated the disclosure

provisions of the federal securities laws The matter -arises from TycosJuly 2000 initial public offering

of common stock of TyCom Inc and alleges that the TyCom registration statement and prospectus

relating to the sale of common stock were inaccurate misleading and failed to disclose facts necessary

to make the registration statement and prospectus not misleading The complaintfurther alleges the

defendants violated securities laws by making materially false and misleading statements and omissions

concerning among other things executive compensation TyComs business prospects and Tycos and

TyComs finances The matter is currently in the pre-trial stages of litigation As discussed below the

Company reserved its best estimate of probable loss related to this matter in the second quarter of

2009

In addition to the Stumpf matter Tyco is party to several lawsuits based on alleged violations of

federal securities laws fraud and negligence committed by former management These matters consist

of Jasin Tyco International Ltd et al an action brought by pro se plaintiff Hall Kozlowsk4 et al

an action brought by pro se plaintiff relating to the plaintiffs employment 401 k- pension plans and

ownership of Tyco common stock and several affirmative actions brought by Tyco against

Messrs Kozlowski Swartz and Walsh former executives and director of Tyco In connection with our

affirmative actions Messrs Kozlowski and Swartz have made counterclaims seeking amounts allegedly

due in connection with the former executives compensation and retention arrangements and under

ERISA and Mr Walsh has made claims alleging that Tyco is required to indemnify him for his defense

costs arising from his role as Tyco director Tyco intends to vigorously defend each of these actions

and does not believe that the ultimate outcome of any of these matters will have material adverse

affect on its financial position results of operations or cash flows

The Company settled number of legacy securities lawsuits in 2008 In connection with these

settlements the Company made total payments of $109.25 million Pursuant to the Separation and

Distribution Agreement the Companys share of these settlement amounts was approximately

$30 million with Covidien and Tyco Electronics responsible for approximately $45 million and

$34 million respectively The Company recorded the settlement and related receivables from each of

Covidien and Tyco Electronics for their respective shares of the settlement amount resulting in net
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charge to selling general and administrative expenses for its share of the settlement of approximately

$30 million

Through the second quarter of fiscal 2009 the Company settled additional legacy legal matters

including several of the lawsuits filed by plaintiffs that had opted out of the June 2007 class action

settlement for an aggregate amount of approximately $90 million Pursuant to the Separation and

Distribution Agreement the Companys share of these settlement amounts was approximately

$24 million with Covidien and Tyco Electronics responsible for approximately $38 million and

$28 million respectively The Company recorded the total settlement amount of $90 million as

liability within the Companys Consolidated Balance Sheet as of March 27 2009 and recorded

receivables due from Covidien and 1rco Electronics for their respective portions of the liability in other

current assets in the Companys Consolidated Balance Sheet as of March 27 2009 As result the

Company recorded $24 million in charges to its Consolidated Statements of Operations during 2009

During the second quarter of 2009 the Company concluded that its best estimate of probable loss

for the legacy securities matters outstanding at the time was $375 million in the aggregate which the

Company recorded as liability in accrued and other current liabilities in the Consolidated Balance

Sheet as of March 27 2009 Due to the sharing provisions in the Separation and Distribution

Agreement the Company also recorded receivables from Covidien and Tyco Electronics in the amounts

of $158 million and $116 million respectively which were recorded in other current assets in the

Companys Consolidated Balance Sheet as of March 27 2009 As result the Company recorded net

charge of $101 million related to legacy securities matters during the quarter ended March 27 2009 in

selling general and administrative expenses in the Consolidated Statements of Operations

In the second half of fiscal 2009 the Company agreed to settle with all of the remaining plaintiffs

that had opted-out of the class action settlement as well as plaintiffs who had brought ERISA related

claims for total of $271 million Pursuant to the Separation and Distribution Agreement the

Companys share of the settlement amount was approximately $73 million with Covidien and Tyco

Electronics responsible for approximately $114 million and $84 million respectively This settlement

activity did not result in the Company recording charge to its Consolidated Statements of Operations

as the Company had established reserve for its bçst estimate of the amount of loss during the second

quarter of 2009 as discussed above The Company continues to believe that the accrual remaining as of

September 25 2009 is its best estimate for the remaining unresolved claims Although the Company
has reserved its best estimate of probable loss related to unresolved legacy securities claims their

ultimate resolution could differ from the estimate and could have material adverse effect on the

Companys financial position 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 matters

excluding the counter-claims brought by former executives and director described above

Environmental Matters

Tyco is involved in various stages of investigation and cleanup related to known environmental

remediation matters at 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 25 2009 Tyco concluded that it was

probable that it would incur remedial costs in the range of approximately $31 million to $85 million As
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of September 252009 Tyco concluded that the best estimate within this range is approximately

$40 million of which $12 million is included in accrued and other current liabilities and $28 million is

included in other liabilities in Tycos Consolidated Balance Sheet In view of the Companys financial

position and reserves for environmental matters the Company believes that any potential payment of

such estimated amounts will not have material adverse effect on its financial position results of

operations or cash flows

Tyco has recorded asset retirement obligations AROs for the estimated future costs associated

with legal obligations to retire certain assets As of September 25 2009 and September 26 2008 the

Companys AROs were $11 million and $13 million respectively The Company believes that any

potential payment of such estimated amounts will not have material adverse effect on its financial

position results of operations or cash flows

Asbestos Matters

The Company and certain of its subsidiaries are named as defendants in bodily injury lawsuits

based on alleged exposure to asbestos-containing materials These cases typically involve product

liability claims based primarily on allegations of manufacture sale or distribution of industrial products

that either contained asbestos or were attached to or used with asbestos-containing components

manufactured by third-parties Each case typically names between dozens to hundreds of corporate

defendants While the Company has observed an increase in the number of these lawsuits over the past

several years including lawsuits by plaintiffs with mesothelioma-related claims large percentage of

these suits have not presented viable legal claims and as result have been dismissed by the courts

The Companys strategy has been and continues to be to mount vigorous defense aimed at having

unsubstantiated suits dismissed and where appropriate settling suits before trial Although large

percentage of litigated suits have been dismissed the Company cannot predict the extent to which it

will be successful in resolving lawsuits in the future Of the lawsuits that have proceeded to trial since

2005 the Company has won or settled all but one case with that one case returning an adverse jury

verdict for approximately $7.7 million which included both compensatory and punitive damages The

Company has appealed the verdict and believes that it will ultimately be overturned As of

September 25 2009 there were 4200 lawsuits pending against the Company and its subsidiaries Each

lawsuit typically includes several claims and the Company has determined that it had 5509 6569 and

6461 claims outstanding as of September 25 2009 September 26 2008 and September 28 2007

respectively These amounts reflect adjustments for claims that are not actively being prosecuted

identify incorrect defendants or are duplicative of other actions

Annually in the fiscal fourth quarter the Company performs an analysis to update its estimated

asbestos-related assets and liabilities The Companys estimate of the liability and corresponding

insurance recovery for pending and future claims and defense costs is based on claim experience over

the past five years and covers claims expected to be filed including related defense costs over the next

seven years on an undiscounted basis Due to high degree of uncertainty regarding the pattern and

length of time over which claims will be made and other factors the Company has concluded that

estimating the liability beyond the seven year period will not provide reasonable estimate and

accordingly has not recorded liability for asbestos-related costs beyond 2016 The Companys estimate

of asbestos.related insurance recoveries represents estimated amounts due to the Company for

previously paid and settled claims and the probable reimbursements relating to its estimated liability for
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pending and future claims In determining the amount of insurance recoverable the Company
considers available insurance allocation methodologies solvency and creditworthiness of the insurers

As of September 25 2009 the Companys estimated net liability of $49 million was recorded

within the Companys Consolidated Balance Sheet as liability for pending and future claims and

related defense costs of $240 million and separately as an asset for insurance recoveries of

$191 million Similarly as of September 262008 the Companys estimated net liability of $21 million

was recorded within the Companys Consolidated Balance Sheet as liability for pending and future

claims and related defense costs of $194 million and separately as an asset for insurance recoveries of

$173 million The increase in liability from 2008 to 2009 was due to number of factors but was

primarily driven by the increase in mesotheliomarelated clilims noted above as well as an increase in

the average cost of resolution over the past five years The estimated insurance asset increased due to

the availability of certain insurance policies that cover portion of the increased liability

The amounts recorded by the Company for asbestos-related liabilities and insurance-related assets

are based on currently available information as well as estimates and assumptions Key variables and

assumptions include the number and type of new claims that are filed each year the average cost of

resolution of claims the resolution of coverage issues with insurance carriers and the solvency risk with

respect to the Companys insirance carriers Furthermore predictions with respect to these variables

are subject to greater uncertainty in the later portion of the projection period Other factors that may
affect the Companys liability and cash payments for asbestos-related matters include uncertainties

surrounding the litigation .process from jurisdiction to jurisdiction and from case to case reforms of

state or federal tort legislation and the applicability of insurance policies among subsidiaries The

Company believes that its asbestos-related reserves at September 25 2009 are appropriate however

actual liabilities or insurance recoveries could be significantly higher or lower than those recorded if

assumptions used in the Companys calculations vary significantly from actual results

Compliance Matters

As previously reported in the Companys periodic filings the Company has received and responded

to various allegations and other information that certain improper payments were made by the

Companys subsidiaries and agents in recent years For example two subsidiaries in the Companys
Flow Control business in Italy have been charged along with numerous other parties in connection

with the Milan public prosecutors investigation into allegedly improper payments made to certain

Italian entities and the Company has reported to German authorities potentially improper conduct

involving agents retained by the Companys EMEA water business The Company has reported to the

U.S Department of Justice DOJ and the SEC the investigative steps and remedial measures that it

has taken in response to these allegations and its internal investigations The Company also informed

the DOJ and the SEC that it retained outside counsel to perform Company-wide baseline review of

its policies controls and practices with respect to compliance with the Foreign Corrupt Practices Act

FCPA and that it would continue to investigate and make periodic progress reports to these

agencies The Company has 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 the Company in the

course of our ongoing compliance activities The baseline review revealed that some business practices

may not comply with Tyco and FCPA requirements At this time the Company cannot predict the

outcome of these matters and other allegations reported to regulatory and law enforcement authorities
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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 the Company may be required to

pay material fines consent to injunctions on future conduct or suffer other criminal or civil penalties

or adverse impacts each of which could have material adverse effect on the Companys financial

position results of operations or cash flows

Covidien and Tyco Electronics agreed in connection with the Separation to cooperate with the

Company in its responses regarding these matters Any judgment required to be paid or settlement or

other cost incurred by the Company 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 the Company to Covidien or

Tyco Electronics respectively and provides that the Company will retain liabilities primarily related to

its continuing operations Any liabilities not primarily related to particular segment will be shared

equally among the Company Covidien and Tyco Electronics

The German Federal Cartel Office FCO charged in early 2007 that certain German

subsidiaries in the Companys Flow Control business had engaged in anti-competitive practices in

particular with regard to its hydrant valve street box and fittings business The Company investigated

this matter and determined that the conduct may have violated German anti-trust law The Company is

cooperating with the FCO in its investigation of this violation which is ongoing The Company 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 pay judgments suffer penalties

or incur settlements in amounts that may have material adverse effect on its financial position results

of operations or cash flows

ERISA Partial Withdrawal Liability Assessment and Demand

On June 2007 SimplexGrinnell received 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 multi-employer pension

plan such as the Fund the employer is liable for withdrawal liability equal to its proportionate share of

the plans unfunded vested benefits The alleged withdrawal results from 1994 labor dispute between

Grinnell Fire Protection Systems SimplexGrinnells predecessor and Road Sprinkler Fitters Local

Union No 669

ERISA requires that payment of withdrawal liability be made in full or in quarterly installments

commencing upon receipt of liability assessment from the plan plans assessment of withdrawal

liability generally may be challenged only in arbitration and ERISA 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 Funds total withdrawal liability assessment against SimplexGrinnell is approximately

$25 million The quarterly withdrawal liability payments are $1.1 million $11 million of which had been

paid to date While the ultimate outcome is uncertain SimplexGrinnell believes that it has strong

arguments that no withdrawal liability is owed to the Fund and it plans to vigorously defend against

the Funds withdrawal liability assessment The matter is currently in arbitration The Company has

made no provision for this contingency and believes that its quarterly payments are recoverable
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Other Matters

As previously reported in 2002 the SECs Division of Enforcement conducted an investigation

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 the Companys former management which were discontinued in 2003 Although the Company
settled with the SEC in 2006 number of former dealers and related parties have filed lawsuits against

the Company including class action lawsuit filed in the District Court of Arapahoe County

Colorado alleging breach of contract and other claims related to ADTs decision to terminate certain

authorized dealers in 2002 and 2003 While it is not possible at this time to predict the final outcome

Of these lawsuits the Company does not believe these claims will have material adverse effect on the

Companys financial position results of operations or cash flows

In addition to the foregoing the Company is subject to claims and suits including from time to

time contractual disputes and product and general liability claims incidental to present and former

operations acquisitions and dispositions With respect to many of these claims the Company either

self-insures or maintains insurance through third-parties with varying deductibles While the ultimate

outcome of these matters cannot be predicted with certainty the Company believes that the resolution

of any such proceedings whether the underlying claims are covered by insurance or not will not have

material adverse effect on the Companys financial condition results of operations or cash flows beyond

amounts recorded for such matters

16 Retirement Plans

The Company sponsors number of pension plans The Company measures its pension plans as of

its fiscal year end The following disclosures exclude the impact of plans which are immaterial

individually and in the aggregate

Defined Benefit Pension PlansThe Company has number of noncontributory and contributory

defined benefit retirement plans covering certain of its U.S and non-U.S employees designed in

accordance with conditions and practices in the countries concerned Net periodic pension benefit cost

is based on periodic actuarial valuations which use the projected unit credit method of calculation and

is charged to the Consolidated Statements of Operations on systematic basis over the expected

average remaining service lives of current participants Contribution amounts are determined based on

local regulations and the advice of professionally qualified actuaries in the countries concerned The

benefits under the defined benefit plans are based on various factors such as years of service and

compensation

In connection with the Separation the Company legally separated certain pension plans that

included participants of Tyco Healthcare Tyco Electronics and other subsidiaries As result the

