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CEO Letter to Shareholders

Dear Fellow Shareholders,

2023 was an historic year for Veralto as we successfully
executed our separation from Danaher and achieved a record
level of sales at just over $5 billion, with nearly 60% of our
sales in recurring revenue. In addition, we delivered high-
single digit earnings growth and robust free cash flow in a
dynamic macro-economic environment. I’'m proud of our team
for their agility and unwavering commitment to grow and
improve our business, support our customers and help ensure
the safety of global water, food and medicine supply chains for
millions of people around the world.

Along with improved financial performance in 2023, we
bolstered our leadership talent, realigned our commercial
teams, and launched several new technology solutions -
including 7 new marking and coding products in our Videojet
business, a remarkable achievement.

We are off to a positive start as an independent company with
a strong foundation for growth, Unifying Purpose and
proven value creation playbook powered by the Veralto
Enterprise System (VES). We are benefiting from increased
operational focus and are poised to compound earnings and
cash flow growth through disciplined capital allocation with a
bias toward value accretive acquisitions that yield attractive
returns.

JENNIFER L. HONEYCUTT
President and Chief Executive Officer

The energy is palpable throughout our talented, diverse team of over 16,000 associates. We are a data
driven and results oriented team with a continuous improvement mindset. And we have established a
culture of empowerment and accountability where our associates feel a sense of belonging in an
inclusive workplace that is both challenging and rewarding.

“We are energized by the bright future ahead to create value
for shareholders by continuing to help our customers solve some of the
world’s biggest challenges while having a positive, enduring impact
on our environment.”



Strong Foundation for Growth

October 2, 2023 marked our first day as a stand-alone, publicly traded company. We began our journey
with an incredible heritage from Danaher as its longest-tenured and, perhaps, its highest quality industrial
businesses. Our industry-leading companies have globally recognized brands with a long-established
legacy of innovating essential technology solutions and building customer trust while creating a safer,
cleaner, more vibrant future.

The breadth of our product offerings is complemented Water
by technical applications expertise, digital ~60%
capabilities, and customer service; all of which help

support our customers’ objectives to meet their

operating and regulatory requirements, reduce

operating costs, minimize environmental impact, and

support consumer health and safety.

We play in large, attractive end markets with over ~ 80% of sales
80% of our sales focused in water, food and

beverage, and pharmaceutical applications. Strong Water, Food &
secular trends support durable, long-term growth Pharma

opportunities in these end market verticals. These

trends include increasing regulatory standards for

drinking water and wastewater discharge, growing Food & Pharma
global demand for safe and affordable water, ~20%
continued pressure for product safety, along with a

heightened focus on sustainability.

Unifying Purpose

We are galvanized by our unifying purpose: Safeguarding the World’s Most Vital Resources™. We
are committed to this purpose and well-positioned to support our customers as they address large global
challenges including environmental resource sustainability, water scarcity, management of severe
weather events and food and pharmaceutical security. For decades, we have used our scientific expertise
and innovative technologies to address complex challenges our customers face across regulated
industries — including municipal utilities, food and beverage, pharmaceutical and industrials — where the
consequence of failure is high.

We are committed to delivering on our purpose through four Veralto Values:

We serve humanity with purpose and integrity.
We unlock ingenuity for customer success.
We deliver results as a team.

We continually improve for enduring impact.
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These values inform how we bring our sustainability strategy to life through our products, our impact on
the planet, and our people. At Veralto, we make meaningful commitments and ‘walk the talk’ that our



stakeholders expect from us, and that the world needs from us, when it comes to sustainability.

VES - A Culture of Continuous Improvement

While we are galvanized by our unifying purpose, what sets us apart is our ability to deploy VES and turn
our commitment into action. VES is a proven business system and the bedrock of our culture. ltis a
mindset grounded in Kaizen, or continuous improvement, with a set of curated tools designed to create
enduring impact.

VES is organized around Operational Excellence, Growth, and Leadership, and rooted in foundational
tools known as the VES Fundamentals, which are relevant to
every associate and business function. These fundamentals

focus on core competencies such as using visual s r‘;‘i:;"viith
representations of processes to identify inefficiencies, purpose and integrity

creating standard work, defining and solving problems in a
structured way, and continuously improving processes to
drive long term impact.

