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2017 ANNUAL REPORT



2017 ANNUAL REPORT .. OUR OPPORTUNITIES ARE LIMITED. ONLY BY OUR MIND'S ABILITY TO SEEK. CREATIVE SOLUTIONS TO SOME OF THE. WORLD'S GREATEST CHALLENGES.. THOMAS P. JOYCE, JR. Financial Operating Highlights (dollars in millions except per share data and number of associates). 2017 2016. Sales $ 18, $ 16, Operating Profit $ 3, $ 2, Net Earnings $ 2, $ 2, Net Earnings Per Share (diluted) $ $ Operating Cash Flow $ 3, $ 3, Capital Expenditures $ $ Capital Disposals $ $ Free Cash Flow (Operating Cash Flow less Capital Expenditures plus Capital Disposals) $ 2, $ 2, Number of Associates 67,000 62,000. Total Assets $ 46, $ 45, Total Debt * $ 10, $ 12, Stockholders' Equity $ 26, $ 23, Total Capitalization (Total Debt plus Stockholders' Equity) $ 36, $ 35, * Long-Term Debt ($10, for 2017 and $9, for 2016) plus Notes Payable and Current Portion of Long-Term Debt ($ for 2017 and $2, for 2016). All financial data set forth in this ANNUAL REPORT relates solely to continuing operations unless otherwise indicated.

Today’s Danaher portfolio looks dramatically different than it did when I joined the company almost 30 years ago. We have strategically evolved our platforms, acquiring ... track record and our growth profile in the last several years, adding a number of innovative, growth-oriented businesses—including Nobel Biocare, Pall, Phenomenex
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    	Transcription of 2017 ANNUAL REPORT