Company remeasured the assets and projected benefit obligation of the separated pension plans The

impact of the remeasurement on continuing operations was immaterial Also during 2007 the

Company completed the merger of certain pension plans in the United Kingdom which resulted in an

increase to the minimum pension liability with corresponding decrease to accumulated other

comprehensive loss income of $10 million net of income taxes
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The net periodic benefit cost for all U.S and non-U.S defined benefit pension plans for 2009

2008 and 2007 is as follows in millions

Service cost

Interest cost

Expected return on plan assets

Amortization of initial net asset

Amortization of prior service cost credit

Amortization of net actuarial loss

Plan settlements curtailments and special termination

benefits

Net periodic benefit cost

Weighted-average assumptions used to determine net periodic

pensioir cost during the year

Discount rate

Expected return on plan assets

Rate of compensation increase

U.S Plans Non-U.S Plans

2009 2008 2007 2009 2008 2007

8$ $28 $45 $46
49 47 47 69 82 73

49 58 56 61 82 74

12 15 19 30

$19 $13 $48 $58 73

7.6% 6.3% 6.0% 6.5% 5.6% 4.9%

8.0% 8.0% 8.0% 7.0% 7.1% 7.0%

4.0% 4.0% 4.0% 4.5% 4.4% 4.1%

The estimated net loss and prior service cost for U.S pension benefit plans that will be amortized

from accumulated other comprehensive loss income into net periodic benefit cost over the next fiscal

year are expected to be $26 million and $1 million respectively

The estimated net loss and prior service credit for non-U.S pension benefit plans that will be

amortized from accumulated other comprehensive loss income into net periodic benefit cost over the

next fiscal year are expected to be $29 million and $3 million respectively
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The change in benefit obligations plan assets and the amounts recognized on the Consolidated

Balance Sheets for all U.S and non-U.S defined benefit plans as of September 25 2009 and

September 26 2008 is as follows in millions

Change in benefit obligations

Benefit obligations as of beginning of year

Service cost

Interest cost

Employee contributions

Actuarial loss gain

Acquisitions/divestitures

Benefits and administrative expenses paid

Plan settlements cUrtailments and special termination benefits

Currency translation

Benefit obligations as of end of year

Change in plan assets

Fair value of plan assets as of beginning of
year

Actual return on plan assets

Employer contributions

Employee contributions

Acquisitions/divestitures

Plan settlements cuxtailments and special termination benefits

Benefits and administrative expenses paid

Currency translation

Fair value of plan assets as of end of year

Funded status

Contributions after the measurement date

Net amount recognized

11 37

50 45 61 64

129 108

863 $721 $1340 $1414

670 $762 $1082 $1177

13 51 14
24 60 67

50 45 61 64
115 92

631 $670 950 $1082

$232 $51 390 332
---

$232 548 390 329

The Company adopted the measurement date provisions of the authoritative guidance for the

employers accounting for defined benefit pension and other postretirement plans on September 27

2008 As result Tyco measured its plan assets and benefit obligations on September 26 2008 and

adjusted its opening balances of accumulated deficit earnings
and accumulated other comprehensive

loss income for the change in net periodic benefit cost and fair value respectively from the

previously used measurement date of August 31 2008 The adoption of the measurement date

provisions resulted in net decrease to accumulated earnings of $5 million net of an income tax

benefit of $2 million and net increase to accumulated other comprehensive loss income of
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2009 2008

U.S Plans

2009 2008

721 $779

10

53 47

129 68

$1414

31

75

$1495

45

82
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$61 million net of income taxes of $28 million See Note for additional information related to the

adoption of the guidance

U.S Plans Non-U.S Plans

2009 2008 2009 2008

Amounts recognized in the Consolidated Balance Sheets consist of

Non-current assets

Current liabilities 11 11
Non-current liabilities 229 50 385 321

Net amount recognized $232 48 $390 $329

Amounts recognized in accumulated other comprehensive loss

income before income taxes consist of

Transition asset

Prior service cost credit 25 32

Net actuarial loss 363 178 418 379

Total loss recognized $370 $186 $389 $342

Weighted-average assumptions used to determine pension benefit

obligations at year end

Discount rate 5.5% 7.0% 5.6% 5.9%

Rate of compensation increase 4.0% 4.0% 4.2% 4.7%

The accumulated benefit obligation for all U.S plans as of September 25 2009 and September 26

2008 was $862 million and $720 million respectively The accumulated benefit obligation for all

non-U.S plans as of September 25 2009 and September 26 2008 was $1287 million and

$1356 million respectively

The accumulated benefit obligation and fair value of plan assets for U.S pension plans with

accumulated benefit obligations in excess of plan assets were $862 million and $631 million

respectively as of September 25 2009 and $470 million and $415 million respectively as of

September 26 2008

The accumulated benefit obligation and fair value of plan assets for non-U.S pension plans with

accumulated benefit obligations in excess of plan assets were $1264 million and $919 million

respectively as of September 25 2009 and $1333 million and $1054 million respectively as of

September 26 2008

The aggregate benefit obligation and fair value of plan assets for U.S pension plans with benefit

obligations in excess of plan assets were $864 million and $631 million respectively as of

September 25 2009 and $472 million and $415 million respectively as of September 26 2008

The aggregate benefit obligation and fair value of plan assets for non-U.S pension plans with

benefit obligations in excess of plan assets were $1323 million and $927 million respectively as of

September 25 2009 and $1395 million and $1061 million respectively as of September 26 2008
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In determining the expected return on plan assets the Company considers the relative weighting of

plan assets by class and individual asset class performance expectations as provided by its external

advisors

The Companys investment strategy for its pension plans is to manage the plans on going-

concern basis Current investment policy is to maximize the return on assets subject to prudent level

of portfolio risk for the purpose of enhancing the security of benefits for participants For U.S pension

plans this policy targets 60% allocation to equity securities and 40% allocation to debt securities

Various asset allocation strategies are in place for non-U.S pension plans with weighted-average

target allocation of 52% to equity securities 44% to debt securities and 4% to other asset classes

including real estate and cash equivalents

Pension plans have the following weighted-average asset allocations

U.S Plans Non-U.S Plans

2009 2008 2009 2008

Asset Category

Equity securities 61% 57% 54% 48%
Debt securities 36% 42% 42% 46%
Real estate 2% 3%
Cash and cash equivalents 3% 1% 2% 3%

Total 1OQ% 100% 100% 100%

Although the Company does not buy or sell any of its own securities as direct investment for its

pension funds due to external investment management in certain commingled funds the plans may
indirectly hold Tyco securities The aggregate amount of the securities would not be considered

material relative to the total fund assets

During 2009 the Company contributed $61 million to its U.S and non-U.S pension plans which

represented the Companys minimum required contributions to its pension plans for fiscal year 2009

Additionally the Company made voluntary contributions of $22 million during 2009 to its U.S pension

plans

The Companys funding policy is to make contributions in accordance with the laws and customs of

the various countries in which it operates as well as to make discretionary voluntary contributions from

time-to-time The Company anticipates that it will contribute at least the minimum required to its

pension plans in 2010 of $4 million for the U.S plans and $76 million for non-U.S plans
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Benefit payments including those amounts to be paid out of corporate assets and reflecting future

expected service as appropriate are expected to be paid as follows in millions

U.S Plans Non.U.S Plans

2010

2011 45 50

2012 46 56

2013 48 61

2014 49 65

2015-2O19 269 388

The Company also participates in number of multi-employer defined benefit plans on behalf of

certain employees Pension expense related to multi-employer plans was $1 million $1 million and

$3 million in 2009 2008 and 2007 respectively

Executive Retirement ArrangementsMessrs Kozlowski and Swartz participated in individual

Executive Retirement Arrangements maintained by Tyco the ERA Under the ERA
Messrs Kozlowski and Swartz would have fixed lifetime benefits commencing at their normal

retirement age of 65 The Companys accrued benefit obligations for Messrs Kozlowski and Swartz as

of September 25 2009 were $81 million and $42 million respectively The Companys accrued benefit

obligations for Messrs Kozlowski and Swartz as of September 26 2008 were $76 million and

$39 million respectively Retirement benefits are available at earlier ages and alternative forms of

benefits can be elected Any such variations would be actuarially equivalent to the fixed lifetime benefit

starting at age 65 Amounts owed to Messrs Kozlowski and Swartz under the ERA are the subject of

litigation brought by the Company against Messrs Kozlowski and Swartz

Defined Contribution Retirement PlansThe Company maintains several defined contribution

retirement plans which include 401k matching programs as well as qualified and nonqualified profit

sharing and share bonus retirement plans Expense for the defined contribution plans is computed as

percentage of participants compensation and was $79 million $84 million and $78 million for 2009

2008 and 2007 respectively The Company also maintains an unfunded Supplemental Executive

Retirement Plan SERP This plan is nonqualified and restores the employer match that certain

employees lose due to IRS limits on eligible compensation under the defined contributipn plans Gain

related to the SERP was $1 million in 2009 and 2008 respectively while an expense of $3 million in

2007 was incurred

Deferred Compensation PlansThe Company has nonqualified deferred compensation plans which

permit eligible employees to defer portion of their compensation record keeping account is set up

for each participant and the participant chooses from variety of measurement funds for the deemed

investment of their accounts The measurement funds correspond to number of funds in the

Companys 401k plans and the account balance fluctuates with the investment returns on those funds

Deferred compensation gain was $5 million and $1 million and an expense of $13 million in 2009 2008

and 2007 respectively Total deferred compensation liabilities were $97 million and $91 million as of

September 25 2009 and September 26 2008 respectively

Rabbi TrustsHistorically the Company held assets within rabbi trusts the assets of which could

be used to pay non-qualified plan benefits Trust assets were primarily composed of corporate-owned
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life insurance policies During fiscal year 2007 the Company as permitted under the trust agreement

sold substantially all of its assets held in the trusts and received $271 million of proceeds The

remaining trust assets were not material as of September 25 2009 and September 26 2008 The trust

assets which are consolidated are subject to the claims of the Companys creditors in the event of the

Companys insolvency Plan participants are general creditors of the Company with respect to these

benefits

Postretirement Benefit PlansThe Company generally does not provide postretirement benefits

other than pensions for its employees However certain acquired operations provide these benefits to

employees who were eligible at the date of acquisition and small number of U.S and Canadian

operations provide ongoing eligibility for such benefits

Net periodic postretirement benefit cost for 2009 2008 and 2007 is as follows in millions

2009 2008 2007

Service cost

Interest cost

Amortization of prior service credit

Amortization of net actuarial gain

Net periodic postretirement benefit cost $2 $3 $1

Weighted-average assumptions used to determine net periodic

postretirement benefit cost during the period

Discount rate 7.4% 6.1% 5.7%

The components of the accrued postretirement benefit obligations substantially all of which are

unfunded as of September 25 2009 and September 26 2008 are as follows in millions

2009 2008

Change in benefit obligations

Benefit obligations as of beginning of year 63 69

Service cost

Interest cost

Actuarial loss gain

Acquisitions and mergers

Benefits paid

Benefit obligations as of end of year $70 $63

Change in plan assets

Fair value of plan assets as of beginning of year

Employer contributions

Benefits paid

Fair value of plan assets as of end of year

Funded status $70 $63
Contributions after the measurement date

Net amount recognized $70 $62
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2009 2008

Amounts recognized in the Consolidated Balance Sheets consist of

Current liabilities

Non-current liabilities 63 56
Net amount recognized $70 $62

Amounts recognized in accumulated other comprehensive loss income

before income taxes consist ofr

Prior service credit

Net actuarial gain 11

Total income recognized $7 $14

Weighted-average assumptions used to determine postretirement benefit

obligations at year end

Discount rate 5.2% 6.6%

The Company expects to make contributions to its postretirement benefit plans of $7 million in

2010

Benefit payments including those amounts to be paid out of corporate assets and reflecting future

expected service as appropriate are expected to be paid as follows in millions

2010 $7
2011

2012

2013

2014

2015-2019 28

For measurement purposes 8.0% and 9.4% composite annual rate of increase in the per capita

cost of covered health care benefits was assumed as of September 25 2009 and September 26 2008

respectively As of September 25 2009 and September 26 2008 the composite annual rate of increase

in health care benefit costs was assumed to decrease gradually to 4.6% and 5.0% by the years
2027 and

2015 respectively and remain at that level thereafter one-percentage-point change in assumed

healthcare cost trend rates would have the following effects in millions

1-Percentage.Point 1-Percentage.Point

Increase Decrease

Effect on total of service and interest cost

Effect on postretirement benefit obligation

17 Shareholders Equity

As discussed in Note effective March 17 2009 the Company changed its jurisdiction of

incorporation from Bermuda to the Canton of Schaffhausen Switzerland In connection with the

Change of Domicile the par value of the Companys common shares increased from $0.80 per share to

8.53 Swiss francs CHF per share or $7.21 based on the exchange rate in effect on March 17 2009
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The Change of Domicile was approved at special general meeting of shareholders held on March 12

2009 The following steps occurred in connection with the Change of Domicile which did not result in

change to Total Shareholders Equity

approximately 21 million shares held directly or indirectly in treasury were cancelled

the par value of common shares was increased from $0.80 to CHF 8.53 through an

approximate 1-for-9 reverse share split followed by the issuance of approximately eight fully

paid up shares so that the same number of shares were outstanding before and after the

Change of Domicile which reduced share premium and increased common shares and

the remaining amount of share premium was eliminated with corresponding increase to

contributed surplus

Preference SharesIn connection with the Change of Domicile all authorized preference shares

were cancelled At September 26 2008 Tyco had authorized 31250000 preference shares par value of

$4 per share none of which were issued and outstanding

Common SharesAs of September 25 2009 the Companys share capital amounted to

CHF 3867911465.07 or 479295101 registered common shares with par value of CHF 8.07 per

share Until March 12 2011 the Board of Directors may increase the Companys share capital by

maximum amount of CHF 1933955728.50 by issuing maximum of 239647550 shares In addition

until March 12 2011 the share capital of the Company may be increased by an amount not

exceeding CHF 386791145.70 through the issue of maximum of 47929510 shares through the

exercise of conversion and/or option or warrant rights granted in connection with bonds notes or

similar instruments including convertible debt instruments and ii the share capital of the Company

may be increased by an amount not exceeding CHF 386791145.70 through the issue of maximum of

47929510 shares to employees and other persons providing services to the Company Although the

Company states its par value in Swiss francs it continues to use the U.S dollar as its reporting currency

for preparing its Consolidated Financial Statements

Shares Owned by Subsidiaries and Common Shares Held in TreasuryPrior to the Change of

Domicile approximately 21 million shares held by the Company directly or indirectly in treasury were

cancelled As of September 25 2009 there were approximately million shares held in treasury As of

September 26 2008 there were approximately 22 million shares held by subsidiary and million

shares held directly in treasury

Share Premium and Contributed SurplusAs of September 26 2008 Tyco International Ltd was

incorporated under the laws of Bermuda In accordance with the Bermuda Companies Act 1981 when

Tyco issued shares for cash at premium to their par value the resulting premium was an increase to

share premium account non-distributable reserve Contributed surplus subject to certain conditions

is distributable reserve As discussed above effective March 17 2009 the Company ceased to exist as

Bermuda corporation and continued its existence as Swiss corporation The Company undertook

number of steps in connection with the Change of Domicile described above that reduced its share

premium to zero as of March 17 2009 and increased common shares to approximately $3.5 billion Any
share premium remaining after this recapitalization was allocated to contributed surplus which

eliminated the remaining share premium balance
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DividendPursuant to Swiss law dividend payments made prior to January 2011 are subject to

Swiss withholding taxes unless made in the form of return of capital from the Companys registered

share capital As result the Company intends to first pay dividends in the form of reduction of

registered share capital until at least January 2011 After January 2011 the Company expects to

make dividend payments in the form of reduction in contributed surplus which also may be made

free of Swiss withholding taxes

On March 12 2009 the Companys Board of Directors declared quarterly dividend on the

Companys common shares of CHF 0.23 per share which was paid on May 27 2009 to shareholders of

record on April 30 2009 On May 2009 the Companys Board of Directors declared quarterly

dividend on the Companys common shares of CHF 0.23 per share which was paid on August 26 2009

to shareholders of record on July 31 2009 On September 10 2009 the Companys Board of Directors

declared quarterly dividend on the Companys common shares of CHF 0.23 per share which will be

paid on November 24 2009 to shareholders of record on October 30 2009 These quarterly dividends

represent
the first second and third installments of an annual dividend of CHF 093 per share

approved by the shareholders on March 12 2009 While certain administrative steps need to occur to

effectuate the dividend payment approval by the shareholders establishes the dividend under Swiss law

As result the Company recorded an accrued dividend of CHF 440 million as of March 12 2009

which approximated $377 million based on the exchange rate in effect on that date The dividend was

approved at the special shareholders meeting on March 12 2009 and is made in the form of return

of capital This amount was recorded as reduction of common shares which reduced the Company

par value of CHF 8.53 to CHF 7.60 However the Company expects to actually pay dividends in U.S

dollars based on exchange rates in effect shortly before the payment date Prior to the Change of

Domicile on December 2008 the Company Board of Directors declared quarterly dividend on

the Company common shares of $0 20 per share which was paid on February 2009 to shareholders

of record on January 2009 This amount was recorded as reduction of accumulated deficit

earnings On December 2007 March 13 2008 and May 2008 the Companys Board of Directors

declared quarterly dividend on the Companys common shares of $0 15 per share which were paid on

February 2008 May 2008 and August 2008 respectively to shareholders of record on January

2008 April 2008 and Juy 2008 respectively On September 2008 the Companys Board of

Directors declared quarterly dividend on the Companys common shares of $0.20 per share which

was paid on November 2008 to shareholders of record on October 2008

Share Repurchase ProgramsThe Companys Board of Directors approved the $1.0 billion 2008

Share Repurchase Program $1.0 billion 2007 Share Repurchase Program $2.0 billion 2006 Share

Repurchase Program and the $1.5 billion 2005 Share Repurchase Program in July 2008

September 2007 May 2006 and September 2005 respectively The following table represents
the
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number of shares and dollar amount of repurchases made under each of the Companys repurchase

programs by fiscal year and the remaining amount available for repurchase as of September 25 2009

2008 Share 2007 Share 2006 Share 2005 Share

Repurchase Program Repurchase Program Repurchase Program Repurchase Program

Shares Amount Shares Amount Shares Amount Shares Amount

in millions in billions in millions in billions in millions in billions in millions in billions

Approved

Repurchase

Amount 1.0 1.0 2.0 1.5

Repurchases

Fiscal 2008 2.5 0.1 23.1 0.9

Fiscal 2007 N/A N/A 1.3 0.1 5.0 0.7

Fiscal 2006 N/A N/A N/A N/A 13.0 1.3 11.0 1.2

Fiscal 2005 N/A N/A N/A N/A N/A N/A 3.0 0.3

Remaining Amount

Available 0.9

18 Share Plans

In connection with the Separation in 2007 share options were modified through the issuance of

Covidien and 1yco Electronics share options As result of the one for four share split share option

exercise prices for the Tyco awards were adjusted Generally employee share options converted into

share options of the employer with the exception of corporate employees whose awards converted into

share options of all three companies The revisions made to the share options as result of the

Separation constituted modification which required comparison of fair values of the share options

immedlately before the Separatlon and the fair values immediately after the Separation In certain

instances the fair value immediately after the Separation was higher As result the modification

resulted in incremental compensation cost of $15 million Of this amount $0 million $1 million and

$13 million $11 million in discontinued operations were recorded in 2009 2008 and 2007 respectively

The 2009 and 2008 amounts are included in selling general and administrative expenses while the 2007

amount is included in separation costs on the Companys Consolidated Statements of Operations The

remaining balance will be recorded in continuing operations over the remaining vesting period of the

share options Except for the changes described the principal terms of the share options remain

unchanged from the original grant

Also in connection with the Separation 1co employee restricted share awards and restricted stock

units collectively restricted share awards were modified through the issuance of Covidien and Tyco

Electronics restricted shares or the conversion to shares of the employer Restricted shares and

restricted share units held by employees in the company in which they were not employed were subject

to accelerated vesting provisions and vested 50% on the first day of trading after the Separation and

50% six months thereafter This accelerated vesting resulted in $14 million of accelerated compensation

expense for Tycos continuing operations Tyco recorded $12 million as selling general and

administrative expenses in the fourth quarter of 2007 and recorded the remaining expense in the first

quarter of 2008 Equity awards under the UK Save-As-You-Earn Plan the SAYE Plan were not

modified in connection with the Separation and resulted in additional compensation expense of
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$14 million Of this amount $2 million $7 million $1 million in discontinued operations and

$5 million $2 million in discontinued operations were recorded in 2009 2008 and 2007 respectively

Except for the changes described the principal terms and conditions of restricted shares restricted

units and deferred stock units of the employees remain unchanged from the original grant

Also in connection with the Separation the Company amended the terms of performance based

awards granted on November 22 2005 to provide for vesting of the remaining awards without regard to

the original performance measures The original performance awards which were previously adjusted to

reflect the attainment of performance metrics through fiscal year 2006 were converted to time based

restricted stock units of the employer with the exception of corporate employees whose outstanding

awards were converted to time based restricted stock units of the three separate companies

Effective October 2005 the Company utilized the modified prospective transition method to

account for its shared based payment awards Under this transition method the compensation cost

recognized beginning October 2005 includes compensation cost for all share-based payments

granted prior to but not yet vested as of October 2005 based on the estimated grant-date fair value

and ii all share-based payments granted subsequent to September 30 2005 based on the estimated

grant-date fair value Compensation cost is generally recognized ratably over the requisite service

period or period to retirement eligibility if shorter

Total share-based compensation cost recognized during 2009 was $99 million all of which is

included in selling general and administrative expenses Total share-based compensation cost

recognized during 2008 was $104 miflion which includes $97 million in selling general and

administrative expenses $3 million in separation costs and $4 million in discontinued operations Total

share-based compensation cost recognized during 2007 was $297 million which includes $155 million in

selling general and administrative expenses $13 million in restructuring and asset impairment charges

net $6 million in separation costs and $123 million in discontinued operations The Company has

recognized relited tax benefit associated with its share-based compensation arrangements during

2009 2008 and 2007 of $25 million $28 million $1 million in discontinued operations and $78 million

$31 million in discontinued operations respectively

During 2004 the Tyco International Ltd 2004 Stock and Incentive Plan the 2004 Plan
effectively replaced the 1yco International Ltd Long Term Incentive Plan as amended as of May 12
1999 the LTIP Plan and the Tyco International Ltd Long Term Incentive Plan II the LTIP II

Plan for all awards effective on and after March 25 2004 The 2004 Plan provides for the award of

stock options stock appreciation rights annual performance bonuses long term performance awards

restricted units restricted shares deferred stock units promissory stock and other stock-based awards

collectively Awards

The 2004 Plan provides for maximum of 40 million common shares to be issued as Awards

subject to adjustment as provided under the terms of the 2004 Plan In addition any common shares

that have been approved by the Companys shareholders for issuance under the LTIP Plans but which

have not been awarded thereunder as of January 2004 reduced by the number of common shares

related to Awards made under the LTIP Plans between January 2004 and March 25 2004 the date

the 2004 Plan was approved by shareholders or which have been awarded but will flot be issued

owing to expiration forfeiture cancellation return to the Company or settlement in cash in lieu of

common shares on or after January 2004 and which are no longer available for any reason
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including the termination of the LTIP Plans will also be available for issuance under the 2004 Plan

When common shares are issued pursuant to grant of Awards the total number of common shares

remaining available for grant will be decreased by margin of at least 1.8 per common share issued As

of September 25 2009 there were approximately 26 million shares available for future grant under the

2004 Plan including shares available under both the LTIP and LTIP II Plans that are now assumable

under the 2004 Plan As of September 25 2009 13 million shares had been granted under the 2004

Plan

The 1994 Plan provided for the issuance of restricted stock grants to officers and non-officer

employees The 1994 Plan expired in November 2004 thus no additional grants of restricted stock have

been made under this plan since November 2004 and no shares are available for future grant As of

September 25 2009 million shares remained outstanding which were granted under the 1994 Plan

prior to the November 2004 expiration

The LTIP Plan reserved common shares for issuance to Tycos directors executives and managers

as share options This plan was administered by the Compensation and Human Resources Committee

of the Board of Directors of the Company which consisted exclusively of independent directors of the

Company During 2009 there were approximately 0.1 million shares originally reserved for issuance

under this plan which became available for future grant under the 2004 Plan

The LTIP II Plan was broad-based option plan for non-officer employees The terms and

conditions of this plan were similar to the LTIP Plan During 2009 there were approximately

1.5 million shares originally reserved for issuance under this plan which became available for future

grant under the 2004 Plan

Share OptionsOptions are granted to purchase common shares at prices which are equal to or

greater than the market price of the common shares on the date the option is granted Conditions of

vesting are determined at the time of grant under the 2004 Plan Options are generally exercisable in

equal annual installments over period of three or four years and will generally expire 10
years

after

the date of grant Historically the Companys practice has been to settle stock option exercises through

either newly issued shares or from shares held in treasury which were repurchased by the Company
Since our reincorporation in Switzerland we intend to settle stock option exercises from shares held in

treasury which were repurchased by the Company

The grant-date fair value of each option grant is estimated using the Black-Scholes option pricing

model The fair value is then amortized on straight-line basis over the requisite service period of the

awards which is generally the vesting period Use of valuation model requires management to make

certain assumptions with respect to selected model inputs Expected volatility was calculated based on

the historical volatility of the Companys stock and implied volatility derived from exchange traded

options Post-Separation expected volatility was calculated based on an analysis of historic and implied

volatility measures for set of peer companies The average expected life was based on the contractual

term of the option and expected employee exercise and post-vesting employment termination behavior

The risk-free interest rate is based on U.S Treasury zero-coupon issues with remaining term equal to

the expected life assumed at the date of grant The compensation expense recognized is net of

estimated forfeitures Forfeitures are estimated based on voluntary termination behavior as well as an

2009 Financials 153



18 Share Plans Continued

analysis of actual share option forfeitures The weighted-average assumptions used in the Black-Scholes

option pricing model for 2009 2008 and 2007 are as follows

Expected stock price volatility

Risk free interest rate

Expected annual dividend per share

Expected life of options years

The weighted average grant date fair values of options granted during 2009 2008 and 2007 was