        
    	1 2017 ANNUAL REPORT .. OUR OPPORTUNITIES ARE LIMITED. ONLY BY OUR MIND'S ABILITY TO SEEK. CREATIVE SOLUTIONS TO SOME OF THE. WORLD'S GREATEST CHALLENGES.. THOMAS P. JOYCE, JR. Financial Operating Highlights (dollars in millions except per share data and number of associates). 2017 2016. Sales $ 18, $ 16, Operating Profit $ 3, $ 2, Net Earnings $ 2, $ 2, Net Earnings Per Share (diluted) $ $ Operating Cash Flow $ 3, $ 3, Capital Expenditures $ $ Capital Disposals $ $ Free Cash Flow (Operating Cash Flow less Capital Expenditures plus Capital Disposals) $ 2, $ 2, Number of Associates 67,000 62,000. Total Assets $ 46, $ 45, Total Debt * $ 10, $ 12, Stockholders' Equity $ 26, $ 23, Total Capitalization (Total Debt plus Stockholders' Equity) $ 36, $ 35, * Long-Term Debt ($10, for 2017 and $9, for 2016) plus Notes Payable and Current Portion of Long-Term Debt ($ for 2017 and $2, for 2016). All financial data set forth in this ANNUAL REPORT relates solely to continuing operations unless otherwise indicated.
2 2017 ANNUAL REPORT . danaher . Life Sciences Every day, scientists around the world work at a molecular level to understand chronic disease and infections, develop new therapies and test new drugs. Our Life Sciences businesses make this leading-edge scientific research possible. Our capabilities extend far beyond research to power the creation of biopharmaceuticals, cell therapies and more. $. REVENUE OPERATING MARGIN. 2017 LIFE SCIENCES REVENUE: 60% Consumables 40% Equipment 34% North America 29% Western Europe 27% High Growth Markets 10% Rest of World Outstanding global brands built on best-in-class technologies and leading in attractive markets 2017 HIGHLIGHTS: B. eckman Coulter Life Sciences launched the Biomek i-Series liquid handling workstations which automate complex experiments and data workflows at a scale, speed and level of precision that cannot be executed manually. P. all improved its customer win rate by 15% through disciplined application of DBS tools, including Transformative Marketing, Lead Handling and Funnel Management.
3 S. CIEX advanced clinical research and expanded its Beckman Coulter Life Sciences . addressable market by $100 million with the launch of its Biomek i-Series Automated Workstation Topaz Clinical Mass Spectrometer and Vitamin D Assay, the first FDA-cleared system of its type. T he acquisition of IDBS provides a foundation for our informatics business, helping to accelerate the speed of discovering, developing and producing new biologics. Diagnostics Our Diagnostics businesses provide critical tools and software for clinicians to safeguard patient health and improve diagnostic confidence wherever healthcare happens from a family physician's office to leading trauma, cancer and critical care centers. Our solutions, including data access and management systems, also help improve efficiencies and automate workflows in laboratories. $. REVENUE OPERATING MARGIN. 2017 DIAGNOSTICS REVENUE: 85% Consumables 15% Equipment 39% North America 19% Western Europe 36% High Growth Markets 6% Rest of World Comprehensive product suite providing superior workflow efficiency 2017 HIGHLIGHTS: I n Cepheid's first full year with danaher , core revenue grew approximately 20%, driven by strong commercial execution and an increased installed base of molecular diagnostics instrumentation.
4 C. epheid continues to expand its test menu with Group A Strep and Xpert Xpress Flu, which enables healthcare providers to accurately and reliably detect the flu in as little as 20 minutes. B. eckman Coulter further expanded its direct channels in China, increasing sales associates by more than 50% Cepheid GeneXpert Infinity and Xpert Xpress Flu Test since 2015. L eica Biosystems' flagship Bond III Advanced Staining Solution continues to differentiate with industry leading turnaround time of hours. R. adiometer's new ABL9 Blood Gas Analyzer appeals to customers in the high growth markets due to its small footprint and exceptional value. Dental We help dental professionals provide the highest level of patient care by optimizing their work environments and enabling better clinical outcomes. Our precision tools and software help clinicians work efficiently to keep teeth and gums healthy, and our implants and orthodontic offerings help improve the aesthetics of the human smile.
5 $. REVENUE OPERATING MARGIN. 2017 DENTAL REVENUE: 45% Specialty Consumables 25% Traditional Consumables 30% Dental Equipment 49% North America 23% Western Europe 22% High Growth Markets 6% Rest of World A leading global player covering the entire dental workflow 2017 HIGHLIGHTS: T he Dental segment made good progress toward reducing business complexity, freeing up funds to invest in new product innovation and M&A. C. hina core revenue grew double digits for the fifth straight year. We extended our leading market position in China via the acquisition of a digital lab service company, which provides implant, orthodontic and prosthetic treatment planning to Chinese dentists. N. obel Biocare delivered mid-single digit core revenue growth attributable to a 20% increase in R&D spending, Nobel Biocare Nobel Clinician 25 new products launched and a 15% expansion of its sales force over the past two years. T he Dental segment increased R&D spending as a percentage of sales by 100 basis points over the past two years, positioning it for future growth.
6 Environmental & Applied Solutions - Water Quality Water sustains every living thing on the planet, and demand for this precious resource has never been higher. Our Water Quality businesses help protect the global water supply and ensure environmental stewardship. We deliver precision instrumentation, advanced purification technology and treatment solutions to help analyze, disinfect and manage the world's water from municipal and wastewater treatment facilities to rivers, lakes and oceans. Winning with strong brands and expertise across the entire water cycle 2017 PLATFORM HIGHLIGHTS: H. ach celebrated its 70th anniversary with a new, state-of-the-art R&D facility at its headquarters in Loveland, CO. This technology-based space facilitates advanced research, development and testing, and DBS collaboration. H. ach expanded its addressable market by more than $500 million with the introduction of Claros, a new software platform delivering better data-driven decision making to customers.
7 C. hemTreat marked its 50th year in business and its 50th consecutive year of revenue growth. T rojan Technologies boosted its win rate by more than 750 basis points by using DBS Growth tools to drive innovation and capture new market opportunities. Trojan also celebrated its 40th anniversary. T he acquisition of Kipp & Zonen enhances our position in the attractive solar and meteorology market. 2017 ENVIRONMENTAL & APPLIED SOLUTIONS REVENUE: 42% North America 55% Consumables 24% Western Europe 45% Equipment 31% High Growth Markets 3% Rest of World $. REVENUE OPERATING MARGIN. Environmental & Applied Solutions - Product Identification Our Product Identification businesses touch nearly every step of the packaging value chain from color management and package design, to marking, coding and tracking of consumer, industrial and pharmaceutical goods. Our solutions help to ensure freshness, consistency and accuracy of products throughout the global supply chain. Simplifying the packaging value chain 2017 PLATFORM HIGHLIGHTS: V.
8 Ideojet continues to differentiate its portfolio to better address customer needs with the largest installed base of printers connected to the Internet of Things (IoT), including the new 1860 continuous inkjet printer with 53 sensors to source data. Service revenue grew 10%. on average over the last four years. T he acquisition of Advanced Vision Technology's print inspection and quality control offerings complement X-Rite's color inspection capabilities and Esko's packaging workflow solutions. X. -Rite is expanding its addressable market by moving from color to appearance. The TAC7 offers hyper-realistic digital capture and rendering for applications where photography is not possible. P. antone 2018 Color of the Year, Ultra Violet, . continues to set trends, guide popular tastes and influence designers. Videojet CIJ 1860 Platform Dear Shareholders, 2017 was another good year for danaher . Following several years of substantial M&A. activity and the launch of Fortive Corporation, we delivered very solid results driven by the outstanding commitment of our associates worldwide.
9 Using the danaher Business System (DBS) as our competitive advantage, we continued building a stronger, better danaher one that we believe will continue to create value for our shareholders for many years to come. THOMAS P. JOYCE, JR. President and Chief Executive Officer As we pursue our Shared Purpose Helping Realize Life's Potential our investments in innovation continued to help our customers solve their most complex challenges and improve quality of life around the world, while contributing to our strong operating results: We grew core revenue , accelerating W. e grew free cash flow 15% year-over- performance throughout the year. year to $ billion. Our free cash flow Results were driven by mid-single digit to net income conversion ratio of 117%. core revenue growth in our Life Sciences, marks the 26th consecutive year in Diagnostics and Environmental & which free cash flow has exceeded Applied Solutions segments. net income a powerful differentiator, W. e grew adjusted diluted net earnings and a measure of the quality of our per share by sustained performance.
10 W. e expanded core operating margin W. e deployed approximately $400 million by more than 70 basis points, led by to acquire ten businesses across four of Life Sciences, which improved more our five platforms, and we saw impressive than 200 basis points. performance from recent acquisitions. Cepheid had a fantastic first year with more than 20% core revenue growth and significant operating margin expansion. Evolving into a Stronger, We never lose sight of our role as steward of your investment capital, and we are committed to deploying our Better danaher free cash flow strategically towards acquisitions that help Today's danaher portfolio looks dramatically different than us deliver compounding returns over the long-term. it did when I joined the company almost 30 years ago. We have strategically evolved our platforms, acquiring 2. T aking a balanced approach to creating and growing businesses around a common business shareholder value, led by DBS. model typically characterized by leading brands, global As our portfolio evolves, DBS evolves along with it, shaping markets, significant instrument installed bases and a high the core of our culture and fortifying our competitive percentage of recurring revenue.
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