$7.09 $11.06 and $15.35 respectively The total intrinsic value of options exercised during 2009 2008

and 2007 was $0.5 million $16 million and $163 million respectively The related excess cash tax

benefit classified as financing cash inflow for 2O09 2008 and 2007 was not significant

summary of option activity as of September 25 2009 and changes during the year then ended is

presented below

Outstanding as of September 26 2008

Granted

Exercised

Expired

Forfeited
_________

Outstanding as of September 25 2009

Vested and unvested expected to as of

September 25 2009

Exercisable as of September 25 2009

As of September 25 2009 there was $51 million of total unrecognized compensation cost related

to non-vested options granted The cost is expected to be recognized over weighted-average period of

2.2 fiscal years

Employee Stock Purchase PlansSubstantially all full-time employees of the Companys U.S

subsidiaries and employees of certain qualified non-U.S subsidiaries were eligible to participate in an

employee share purchase plan ESPP Eligible employees authorized payroll deductions to be made

for the purchase of shares The Company matched portion of the employee contribution by

contributing an additional 15% of the employees payroll deduction All shares purchased under the

plan were purchased on the open market by designated broker The ESSP was suspended indefinitely

during the quarter ended September 25 2009

Under the SAYE Plan eligible employees in the United Kingdom were granted options to

purchase shares at the end of three
years

of service at 85% of the market price at the time of grant

Options under the SAYE Plan are generally exercisable after period of three years and expire six

months after the date of vesting The SAYE Plan provided for maximum of 10 million common
shares to be issued as of September 25 2009 there were million shares available for future issuance

All of the shares purchased under the SAYE Plan were purchased on the open market The SAYE Plan

TYCO INTERNATIONAL LTD
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2009 2008

32% 27%
2.67% 2.93%

$0.80 $0.62

5.2 4.5

2007

30%
4.52%

$0.58

4.7

Shares

23304454

5492070

82431
2532365

488982

25692746

Weighted-

Average

Remaining
Contractual Term

in years

5.6

Weighted-

Average

Exercise Price

$49.77

28.81

22.67

53.80

37.32

45.22

45.61

49.26

Aggregate

Intrinsic

Value

in millions

$75

24936862

17757367

5.5 72

4.2 48
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was approved on November 1999 for ten year period and has expired according to its terms on

November 2009 The International Benefits Oversight Committee has not approved any additional

grants since the last annual grant on October 2008 and it has not applied for approval of

replacement for the SAYE Plan at this time

summary of option activity under the SAYE Plan as of September 25 2009 and changes during

the year then ended is presented below

Weighçed

Average Aggregate

Weighted- Remaining Intrinsic

Average Contractual Term Value

Shares Exercise Price in years in millions

Outstanding as of September 26 2008 612319 $27.65

Granted 126186 34.41

Exercised 251619 21.50

Expired 75820 31.87

Forfeited 35160 31.70

Outstanding as of September 25 2009 375906 32.82 1.5 $1

Vested and unvested expected to vest as of

September 25 2009 342194 32.53 1.4

Exercisable as of September 25 2009 85405 21.46

The grant-date-fair value of each option grant is estimated using the Black-Scholes option pricing

model Assumptions for expected volatility the average expected life the risk-free rate as well as the

expected annual dividend per share were made using the same methodology as previously described

under Share Options

The weighted-average grant-date fair values of options granted under the SAYE Plan during 2009

and 2008 was $3.47 and $14.18 respectively There were no options granted under the SAYE Plan

during 2007 The total intrinsic value of options exercised during 2009 2008 and 2007 was $1 million

$3 million and $5 million respectively The related excess cash tax benefit classified as financitig cash

inflow for 2009 2008 and 2007 was not significant

As of September 25 2009 there was $1 million in total unrecognized compensation cost related to

non-vested options granted under the SAYE Plan The cost is expected to be recognized over period

of 1.1 fiscal years

Restricted Share AwardsRestricted share awards are granted subject to certain restrictions

Conditions of vesting are determined at the time of grant under the 2004 Plan All restrictions on the

award will lapse upon normal retirement death or disability of the employee

The fair market value of units with certain specified performance criteria are expensed over the

period of vesting For grants that vest through passage of time the fair market value of the award at

the time of the grant is amortized to expense over the period of vesting The fair value of restricted

share awards is determined based on the market value of the Companys shares on the grant date

Restricted share awards generally vest over period of three or four years as determined by the

Compensation Committee and with respect to performance awards upon attainment of various levels

of performance that equal or exceed targeted levels The compensation expense recognized for

restricted share awards is net of estimated forfeitures
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Recipients of restricted shares have the right to vote such shares and receive dividends whereas

recipients of restricted stock units have no voting rights and receive dividend equivalents Recipients of

performance shares have no voting rights and do not receive dividend equivalents

summary of the status of the Companys restricted share awards including performance shares as

of September 25 2009 and changes during the year then ended is presented in the tables below

Weighted-Average

Grant-Date

Non-vested Restricted Share Awards Shares Fair Value

Non-vested as of September 26 2008 3502246 $49.06

Granted 2105903 28.56

Vested 1574864 48.20

Forfeited 296575 41.69

Non-vested as of September 25 2009 3736710 38.75

The weighted-average grant-date fair value of restricted share awards granted during 2009 2008

and 2007 was $28.56 $40.27 and $49.49 respectively The total fair value of restricted share awards

vested during 2009 2008 and 2007 was $74 million $41 million and $58 million respectively

Weighted-Average

Grant-Date

Non-vested Performance Share Awards Shares Fair Value

Non-vested as of September 26 2008 483050 $61.78

Granted 998500 27.84

Forfeited 64027 43.16

Non-vested as of September 25 2009 1417523 38.71

The weighted-average grant-date fair value of performance share awards granted during 2009 2008

and 2007 was $27.84 $46.11 and $59.49 respectively The total fair value of performance shares vested

during 2007 was $1 million There were no performance shares which vested during 2009 and 2008

As of September 25 2009 there was $96 million of total unrecognized compensation cost related

to both non-vested restricted share awards and performance shares That cost is expected to be

recognized over weighted-average period of 2.1 fiscal years

Deferred Stock UnitsDeferred Stock Units DSU5 are notional units that are tied to the value

of Tyco common shares with distribution deferred until termination of employment Distribution when

made will be in the form of actual shares Similar to restricted share grants that vest through the

passage of time the fair value of DSUs is determined based on the market value of the Companys
shares on the grant date and is amortized to expense over the vesting period Recipients of DSUs do

not have the right to vote such shares and do not have the right to receive cash dividends However

they have the right to receive dividend equivalents Conditions of vesting are determined at the time of

grant Under the 2004 Plan the majority of Pycos DSU grants vest in equal annual installments over

three years The Company has granted million DSUs the majority of which were outstanding as of

September 25 2009
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summary of the status of the Companys DSUs as of September 25 2009 and changes during

the year then ended is presented in the table below

Weighted-Average
Grant-Date Fair

Non-vested Deferred Stock Units Shares Value

Non-vested as of September 26 2008

Granted 35210 34.09

Dividend reinvestment 34213 25.35

Vested 69423 29.78

Non-vested as of September 25 2009

The weighted-average grant-date fair value of DSUs granted during 2009 2008 and 2007 was

$34.09 $44.96 and $42.29 respectively The total fair value of DSUs vested during 2009 2008 and 2007

was $2 million $2 million and $8 million respectively As of September 25 2009 all DSUs are vested

19 Accumulated Other Comprehensive Loss Income

The components of accumulated other comprehensive loss income are as follows in millions

Unrealized Loss Accumulated

Unrealized Loss Gain on Minimum Other

Currency Gain on Derivative Pension Retirement Comprehensive

franslation Securities Instruments Liability Plans Income Loss

Balance as of September 29 2006 $1805 $2 $1 $785 $1017
Cumulative effect of adopting

new accounting principle see
Note 16 215 396 181

Pre-tax current period change 883 368 1255

Income tax expense 119 70 50
Distribution of Covidien and

Tyco Electronics 1797 321 1476
Balance as of September 28 2007 891 326 565

Pre-tax current period change 307 32 348
Income tax expense 11 15

Balance as of September 26 2008 584 347 232

Cumulative effect of adopting

new accounting principle see

Notel6 89 89

Pre-tax current period change 203 14 327 516
Income tax expense 79 74

Other2 34 34

Balance as of September 25 2009 415 $4 $506 87

During the years ended September 25 2009 September 26 2008 and September 28 2007 $21 million $58 million and

$6 million respectively were transferred from currency translation adjustments as result of the sale of foreign entities

These amounts are included in income from discontinued operations

Adjustment to accumulated deficit earnings recorded to correct the distribution amount to Covidien and Tyco Electronics

at the date of the Separation See Note
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Segment information is consistent with how management reviews the businesses makes investing

and resource allocation decisions and assesses operating performance In connection with the

Separation the Company realigned its management and segment reporting structure effective

March 31 2007 The segment data presented reflects this new segment structure The Company

operates and reports
financial and operating information in the following five segments

AfT 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 oil gas and other energy markets along with general process

industries and the water and wastewater markets

Fire Protection Services designs sells installs and services fire detection and fire suppression

systems for commercial industrial and governmental customers

Electrical and Metal Products designs manufactures and sells galvanized steel tubing armored

wire and cable and other metal products for non-residential construction electrical fift and

safety and mechanical customers

Safety Products designs manufactures and sells fire suppression electronic 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 Protection Services

Tyco also provides general corporate services to its segments and these costs are reported as

Corporate and Other

The Company from time to time will realign businesses and management responsibility within its

operating segments that
possess

similar characteristics such as product and service offerings These

realignments are designed to more fully leverage existing capabilities and enhance development for

future products and services Effective September 27 2008 certain businesses were transferred from

the Companys ADT Worldwide segment to the Companys Fire Protection Services segment from the

Companys Fire Protection Services segment to the Companys Flow Control segment and from the

Companys Electrical and Metal Products segment to the Companys Safety Products segment The

realignment of these businesses results in segment data being presented in line with managements view

of segment operating results The revenue and operating income for 2008 and 2007 hs been recast to

reflect the realignment of the Companys ADT Worldwide businesses to the Companys Fire Protection

Services segment All the other business realignments were not recast because the changes were
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immaterial Selected information in the new segment structure is presented in the following tables for

2009 2008 and 2007 in millions

2009 2008 2007

Net revenuet1

ADT Worldwide 7015 7731 7288

Flow Control 3850 4418 3766

Fire Protection Services 3428 3839 3726

Electrical and Metal Products 1392 2272 1974

Safety Products 1552 1934 1719

Corporate and Other

$17237 $20199 $18477

Revenue by operating segment excludes intercompany transactions

20091 2008 2007

Operating loss income

ADT Worldwide $233 $906 $817

Flow Control 518 618 457

Fire Protection Services 68 325 283

Electrical and Metal Products 940 342 159

Safety Products 789 284 274

Corporate and Other2 577 534 3722

$1487 $1941 $1732

Operating loss in 2009 includes goodwill and intangible asset impairment charges of $2.705 billion

Corporate and Other in 2007 includes net charge of $2.862 billion related to the class action settlement

Total assets by segment as of September 25 2009 September 26 2008 and September 28 2007 are

as follows in millions

2009 2008 2007

Total assets

ADT Worldwide $11070 $12223 $12029

Flow Control 4489 4669 4421

Fire Protection Services 2628 2835 2893

Electrical and Metal Products 629 1937 1957

Safety Products 2288 3423 3457

Corporate and Other 4293 3449 6783

Assets held for sale 156 268 1275

$25553 $28804 $32815
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Depreciation and amortization and capital expenditures net by segment for the years ended

September 25 2009 September 26 2008 and September 28 2007 are as follows in millions

2009 2008 2007

Depreciation and amortization

ADT Worldwide 878 909 924

Flow Control 69 65 62

Fire Protection Services 34 31 31

Electrical and Metal Products 30 37 27

Safety Products 110 102 94

Corporate and Other 12 10 10

$1133 $1154 $1148

2009 2008 2007

Capital expenditures

ADT Worldwide $421 $494 $459

Flow Control 107 130 90

Fire Protection Services 25 28 26

Electrical and Metal Products 46 35 29

Safety Products 78 41 51

Corporate and Other 32 11

$709 $734 $666

Net revenue by geographic area for the years ended September 25 2009 September 26 2008 and

September 28 2007 is as follows in millions

2009 2008 2007

Net revenue

United States 8304 9465 8910

Other Americas 1520 1733 1419

Europe Middle East and Africa 4706 5749 5338

AsiaPacific 2707 3252 2810

$17237 $20199 $18477

Revenue is attributed to individual countries based on the reporting entity that records the transaction
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Long-lived assets by geographic area as of September 25 2009 September 26 2008 and

September 28 2007 are as follows in millions

2009 2008 2007

Long-lived assets

United States $2701 $2722 $2681

Other Americas 402 364 339

Europe Middle East and Africa 539 566 577

AsiaPacific 605 582 526

Corporate and Other 14 14 117

$4261 $4248 $4240

Long-lived assets are comprised primarily of property plant and equipment and exclude goodwill other intangible assets

deferred taxes and other shared assets

21 Supplementary Consolidated Balance Sheets Information

Selected supplementary Consolidated Balance Sheets information as of September 25 2009 and

September 26 2008 is as follows in millions

2009 2008

Deferred tax assetnon-current $1113 $1101

Other non-current assets 1538 1481

Other assets $2651 $2582

Accrued payroll and payroll related costs 555 627

Deferred income tax liabilitycurrent 46 51

Income taxes payablecurrent 87 241

Other 1788 1798

Accrued and other current liabilities $2476 $2717

Long-term pension and postretirement liabilities 825 559

Deferred income tax liabilitynon-current 273 542

Income taxes payablenon-current 221 249

Other 1401 1365

Other liabilities $2720 $2715
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22 Inventory

TYCO INTERNATIONAL LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Inventories consisted of the following in millions

Purchased materials and manufactured parts

Work in
process

Finished goods

Inventories

September 25
2009

514

207

722

$1443

September 26
2008

681

272

924

$1877

Inventories are recorded at the lower of cost primarily first-in first-out or market value

23 Property Plant and Equipment

Property plant and equipment consisted of the following in millions

Land

Buildings

Subscriber systems

Machinery and equipment

Property under capital leases1

Construction in progress

Accumulated depreciation2

Property plant and equipment net

September 25
2009

156

788

5309

2398

62

164

5380

3497

September 26
2008

151

754

5102

2303

70

132

5019

$3493

Property under capital leases consists primarily of buildings

Accumulated amortization of capital lease assets was $28 million and $23 million as of September 25 2009 and

September 26 2008 respectively
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24 Summarized Quarterly Financial Data Unaudited

Summarized quarterly financial data for the years
ended September 25 2009 and September 26

2008 is as follows in millions except per share data

2009

1st Qtr 2nd Qtr.2 3rd Qtr.3 4th Qtr.4

Net revenue $4426 4150 $4240 $4421

Gross profit 1557 1435 1495 1607

Income loss from continuing operations 272 2555 243 207

Income loss from discontinued operations net of

income taxes 12 44

Net income loss 277 2567 287 205

Basic earnings per share

Income loss from continuing operations 0.57 5.40 0.51 0.44

Income loss from discontinued operations net of

income taxes 0.02 0.02 0.10 0.01

Net income loss 0.59 5.42 0.61 0.43

Diluted earnings per share

Income loss from continuing operations 0.57 5.40 0.51 0.44

Income loss from discontinued operations net of

income taxes 0.01 0.02 0.09 0.01

Net income loss 0.58 5.42 0.60 0.43

Income from continuing operations includes restructuring asset impairment and divestiture charges net of $8 million and

legacy legal charges of $8 million

Loss from continuing operations includes goodwill impairments of $2.6 billion restructuring asset impairment and

divestiture charges net of $102 million 1egcy legal charges of $101 million and intangible asset impairments of $64 million

Income from continuing operations includes restructuring and asset impairment charges net of $37 million

Income from continuing operations includes restructuring asset impairment and divestiture charges net of $104 million
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

24 Summarized Quarterly Financial Data Unaudited Continued

2008

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr.4

Net revenue $4837 $4863 $5215 $5284

Gross profit 1680 1678 1851 1867

Income from continuing operations 360 272 199 264

Income from discontinued operations net of income taxes 277 170

Net income 363 280 476 434

Basic earnings per share

Income from continuing operations 0.73 0.56 0.41 0.56

Income from discontinued operations net of income

taxes 0.01 0.02 0.58 0.35

Net income 0.74 0.58 0.99 0.91

Diluted earnings per share

Income from continuing operations 0.72 0.56 0.41 0.55

Income from discontinued operations net of income

taxes 0.01 0.01 0.57 0.36

Net income 0.73 0.57 0.98 0.91

Net revenue excludes $425 million of revenue related to discontinued operations Income from continuing operations

includes restructuring asset impairment and divestiture charges net of $14 million and separation costs of $9 million

Net revenue excludes $418 million of revenue related to discontinued operations Income from continuing operations

includes restructuring asset impairment and divestiture charges net of $42 million and legacy legal
settlement charge of

$20 million slightly offset by $5 million credit to separation costs

Net revenue excludes $264 million of revenue related to discontinued operations Income from continuing operations

includes class action settlement charge net of $53 million and legacy legal
settlement charge of $9 million offset by

credit of $7 million for class action settlement recoveries

Net revenue excludes $114 million of revenue related to discontinued operations Income from continuing operations

includes restructuring asset impairment and divestiture charges net of $139 million goodwill impairment charges of

$9 million an environmental remediation charge of $6 million related to the closure of facility
in North America offset

by credit of $3 million for class action settlement recoveries

25 1co International Finance S.A

TIFSA wholly-owned subsidiary of the Company has public debt securities outstanding see
Note 12 which are fully and unconditionally guaranteed by Tyco TIFSA which was formed in

December 2006 is holding company established in connection with the Separation as the successor

company to TIGSA During the third quarter of 2007 TIGSAs assets and liabilities were contributed to

TIFSA Covidien and Tyco Electronics TIGSA was put into liquidation on June 2007 TIFSA directly

and indirectly owns substantially all of the operating subsidiaries of the Company performs treasury

operations and has assumed the indebtedness of TIGSA The following tables present condensed

consolidating financial information for Tyco TIFSA and all other subsidiaries Condensed financial

information for Tyco and TIFSA on stand-alone basis is presented using the equity method of

accounting for subsidiaries

During the second quarter of 2008 the Company completed tax-free restructuring involving the

transfer of certain investments from Tyco to TIFSA Since the transactions were entirely among wholly
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

25 Irco International Finance S.A Continued

owned subsidiaries of Tyco there was no impact on the Companys consolidated financial position

results of operations or cash flows The transactions did however result in an increase to TIFSAs

investment in subsidiaries of $1.9 billion Since these transactions were among entities under common

control their effects have been reflected as of the beginning of the earliest period presented

CONSOLIDATING STATEMENT OF OPERATIONS

For the Year Ended September 25 2009

in millions

1yco

International

Ltd

co
International

Finance S.A

2705

Other Consolidating

Subsidiaries Adjustments Total

Net revenue $17237 $17237

Cost of product sales 7584 7584

Cost of services 3559 3559

Selling general and administrative

expenses 152 4500 4657

Goodwill and intangible asset

impairments 2705

Restructuring asset impairment and

divestiture charges net 215 219

Operating loss 156 1326 1487
Interest income 44 44

Interest expense 288 13 301
Other expense income net 13
Equity in net loss of subsidiaries 239 1425 1664

Intercompany interest and fees 1425 129 1296

Loss income from continuing

operations before income taxes and

minority interest 1833 1587 1664 1751
Income tax benefit expense 63 141 78
Minority interest

Loss from continuing operations 1833 1524 140 1664 1833
Income from discontinued operations

net of income taxes 35 32 35 67 35

Net loss $1798 $1492 105 $1597 $1798
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25 Tyco International Finance S.A Continued

CONSOLIDATING STATEMENT OF OPERATIONS

For the Year Ended September 26 2008

in millions

1yco

International

Ltd

lyco

International

Finance S.A
Other Consolidating

Subsidiaries Adjustments Total

$20199 $20199

9200 9200

3923 3923

Net revenue

Cost of product sales

Cost of services

Selling general and administrative

expenses 58 4843 4906
Class action settlement net 10 10
Separation credits costs 19 23

Goodwill and intangible asset

impairments 10 10

Restructuring asset impÆirmºnt and

divestiture charges net 225 225

Operating loss income 29 1975 1941

Interest income 47 62 110

Interest expense 47 336 13 396
Other income expense net 39 252 11 224
Equity in net income of subsidiaries 2552 1523 4075
Intercompany interest and fees 1467 143 1324

Income from continuing operations

before income taxes and minority

interest 1095 1074 3337 4075 1431

Income tax benefit expense 159 494 335
Minority interest

Income from continuing operations 1095 1233 2842 4075 1095

Income from discontinued operations

net of income taxes 458 465 462 927 458

Net income 1553 $1698 3304 $5002 1553

166 2009 Financials



TYCO INTERNATIONAL LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

25 Ico International Finance S.A Continued

CONSOLIDATING STATEMENT OF WERATIONS
For the Year Ended September 28 2007

in millions

1rco 1yco

International International Other Consolidating

Ltd Finance S.A Subsidiaries Adjustments Total

Net revenue $18477 $18477

Cost of product sales 8495 8495

Cost of services 3722 3722

Selling general and administrative

expenses 84 46 4738 4776

Class action settlement net 2862 2862

Separation costs 99 105

Goodwill and intangible asset

impairments 59 59

Restructuring asset impairment and

divestiture charges net 190 190

Operating loss income 3045 45 1268 1732
Interest income 42 53 104

Interest expense 41 257 15 313
Other expense net 253 255

Equity in net income of subsidiaries 1745 450 2195

Intercompany interest and fees 1225 414 811

Loss income from continuing

operations before income taxes and

minority interest 2524 408 2115 2195 2196
Income tax benefit expense 11 335 324

Minority interest

Loss income from continuing

operations 2524 419 1776 2195 2524
Income from discontinued operations

net of income taxes 782 1001 1442 2443 782

Net loss income $1742 $1420 3218 $4638 $1742
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25 Ico International Finance S.A Continued

CONSOLIDATING BALANCE SHEET

As of September 25 2009

in millions

1ico Iyco

International International Other Consolidating

Ltd Finance S.A Subsidiaries Adjustments Total

Assets

Current Assets

Cash and cash equivalents 2354 2354

Accounts receivable net 2629 2629

Inventories 1443 1443

Intercompany receivables 1069 29 14646 15744
Prepaid expenses and other current assets 114 858 972

Deferred income taxes 413 413

Assets held for sale 156 156

Total current assets 1183 29 22499 15744 7967

Property plant and equipment net 3497 3497

Goodwill 8791 8791

Intangible assets net 2647 2647

Investment in subsidiaries 43490 16084 59574
Intercompany loans receivable 9765 18695 28460
Other assets 96 303 2252 2651

Total Assets $44769 $26181 $58381 $103778 $25553

Liabilities and Shareholders Equity

Current Liabilities

Loans payable and current maturities of

long-term debt 200 45 245

Accounts payable 1244 1244

Accrued and other current liabilities 338 54 2084 2476

Deferred revenue 590 590

Intercompany payables 9476 5177 1091 15744
Liabilities held for sale 161 10 161

Total current liabilities 9819 5436 5215 15754 4716

Long-term debt 3951 78 4029

Intercompany loans payable 21450 80 6930 28460
Deferred revenue 1134 1134

Other liabilities 559 2161 2720

Total Liabilities 31828 9467 15518 44214 12599

Minority interest 13 13

Shareholders Equity

Preference shares 2500 2500
Common shares 3122 3122

Common shares held in treasury 214 214
Other shareholders equity 9819 16714 40564 57064 10033

Total Shareholders Equity 12941 16714 42850 59564 12941

Total Liabilities and Shareholders Equity $44769 $26181 $58381 $103778 $25553
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25 Lyco International Finance S.A Continued

CONSOLIDATING BALANCE SHEET

As of September 26 2008

in millions
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1co
International

Ltd

1yco

International

Finance S.A

Other Consolidating

Subsidiaries Adjustments Total

Assets

Current Assets

Cash and cash equivalents 1517 1519
Accounts receivable net 2986 2986

Inventories 1877 1877

Intercompany receivables 1097 76 15069 16242
Prepaid expenses and other current assets 1229 1238
Deferred income taxes 541 541

Assets held for sale 57 14 268 71 268

Total current assets 1164 91 23487 16313 8429

Property plant and equipment net 3493 3493
Goodwill 11619 11619

Intangible assets net 2681 2681
Investment in subsidiaries 45580 21774 67354
Intercompany loans receivable 9799 18999 28798
Other assets 114 83 2385 2582

Total Assets $46858 $31747 $62664 $112465 $28804

Liabilities and Shareholders Equity

Current Liabilities

Loans payable and current maturities of

long-term debt 515 40 555

Accounts payable 1606 1608
Accrued and other current liabilities 103 76 2538 2717
Deferred revenue 594 594

Intercompany payables 8126 6990 1126 16242
Liabilities held for sale 211 211

Total current liabilities 8231 7581 6115 16242 5685

Long-term debt 3605 104 3709

Intercompany loans payable 22573 384 5841 28798
Deferred revenue 1187 1187
Other liabilities 560 2155 2715

Total Liabilities 31364 11570 15402 45040 13296

Minority interest 14 14

Shareholders Equity
Preference shares 2500 2500
Common shares 400 18 382

Common shares held in treasury 192 192
Other shareholders equity 15286 20177 44766 64925 15304

Total Shareholders Equity 15494 20177 47248 67425 15494

Total Liabilities and Shareholders Equity $46858 $31747 $62664 $112465 $28804



TYCO INTERNATIONAL LTD

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

25 Tyco International Finance S.A Continued

CONSOLIDATING STATEMENT OF CASH FLOWS
For the Year Elided September 25 2009

$in millions

1rco 1CO
International International Other Consolidating

Ltd Finance S.A Subsidiaries Adjustments Total

Cash Flows From Operating Activities

Net cash used in provided by operating

activities 160 $1890 4479 2429

Net cash used in discontinued operating

activities

Cash Flows From Investing Activities

Capital expenditures 709 709
Proceeds from disposal of assets 13 13

Accounts purchased from ADT dealer program 543 543

Acquisition of businesses net of cash acquired 48 48
Divestiture of businesses net of cash retained

Decrease in investments 17 17

Decrease in investment in subsidiaries 1654 1352 3006
Net decrease in intercompany loans 2188 2188
Other

Net cash provided by used in investing

activities 1654 3540 1269 5194 1269
Net cash provided by discontinued investing

activities 66 66

Cash Flows From Financing Activities

Net borrowings repayments of debt 27 19
Proceeds from exercise of share options

Dividends paid 388 388

Repurchase of common shares by subsidiary

Decrease in equity from
parent 1673 1333 3006

Net intercompany loan repayments 1123 1065 2188

Transfer from discontinued operations
58 58

Other 16

Net cash used in financing activities 1495 1651 2363 5194 315
Net cash used in discontinued financing

activities 58 58
Effect of currency translation on cash 10 10

Net decrease increase in cash and cash

equivalents
837 835

Cash and cash equivalents at beginning of year 1517 1519

Cash and cash equivalents at end of year 2354 2354
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25 1rco International Finance S.A Continued

CONSOLIDATING STATEMENT OF CASH FLOWS
For the Year Ended September 26 2008

in millions

Cash Flows From Operating Activities

Net cash used in provided by operating

activities

Net cash used in discontinued operating

activities

Cash Flows From Investing Activities

Capital expenditures

Proceeds from disposal of assets

Accounts purchased from ADT dealer program.
Acquisition of businesses net of cash acquired

Divestiture of businesses net of cash retained

Class action settlement escrow

Intercompany dividend from subsidiary

Decrease in investments

Decrease in investment in subsidiaries

Net increase in intercompany loans

Increase in restricted cash

Other

Net cash provided by used in investing

activities

Net cash provided by discontinued investing

activities

Cash Flows From Financing Activities

Net repayments of debt

Proceeds from exercise of share options

Dividends paid

Intercompany dividend to parent

Repurchase of common shares by subsidiary..

Repurchase of cormnon shares held in
treasury

Decrease in equity from parent

Net intercompany loan borrowings

repayments
Transfer from discontinued operations

Other

Net cash provided by used in financing

activities

Net cash used in discontinued financing

activities

Effect of currency translation on cash

Net decrease increase in cash and cash

equivalents

Cash and cash equivalents at beginning of year

Cash and cash e4uivalents at end of year

4976

18

734
28

376
347

2960
62

32

17

2960 2437 1414

911 911

62
854

2450

1421
897

622 3885

893
38

Ico
International International

Ltd Finance S.A

Other Consolidating

Subsidiaries Adjustments Total

$4034 $1814 872

18

2450

75

62

2450
75

734
28

376
347

2960

32

17

2437 1546

546

76

62

2450

75

547
49

292

854
192

897

72

47

292

192

1496

1059

15
16

2437 1011

893
38

375
1894

$1519

361
1878

1517
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25 Tyco International Finance S.A Continued

CONSOLIDATING STATEMENT OF CASH FLOWS
For the Year Ended September 28 2007

in millions

Cash Flows From Operating Activities

Net cash used in provided by operating

activities

Net cash provided by discontinued operating

activities

Cash Flows From Investing Activities

Capital expenditures

Proceeds from disposal of assets

Accounts purchased from ADT dealer program
Acquisition of businesses net of cash acquired

Divestiture of businesses net of cash retained

Class action settlement escrow

Liquidation of rabbi trust investments

Decrease in investments

Decrease increase in investment in subsidiaries

Net increase in intercompany loans

Decrease in restricted cash

Other

Net cash provided by used in investing

activities

Net cash used in discontinued investing activities

Cash Flows From Financing Activities

Net repayments of debt

Proceeds from exercise of share options

Dividends paid

Repurchase of common shares by subsidiary

Decrease increase in equity from parent

Net intercompany loan borrowings

Transfer from discontinued operations

Other

Net cash provided by used in financing

activities

Net cash used in discontinued financing

activities

Effect of currency translation on cash

Effect of currency translation on cash related to

discontinued operations

Net increase decrease in cash and cash

equivalents

Less net increase in cash related to discontinued

operations

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

11 6642
78

5924
369

791

2977
1355

7825

1tco

International

Ltd

1yco

International

Finance S.A

Other Consolidating

Subsidiaries Adjustments Total

930 6560

2960

2971

78

4507
2135

$3816

2420

666
23

409
31

271

132

15

648
810

37

727
4381

780

760

12

$1814

2498

666
23

409
31

2960
271

1404

2135

15

3539 3740
78 810

5928
406

791
727

1404
2135

8585

12

3539 1557

78 950
70

933 1076 5239

872
70

14 1158 1616

771
1158 1033

16 $1878

33 33

472

771
2193

$1894
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26 Subsequent Events

The Company has evaluated subsequent events through the time it filed its annual report on

Form 10-K on November 16 2009

On October 2009 the Company granted Tyco employees 4.1 million share options with

weighted-average grant-date fair value of $9.17 per share at the date of grant Additionally the

Company granted 1.3 million and 0.8 million restricted stock units and performance share units with

fair value of $33.75 and $40.19 per share on the date of grant respectively

On September 30 2009 TIFSA issued $500 million aggregate principle amount of 4.125% notes

due 2014 which are fully and unconditionally guaranteed by the Company TIFSA received net

proceeds of approximately $496 million after underwriting discounts and estimated offering expenses

The net proceeds may be used for general corporate purposes which may include repayment of

indebtedness acquisitions additions to working capital repurchase of common shares capital

expenditures and investments in the Companys subsidiaries Also on September 30 2009 TIFSA

entered into interest rate swap contracts to hedge $500 million notional amount of the 6.0% public

notes due 2013
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TYCO INTERNATIONAL LTD
SCHEDULE IlVALUATION AND QUALIFYING ACCOUNTS

in millions

Additions

Balance at Charged to Divestitures Balance at

Description Beginning of Year Income and Other Deductions End of Year

Accounts Receivable

Year Ended September 28 2007 $198 51 $20 87 $182

Year Ended September 26 2008 182 87 12 108 173

Year Ended September 25 2009 173 111 116 173
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TYCO INTERNATIONAL

LTD SCHAFFHAUSEN

Financial Statements for the Year Ended

September 25 2009 and Report of the

Statutoiy Auditor



REPORT OF THE STATUTORY AUDITOR

To the General Meeting of

TYCO INTERNATIONAL LTD SCHAFFHAUSEN

Report on the financial statements

As statutory auditor we have audited the accompanying financial statements of 1co
International Ltd which comprise the balance sheet statement of operations and notes for the period
ended September 25 2009

Board of Directors Responsibility

The Board of Directors is responsible for the preparation of the financial statements in accordance
with requirements of Swiss law and the Companys articles of incorporation This responsibility includes

designing implementing and maintaining an internal control system relevant to the preparation of the

financial statements that are free from material misstatement whether due to fraud or error The
Board of Directors is further responsible for selecting and applying appropriate accounting policies and

making accounting estimates that are reasonable in the circumstances

Auditors Responsibility

Our
responsibility is to

express an opinion on these financial statements based on our audit We
conducted our audit in accordance with Swiss law and Swiss Auditing Standards Those standards

require that we plan and perform the audit to obtain reasonable assurance whether the financial

statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements The procedures selected depend on the auditors judgment
including the assessment of the risks of material misstatement of the financial statements whether due
to fraud or error In making those risk assessments the auditor considers the internal control system
relevant to the entitys preparation of the financial statements in order to design audit procedures that

are appropriate in the circumstances but not for the purpose of expressing an opinion on effectiveness

of the entitys internal control system An audit also includes evaluating the
appropriateness of the

accounting policies used and the reasonableness of accounting estimates made as well as evaluating the

overall presentation of the financial statements We believe that the audit evidence we have obtained is

sufficient and appropriate to provide basis for our audit opinion

Opinion

In our opinion the financial statements for the period ended September 25 2009 comply with

Swiss law and the Companys articles of incorporation



Report on other legal and regulatory requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Oversight

Act AOA and independence article 728 of the Swiss Code of Obligations CO and artiCle 11 AOA
and that there are no circumstances incompatible with our independence

In accordance with article 728a paragraph item CO and Swiss Auditing StandaEd 890 we

confirm that an internal control system exists which has been designed for the preparation of financial

statements according to the instructions of the Board of Directors

We recommend that the financial statements submitted to you be approved

Deloitte AG

Bernd Pietrus Roberto Del Villano

Licensed audit expert
Licensed audit expert

Auditor in charge

November 16 2009

Enclosures

Financial statements balance sheets statement of operations and notes



TYCO INTERNATIONAL LTD

BALANCE SHEETS AS OF SEPTEMBER 25 2009 AND MARCH 12 2009

OPENING BALANCE SHEET

128653

114688737

1097202423

3378253

1215398066

98115577

43723016184

43821131761

45036529827

126978124

126978124

9730582260

22027188829
2c 4417139910

573620577

36748531576

3867911465

36064811699

817677442

251786525

31815666282

1025500722

8161020127

See notes to the financial statements

68404

12549216

1246845955

2365300

1261828875

134763000

85743

45498108461

45632957204

46894786079

9885326494

26573905985

653401618

37112634097

4088387212

36028517705

817677442

288080519

31815666282

9406996596

SWISS FRANCS

NOTES Sep 25 2009 Mar 12 2009

ASSETS

CURRENT ASSETS
Cash

Accounts receivable from third parties

Accounts receivable from affiliated companies

Prepaid expenses

Total current assets

NON-CURRENT ASSETS
Non-current accounts receivable from third parties

Fixed assets

Investment in subsidiaries

Total non-current assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS EQUITY
CURRENT LIABILITIES

Accounts payable

Accrued interest to affiliated companies

Accrued and other current liabilities

Total current liabilities

NON-CURRENT LIABILITIES

Non-current accounts payable to affiliated companies
Loans from affiliated companies

Unrealized foreign currency translation gain

Other non-current liabilities

Total non-current liabilities

SHAREHOLDERS EQUITY
Common shares

Contributed
surplus

General reserve

Reserve for treasury shares

Accumulated losses

Net loss for the period

Total shareholders equity

TOTAL LIABILITIES AND SHAREHOLDERS
EQUITY

949220

365787960

8418206

375155386

45036529827 46894786079



TYCO INTERNATIONAL LTD

STATEMENT OF OPERATIONS FOR THE PERIOD FROM MARCH 12 2009 TO

SEPTEMBER 25 2009

INCOME
Dividend income

Other income

Foreign currency exchange gain

Total income

EXPENSES

Administration expenses

Professional fees

Interest expense from affiliated companies

Impairment in investment in subsidiaries

Legacy litigation

Other expenses

TotaF penses

LOSS BEFORE TAXES

TAXES

NET LOSS FOR THE YEAR

See notes to the financial statements

SWISS FRANCS

Mar 12 2009 to

NOTES Sep 25 2009

1775092277

11766689

5799518

1792658484

55574838

5638427

814996364

1775092277

134269191

32588109

2818159206

1025500722

1025500722



TYCO INTERNATIONAL LTD

NOTES TO THE FINANCIAL STATEMENTS FOR THE PERIOD ENDED SEPTEMBER 25 2009

BASIS OF PRESENTATION

Tyco International Ltd Tyco or the Company is the holding company of Tyco Group with

listing on the New York Stock Exchange NYSE Tyco International Ltd.s principal activity is the

holding of subsidiaries On March 12 2009 during Tycos annual general meeting the Companys
shareholders approved proposal to move the Companys jurisdiction of incorporation from Bermuda
to Switzerland Schaffhausen Accordingly the balance sheet at March 12 2009 has been presented as

the comparative to the accompanying balance sheet at September 25 2009 and the accompanying
statement of operations reflects results of operations for the period of March 12 2009 to

September 25 2009 The financial year of the Company ends on the last Friday of September The

Companys shareholders approved the continuation and Tyco became Swiss company effective

March 17 2009 The accompanying financial statements comply with Swiss Law The financial

statements present the financial position of the holding company on standalone basis Additionally
note 12 includes certain supplemental information described under articles 663-663h Swiss Code of

Obligations for the consolidated financial statements of the Company The notes are presented in Swiss

Francs with the
exception of Notes 12 and 13 which are presented in U.S Dollar amounts

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash and cash equivalents are considered to be all cash on hand deposits and highly liquid
investments with an original maturity of three months or less at time of purchase

Investments in subsidiaries

Investments in subsidiaries are equity interests which are held on long-term basis for the

purpose of the holding companys business activities They are carried at value no higher than

their cost less adjustments for impairment Investments are reviewed
quarterly for impairment

based on the portfolio method

Translation of foreign currenciestranslation of the U.S Dollar functional currency into Swiss

Francs CHF

Assets other than investments in subsidiaries and liabilities are translated at year end exchange
rate Investment in subsidiaries and shareholders equity are translated at historical rates Income
and expenses are translated using the average exchange rate of the period except for dividend

income translated using exchange rate at transaction date Unrealized exchange losses are

recorded in the statement of operations and unrealized exchange gains are deferred until realized

Financial instruments

The Company may use interest rate swaps currency swaps and forward and option contracts to

manage risks generally associated with foreign exchange rate and interest rate risk Derivatives

used for hedging purposes are designated and effective as hedge of the identified risk exposure
at the inception of the contract Accordingly changes in fair value of the derivative contract are

highly effective at offsetting the changes in the fair value of the
underlying hedged item at

inception of the hedge and are expected to remain highly effective over the life of the hedge
contract
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SIGNIFICANT ACCOUNTING POLICIES Continued

All derivative financial instruments are reported on the balance sheets at fair value Derivatives

used to economically hedge foreign currency denominated balance sheet items are reported in

foreign currency exchange results along with offsetting transaction gains and losses on the items

being hedged Tnstruments that do not qualify for hedge accounting are marked to market with

changes recognized in current earnings

Other liabilities

Other liabilities primarily represent the fair values of the guarantees and indemnifications under

Tax Sharing Agreement See Note below

GUARANTEES

Tyco International Ltd fully and unconditionally guarantees public debt facilities of approximately

CHF 4.3 billion as of September 25 2009 issued by Tyco International Finance S.A TIFSA
subsidiary of the Company Additionally Tyco International Ltd is co-obligor under TIFSAs

indentures dated as of June 1998 and November 12 2003

There are certain guarantees or indemnifications extended among Tyco Covidien Plc Covidien

and Tyco Electronics Ltd Tyco Electronics in accordance with the terms of the Separation and

Distribution Agreement and the Tax Sharing Agreement The guarantees primarily relate to certain

contingent tax liabilities included in the Tax Sharing Agreement At the time of the separation Tyco

recorded liability necessary to recognize the fair value of such guarantees and indemnifications Tn the

absence of observable transactions for identical or similar guarantees the Company determined the fair

value of these guarantees and indemnifications utilizing expected present value measurement

techniques Significant assumptions utilized to determine fair value included determining range of

potential outcomes assigning probability weighting to each potential outcome and estimating the

anticipated timing of resolution The probability weighted outcomes were discounted using the

Companys incremental borrowing rate The liability necessary to reflect the fair value of the guarantees

and indemnifications under the Tax Sharing Agreement is CHF 568902574 which is included in other

non-current liabilities on the balance sheet at September 25 2009 The guarantees primarily relate to

certain contingent tax liabilities included in the Tax Sharing Agreement

Tn addition Tyco historically provided support in the form of financial and/or performance

guarantees to various Covidien and Tyco Electronics operating entities In connection with the

separation the Company worked with the guarantee counterparties to cancel or assign these guarantees

to Covidien or Tyco Electronics To the extent these guarantees were not assigned prior to the

separation date Tyco assumed primary liability on any remaining such support The estimated fair value

of these obligations is CHF 4177942 which is included in other non-current liabilities on the balance

sheet at September 25 2009 and were recorded with an offset to shareholders equity on the

separation date

At September 25 2009 the Company had one outstanding letter of credit in the amount of

CHF 1.43 million USD 1.4 million
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COMMITMENTS AND CONTINGENCIES

In connection with the separation the Company entered into liability sharing agreement

regarding certain legal actions that were pending against Tyco prior to the separation Under the

Separation and Distribution Agreement the Company 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 generally relate to legacy matters that are not specific to the business operations of

any of the companies The Separation and Distribution Agreement also provides that the Company will

be responsible 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 the Company 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

The Company has received and responded to various allegations and other information that certain

improper payments were made by the Companys subsidiaries and agents in recent years For example
two subsidiaries in the Companys Flow Control business in Italy have been charged along with

numerous other parties in connection with the Milan public prosecutors investigation into allegedly

improper payments made to certain Italian entities and the Company has reported to German
authorities potentially improper conduct involving agents retained by the Companys EMEA water

business The Company has reported to the U.S Department of Justice DOJ and the SEC the

investigative steps and remedial measures that it has taken in response to these allegations and its

internal
investigations The Company also informed the DOJ and the SEC that it retained outside

counsel to perform Company-wide baseline review of its policies controls and practices with respect
to compliance with the Foreign Corrupt Practices Act FCPA and that it would continue to

investigate and make periodic progress reports to these agencies The Company has 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 the Company in the course of our ongoing compliance activities The baseline

review revealed that some business practices may not comply with Tyco and FCPA requirements At

this time the Company 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
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COMMITMENTS AND CONTINGENCIES Continued

However it is possible that the Company may be required to pay material fines consent to

injunctions on future conduct or suffer other criminal or civil penalties or adverse impacts each of

which could have material adverse effect on the Companys financial position results of operations or

cash flows

Covidien and Tyco Electronics agreed in connection with the separation to cooperate with the

Company in its responses regarding these matters Any judgment required to be paid or settlement or

other cost incurred by the Company 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 the Company to Covidien or

Tyco Electronics respectively and provides that the COmpany will retain liabilities primarily related to

its continuing operations Any liabilities not primarily related to particular segment will be shared

equally among the Company Covidien and Tyco Electronics

In addition to the foregoing the Company is subject to claims and suits including from time to

time contractual disputes and product and general liability claims incidental to present
and former

operations acquisitions and dispositions With respect to many of these claims the Company either

self-insures or maintains insurance through third-parties with varying deductibles While the ultimate

outcome of these matters cannot be predicted with certainty we believe that the resolution of any such

proceedings whether the underlying claims are covered by insurance or not will not have material

adverse effect on our financial condition results of operations or cash flows beyond amounts recorded

for such matters

SIGNIFICANT INVESTMENTS WITH DIRECT OWNERSHIP BY TYCO INTERNATIONAL LTD

Ownership Share

Company Country Currency Capital Purpose

Tyco Kappa Limited Bermuda 100 USD 12000 holding company

Tyco Capital Holdings Ltd Bermuda 79 USD 12000 holding company

Obsidian HCM Med Holdings

Ireland Ireland 55 EURO 125000000 holding company

Tyco International Finance S.A Luxembourg 100 USD 445000 holding company

In addition the Company directly holds $2.5 billion preferred shares of Tyco Omega Limited

Bermuda Tyco Omega Limited is holding company which has $4.5 billion preferred shares

outstanding and $5.28 million common shares outstanding which are ultimately directly or indirectly

owned by Tyco International Ltd
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SHAREHOLDERS EQUITY

Reserve for

Share General treasury Contributed AccumulatedCHF capital reserve shares surplus loss Net loss Total

Opening balance at March 12

2009 4088387212 817677442 288080519 36028517705 31815666282
Capital Reduction 220475747
Net loss for the year

Net movement in shares due to

sales and purchases 36293994 36293994
Closing balance as of

September 25 2009 3867911465 817677442 251786525 360464811699 31815666282 1025500722 8161020127

As discussed in Note effective March 17 2009 the Company changed its jurisdiction of

incorporation from Bermuda to the Canton of Schaffhausen Switzerland In connection with the

change of domicile the par value of the Companys common shares increased from $0.80 per share to
CHF 8.53 per share through an approximate 1-for-9 reverse share split followed by the issuance of

approximately eight fully paid up shares so that the same number of shares were outstanding before
and after the change of domicile which reduced share premium and increased common shares

The Company expects to obtain shareholder approval of an annual dividend amount each year at

the annual general meeting and expects to distribute the approved dividend amount in four quarterly
instalments the timing of which will be determined by the Board of Directors

Pursuant to Swiss law dividend payments made prior to January 2011 are subject to Swiss

withholding taxes unless made in the form of return of capital from the Companys registered share

capital As result the Company intends to first pay dividends in the form of reduction of registered
share capital until at least January 2011 After January 2011 the Company expects to make
dividend payments in the form of reduction in contributed surplus which also may be made free of
Swiss withholding taxes subject to the adoption of implementing regulations and amendments to Swiss
tax law
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On March 12 2009 the Companys Board of Directors declared quarterly dividend on the

Companys common shares of CHF 0.23 per share which was paid on May 27 2009 to shareholders of

record on April 30 2009 On May 2009 the Companys Board of Directors declared quarterly

dividend on the Companys common shares of CHF 0.23 per share which was paid on August 26 2009

to shareholders of record on July 31 2009 On September 10 2009 the Companys Board of Directors

declared quarterly dividend on the Companys common shares of CHF 0.23 per share which will be

paid on November 24 2009 to shareholders of record on October 30 2009 In February 2010 the

Company as previously communicated expects to pay quarterly dividend of CHF 0.24 per share in

connection with the capital reduction approved in March 2009 These quarterly dividends represent the

first second third and fourth installments of an annual dividend of CHF 0.93 per share approved by

the shareholders on March 12 2009 The Company expects to actually pay dividends in U.S Dollars

based on exchange rates in effect shortly before the payment date Fluctuations in the value of the

U.S Dollar compared to the Swiss Franc between the date the dividend is declared and paid will

increase or decrease the U.S Dollar amount required to be paid The Company manages the potential

variability in cash flows associated with the dividend payments by entering into derivative financial

instruments used as economIc hedges of theithderTyiig risk

As of Septeniber 25 2009 the Companys share capital amounted to CHF 3867911465.07 or

479295101 registered common shares with par value of CHF 8.07 per share Until March 12 2011

the Board of Directors may increase the Companys share capital by maximum amount of

CHF 1933955728.5.0 by issuing maximum of 239647550 shares In addition until March 12 2011

the share capital of the Company may be increased by an amount not exceeding

CHF 386791145.70 through the issue of maximum of 47929510 shares through the exercise of

conversion and/or option or warrant rights granted in connection with bonds notes or similar

instruments including convertible debt instruments and ii the share capital of the Company may be

increased by an amount not exceeding CHF 386791145.70 through the issue of maximum of

47929510 shares to employees and other persons providing services to the Company

As of September 25 2009 5182984 common shares were owned by subsidiary and held in

treasury

Number of Average cost

shares CHF

Balance as of March 12 2009 5979935 288080519

Purchases 12827 260834

Sales 821176 37069550

Cancellations 11398 514722

Balance as of September 25 2009 5182984 251786525
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EXPENSES

Total personnel expenses and amortization expense related to tangible property amounted to
CHF 180620 and CHF 79328 respectively for the period from March 12 2009 to September 25
2009

RISK ASSESSMENT AND MANAGEMENT

Enterprise Risk Management is performed by corporate management on regular basis

Organizational and process measures have been designed to identify and mitigate risks at an early

stage The Board of Directors Nominating and Governance Committee oversees the Companys risk

management process and as part of the process members of the Board of Directors perform site visits

of Company operations The Lead Director of the Board of Directors and corporate management
determine the

appropriate operation site and timing of the enterprise risk assessment
Organizationally

the responsibility for risk assessment and management for business operations is allocated to the
business segments with specialized corporate functions such as financial reporting and accounting
treasury and environmental health and safety providing support to the business segments

REMUNERATION OF THE BOARD OF DIRECTORS AND THE GROUP EXECUTiVES FOR
2009

Basis of presentation

The
following information sets forth the compensation for the year ended September 25 2009 of

the members of Board of Directors the Board of the Company and Group Executives for all of
the functions that they have performed for the Company Compensation is presented for the year
ended September 25 2009 rather than for the period since Tyco became Swiss company because
the full financial

year presentation is more meaningful Compensation of the Board is paid by Tyco
International Ltd Compensation of the Group Executives is paid by Tyco International Ltd and
the group entities where they are employed Compensation is paid as combination of both
U.S Dollars and Swiss Francs though the following tables express all remuneration details in

U.S Dollars Further details of executive compensation can be found in the Executive

Compensation section of the Companys 2009 proxy statement for the 2010 annual general

meeting

Remuneration of the Non-Employee Directors

Fiscal year 2009 compensation for non-employee Directors consisted of an annual retainer of
$80000 and deferred stock units DSUs with value at grant of approximately $120000 The
lead Director and the Chair of the Audit Committee received an additional annual fee of $20000
and the Chairs of the Compensation Committee and the Nominating and Governance Committee
each received an additional annual fee of $15000 in recognition of the responsibilities required in

these roles In addition any member of special committee of the Board receives meeting fees in

an amount up to $1500 per day for each special committee meeting that he or she attends No
such fees were paid in fiscal 2009 Director who is also an employee receives no additional
remuneration for services as Director
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REMUNERATION OF THE BOARD OF DIRECTORS AND THE GROUP EXECUTIVES FOR

2009 Continued

As result of U.S federal tax law changes the equity component of Directors annual

remuneration has changed for fiscal 2010 For fiscal 2010 Directors were granted restricted stock units

RSUs with one-year vesting terms in lieu of DSUs For all Directors other than Mr Yost these

RSUs were granted on the first day of fiscal 2010 as the equity component of their fiscal 2010

compensation Mr Yost was granted RSUs when he joined the Board on March 12 2009 The table

below reflects compensation for fiscal year 2009 In addition Mr McDonald former director was

paid $17741 representing portion of his pro-rated director fee paid in fiscal 2009 due to the fact that

it was inadvertantly omitted from compensation paid to him in fiscal 2007

Fees Earned or Stock All Other

Paid in Cash Awards Compensation Total

Name $1 $2 $3

Mr Timothy Donahue 80000 $120031 185 $200216

Mr Brian Duperreault 80000 $120031 $10000 $210031

Mr Bruce Gordon LNC $115000 $120031 $235031

Mr Rajiv Gupta CC 95000 $120031 5000 $220031

Mr John Krol 80000 $120031 $10000 $210031

Dr Brendan ONeill 80000 $120031 $200031

Dr William Stavropoulos 80000 $120031 $200031

Ms Sandra Wijnberg
80000 $120031 $10276 $210307

Mr Jerome York AC $100000 $120031 317 $220348

Mr David Yost 43516 66087 $109603

FOrmer Directors

Adm Dennis Blair 27692 $120031 2000 $149723

Lead Director

AC Audit Committee Chair

CC Compensation Committee Chair

NC Nominating and Governance Committee Chair

Consists of meeting fees as described above David Yost was paid prorated fee for his

services for the period from March 12 2009 when he joined the Board through the end of the

fiscal year Admiral Blair was paid prorated fee for his services as Director for the period

December 27 2008 to January 30 2009

As noted above Directors receive an annual equity grant worth approximately $120000 Director

Yost received an annual grant worth approximately $120000 of RSUs of the company when he

joined the Board in March 2009 This column reflects the expense recognized in the Companys

audited consolidated financial statements for the year
ended September 25 2009 for DSUs granted

to each Director in 2009 Each DSU and all prior DSUs are fully vested when they are granted

meaning that they are not subject to foifeiture 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 2017 as required under recent

U.S tax law changes or change-in-control of the Company

10
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REMUNERATION OF THE BOARD OF DIRECTORS AND THE GROUP EXECUTiVES FOR
2009 Continued

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 maximum of $10000 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 $317 for any Director in fiscal 2009

Admiral Blair retired from the Board on January 30 2009

EXECUTiVE COMPENSATION TABLES

The following table sets forth information regarding the compensation of the Companys executive

board as determined by the Board of Directors and reflected in the Commercial Register for the

Canton of Schaffhausen These individuals consist of Edward Breen the Chairman and Chief
Executive Officer Christopher Coughlin the Executive Vice President and Chief Financial

Officer Judith Reinsdorf the Executive Vice President and General Counsel Carol Anthony
Davidson the Senior Vice President and Controller and Arun Nayar the Senior Vice President
and Treasurer Salary and bonus include amounts that may be deferred at the named executive

officers election

Summary Compensation Table

Christopher Coughlin

Executive Vice President and

Chief Financial Officer

Judith Reinsdorf

Executive Vice President and

General Counsel

Carol Anthony Davidson

Senior Vice President Controller

Arun Nayar

Senior Vice President and

Treasurer

2009 800000 $2685983 $1773286 736000

2009 525000 $1445268 630065 386000

2009 445000

2009 410000

829828 539100 307000

770418 105683 283000

309188 6304457

221349 3207682

188650 2309578

274495 $1843596

Name and Principal Position

Current Officers

Edward Breen

Chairman and Chief Executive

Officer

StocI/Unit

Salary Bonus Awards
Year $1

Option

Awards

$1

Change in

Pension

Value and

Non.Equity Nonqualified

Incentive Deferred

Plan Compensation All Other

Compensation Earnings Compensation Total

$2 $3 $4

2009 $1625000 $6233256 $4042720 $1869000 $4542000 $1127677 $19439653

11
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2009 Continued

Stock/Unit Awards and Option Awards The amounts in columns and reflect accounting expense recognized in fiscal 2009

for all outstanding equity-based compensation in the form of stock options restricted shares RSU5 and performance based share

units The amounts reported in columns and for the Companys executive board were recognized in accordance with

Statement of Financial Accounting Standard Number 123 as Revised FAS 123R which generally requires recognition of the fair

valus of equity-based compensation over the applicable vesting period for the award

Non-Equity Incentive Plan Compensation The amounts reported in column for each named executive officer reflect annual

cash incentive compensatioI for fiscal 2009 which was based on Company and individual performance in fiscal 2009 and paid in the

first quarter of fiscal 2010

Change in Pension Value and Non-Qualified Deferred Compensation Earnings The amounts reported in column for

Mr Breen reflect the aggregate increase in the actuarial present value of his accumulated benefits under all pension plans during

fiscal 2009 determined using interest rate and mortality rate assumptions consistent with those used in the Compafly finncial

statements

All Other Compensation The amounts reported in column 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 officers spouse costs related to

personal use of Company aircraft tax gross-up payments Company contributions to 401k plans and non-qualified plans of the

Company ad its subsidiaries providing similar benefits and othei miscellaneous benefits

12
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Security Ownership of Certain Beneficial Owners and Management

The
following table sets forth the number of shares of common stock beneficially owned as of

October 31 2009 by each current Director the Companys executive board as determined by the
Board of Directors and reflected in the Commercial Register for the Canton of Schaffhausen

Number of

Common Shares

Beneficially Percentage
Beneficial Owner

Title Owned1 of Class

Officers and Directors

Edward Breen Chairman and Chief Executive Officer 39635592345 0.8%
Christopher Coughlin Executive Vice President and Chief

Financial Officer 4833 10346 0.1%
Carol Anthony Davidson Senior Vice President Controller and Chief

Accounting Officer 18725934
Timothy Donahue Director 53212
Brian Duperreault Director 169752
Bruce Gordon Lead Director 2455324
Rajiv Gupta Director 146482
John Kin Director 2752524
Arun Nayar Senior Vice President and Treasurer 208194
Brendan ONeill Director 2405324
Judith Reinsdorf Executive Vice President and General

Counsel 1035294
William Stavropoulos Director 86072
Sandra Wijnberg Director 2405324
Jerome York Director 3280324

David Yost Director
sooo

Michael Daniels Director Nominee

Less than 0.1%

The number shown reflects the number of common shares owned beneficially as of October 31 2009 based
on information furnished by the persons named public filings and Tycos records

person is deemed to be
beneficial owner of common shares if he or she either 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 person include common
shares of which the

person has the right to acquire beneficial ownership within 60 days after October 31
2009 All current Directors and executive officers as group were beneficial owners of approximately 1.3%
of the outstanding common shares as of October 31 2009 There were 474614083 Tyco common shares

outstanding on such date excluding shares held directly or indirectly in treasury

Includes vested DSUs as follows Mr Breen 929054 Mr Donahue 5321 Mr Duperreault 16504
Mr Gordon 19079 Mr Gupta 13648 Mr Krol 19079 Dr ONeill 19079 Dr Stavropoulos 7857
Ms Wijnberg 19079 and Mr York 19079 Distribution of the DSUs will occur upon the termination of

the individual from the Company or the Companys Board other than for cause or ii change in control

of the Company Upon such termination or change in control as the case may be the Company will issue the

13
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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

Includes the maximumnumber of shares for which these individuals can acquire beneficial ownership upon

the vesting of restricted stock units that are currently scheduled to vest before December 30 2009 as follows

Mr Breen 45465 Mr Coughlin 20847 and Mr Davidson 5765

Includes the maximum 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 December 30 2009 as follows

Mr Breen 2835479 Mr Coughlin 370553 Mr Davidson 165819 Mr Gordon 4974 Mr Krol 5996

Mr Nayar 13850 Dr ONeill 4974 Ms Reinsdorf 70453 Ms Wijnberg 4.974 and Mr York 4974

Includes 83748 shares held in the Edward Breen 2008-1 Trust

Includes 36000 options held in the Christopher Coughlin 2008 Equity Trust

10 SIGNIFICANT SHAREHOLDERS

The following table sets forth the information indicated for persons or groups known to the

Company to be beneficial owners of more than 5% of the outstanding common shares

Percentage of

Number of Common Stock

Common Shares Outstanding on

Name and Address of Beneficially October 31

Beneficial Owner Owned1 2009

Capital World Investors 31075250 6.5%

333 South Hope Street

Los Angeles CA 90071

The amount shown for the number of common shares over which Capital World Investors

exercised investment discretion was provided pursuant to the Schedule 13G dated February 12

2009 that it filed with the SEC indicating beneficial ownership as of December 31 2008

14
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11 OTHER

Certain opening balances have been reclassified to conform to the financial year ends
presentation

12 SUPPLEMENTAL DISCLOSURES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The following disclosures of Tyco International Ltd are supplemental disclosures to the

consolidated financial statements which are required pursuant to Article 663-663h of the Swiss Code of

Obligations

Personnel Cost for Consolidated lyco International

Personnel expense reflected in selling general and administrative expenses in the Companys
Consolidated Statement of Operations was approximately $3 billion for 2009 and 2008 The

Company considers personnel expense to be salaries and wages salary related expenses and stock-

based compensation expense The Company also reflects certain personnel expenses attributable to

manufacturing its products and providing services within cost of product sales and services At this

time it is not practicable for the Company to capture the amount of personnel expense reflected

in cost of product sales and services However the Company will begin to report the portion of

personnel expense reflected in cost of product sales and services on prospective basis

Fire Insurance Value of Property Plant and Equipment

The Companys fire insurance value of its property plant and equipment was approximately
$5 billion at September 25 2009 and September 26 2008

Summary of Risk Assessment Performed by Management

See Note of the accompanying Swiss standalone statutory financial statements for the risk

assessment performed by management

Remuneration of the Board of Directors and Executive Board

See Note of the accompanying Swiss standalone statutory financial statements for remuneration
of the Board of Directors and Executive Board
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13 SUBSEQUENT EVENTS

On October 2009 the Company granted Tyco employees 4.1 million share options with

weighted-average grant-date fair value of $9.17 per share at the date of grant Additionally the

Company granted 1.3 million and 0.8 million restricted stock units and performance share units with

fair value of $33.75 and $40.19 per share on the date of grant respectively

On September 30 2009 TIFSA issued $500 million aggregate principle amount of 4.125% notes

due 2014 which are fully and unconditionally guaranteed by the Company TIFSA received net

proceeds of approximately $496 million after underwriting discounts and estimated offering expenses

The net proceeds may be used for general corporate purposes which may include repayment of

indebtedness acquisitions additions to working capital repurchase of common shares capital

expenditures and investments in the Companys subsidiaries Also on September 30 2009 TIFSA

entered into interest rate swap contracts to hedge $500 million notional amount of the 6.0% public

notes due 2013

16
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2007 INCOME FROM CONTINUING OPERATIONS BEFORE SPECIAL ITEMS
DILUTED

INCOME FROM EPS FROM

OPERATING INTEREST OTHER INCOME MINORITY CONTINUING CONTINUINO

IN US$ MILLIONS EXCEPT PER SHARE DATA INCOME EXPENSE NET EXPENSE NET TAXES INTEREST OPERATIONS OPERATIONS

As Reported GAAP 1732 209 255 324 2524 5.10

Restructuring and asset impairment charges net 199 66 133 0.26

Restructuring charges in cost of sales and SGA 0.01

Losses on divestitures

Goodwill impairment
46 46 0.09

Tax items 63 63 0.12

Class-action settlement net 2871 2871 5.81

Separation and related costs 118 259 92 469 0.93

Voluntary replacement program 10 0.01

TOTAL BEFORE SPECIAL ITEMS 1523 209 366 948 1.89

Includes $9 million of costs included in selltng general and udmtnistrutive expenses SGA
Includes $13 million of charges related to the accelerated vesting ot restncted shares in connection with the separation These charges are included in SGA

2008 INCOME FROM CONTINUING OPERATIONS BEFORE SPECIAL ITEMS
DILUTED

INCOME FROM EPS FROM

OPERATING INTEREST OTHER INCOME MINORITY CONTINUING CONTINUING

IN US$ MILLIONS EXCEPT PER SHARE DATA INCOME EXPENSE NET EXPENSE NET TAXES INTEREST OPERATIONS OPERATIONS

As Reported GAAP 1941 286 224 335 1095 2.25

Restructuring and asset impairment charges net 225 65 160 0.33

Restructuring charges in cost ot sales and SGA 28 19 0.04

Losses on divestitures

Goodwill impairment 0.02

Tax items 21 21 0.04

Class-action settlement net 10 10 0.02

Legacy legal items 29 29 0.06

Reserve adjustment 0.02

Separation costs 47 225 102 175 0.36

TOTAL BEFORE SPECIAL ITEMS 2219 239 487 1493 3.06

2009 INCOME FROM CONTINUING OPERATIONS BEFORE SPECIAL ITEMS
DILUTED

INCOME FROM EPS FROM

OPERATING INTEREST OTHER INCOME MINORITY CONTINUING CONTINUING

IN US$ MILLIONS EXCEPT PER SHARE DATA INCOME EXPENSE NET EXPENSE NET TAXES INTEREST OPERATIONS OPERATIONS

As Reported GAAP 1487 257 78 1833 3.87

Restructuring and asset impairment charges net 205 54 151 0.32

Restructuring charges in cost of sales and SGA 33 11 22 0.05

Other additional charges resulting from restructuring actions 15 11 0.02

Losses on divestitures 14 11 0.03

Intangible impairments 64 25 39 0.08

Goodwill impairments 2641 41 2600 5.47

Tax items 0.01

Legacy legal items 114 118 0.25

TOTAL BEFORE SPECIAL ITEMS 1599 257 209 1122 2.36



NON-GAAP MEASURES
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2007 ORGANIC REVENUE RECONCILIATION

IN US$ MILLIONS

ADT Worldwide 6895

3135

3460

1949

1624

Flow Control

Fire Protection Services

Electrical Metal Products

Safety Products

Corporate and Other

186 21 231 7288

16 197 450 3766

30 128 168 3726

20 1974

49 46 1719

TOTAL 17066 48 580 21 900 18477 5.3%

ORGANIC

ORGANIC 2008 NET REVENUE

OTHER REVENUE REVENUES GROWTH%

ADT Worldwide

Flow Control

Fire Protection Services

Electrical Metal Products

Safety Products

Corporate and Other

7288

3766

3726

1974

1719

49 204

16 314

134

44

76

1.7%

8.8%

1.9%

12.8%

8.0%

25.0%

TOTAL

2009 ORGANIC REVENUE RECONCILIATION

IN US$ MILLIONS

18477 67 772 32 915 20199 5.0%

2006 NET ACUUISITIUW FOREIGN ORGANIC

REVENUES DIVESTITURE CURRENCY OTHER REVENUE

ORGANIC

2007 NET REVENUE

REVENUES GROWTH%

2008 ORGANIC REVENUE RECONCILIATION

IN 95$ MILLIONS

3.4%

14.4%

4.9%

0.2%

2.8%

33.3%

2007 NET ACQUISITIOW

REVENUES DIVESTITURE

FOREIGN

CURRENCY

69 121 7731

10 332 4418

91 70 3839

253 2272

138 1934

2000 NET ACQUISITIONJ

REVENUES DIVESTITURE

FOREIGN

CURRENCY

ADT Worldwide 7731 152 590 278

Flow Control 4418 462 26 129

Fire Protection Services 3839 294 18 99
Electrical Metal Products 2272 31 52 12 785

Safety Products 1934 122 12 264

Corporate and Other

ORGANIC 2009 NET

OTHER REVENUE REVENUES

ORGANIC

REVENUE

GROWTH

3.6%

2.9%

2.6%

34.6%

13.7%

100.0%

7015

3850

3428

1392

1552

TOTAL 20199 110 1520 1560 17237 7.7%