We
unlock
Our use of VES tools to continuously refine our processes We ’ ingenuity for
. . . . it t
also contributes to our effectiveness in supporting our improve for coose

customers as they seek to optimize their own operations and e?rﬂ::;g
meet their environmental and sustainability goals. We

believe that our ability to use VES tools to improve across
these dimensions will increase customer satisfaction and
help us maintain and grow our competitive advantage. We deliver

Looking Ahead

ateam

As we begin 2024, we see significant opportunities to create future value through the combination of
durable core sales growth, continuous operating improvement, and disciplined capital allocation.

We are confident that the essential need for our technology solutions and the strong secular growth
drivers of our end markets provide a strong foundation for growth. We have a proven system in VES to
drive continuous improvement. And we intend to re-invest the substantial cash flow we generate in high-
return organic growth initiatives and acquisitions with attractive returns on investment that strategically
expand our offerings and help us address new and emerging challenges impacting our customers.

We believe Veralto has a compelling opportunity to create future value and our team looks forward to
earning your trust as we focus on compounding growth through customer-inspired ingenuity, disciplined
capital allocation, and continuous improvement that yields positive, enduring impact.

Sincerely,
Jennifer L. Honeycutt

President & Chief Executive Officer
Veralto Corporation



Financial Operating Highlights

2023 2022
Sales $ 5,021 $ 4,870
Operating Profit $ 1,140 $ 1,112
Net Earnings $ 839 $ 845
(l;liﬁ’gelg)arnmgs per Common Share $ 3.40 $ 343
Operating Cash Flow $ 963 $ 870
Investing Cash Flow $ (55) $ (89)
Financing Cash Flow $ (135) $ (781)
Capital Expenditures $ (54) $ (34)
Capital Disposals $ 2 $ -
Number of Associates 16,000 16,000
Total Assets $ 5,693 $ 4825
Total Debt $ 2,629 $ -
Total Equity $ 1,389 $ 3,240
Total Capitalization $ 4,018 $ 3,240

(Total Debt plus Equity)

$ in Millions. Refer to Note 1 within the 2023 Annual Report on Form 10-K for further discussion

on the basis of presentation.



2023 Segment Revenues

Water Quality - $3.0B

MIX
m 57% Recurring
m 43% Nonrecurring

Product Quality and Innovation -

MIX

® 62% Recurring

= 38% Nonrecurring

All pie charts represent total 2023 revenue.

GEO

$2.0B
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~

m 56% North America
= 18% Western Europe
m 2% Other Developed

Markets

= 24% High-Growth
Markets

® 33% North America

= 29% Western
Europe

u 3% Other Developed
Markets

= 35% High-Growth
Markets
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In this Annual Report, the terms “Veralto” or the “Company” refer to Veralto Corporation, Veralto Corporation and its
consolidated subsidiaries or the consolidated subsidiaries of Veralto Corporation, as the context requires. Unless otherwise
indicated, all financial data in this Annual Report refer to continuing operations only.

INFORMATION RELATING TO FORWARD-LOOKING STATEMENTS

Certain statements included or incorporated by reference in this Annual Report, in other documents we file with or furnish to
the Securities and Exchange Commission (“SEC”), in our press releases, webcasts, conference calls, materials delivered to
shareholders and other communications, are “forward-looking statements” within the meaning of the U.S. federal securities
laws. All statements other than historical factual information are forward-looking statements, including without limitation
statements regarding: projections of revenue, expenses, profit, profit margins, pricing, tax rates, tax provisions, cash flows,
pension and benefit obligations and funding requirements, our liquidity position or other projected financial measures;
management’s plans and strategies for future operations, including statements relating to anticipated operating performance,
cost reductions, restructuring activities, new product and service developments, competitive strengths or market position,
acquisitions and the integration thereof, divestitures, spin-offs, split-offs, initial public offerings, other securities offerings or
other distributions, strategic opportunities, stock repurchases, dividends and executive compensation; growth, declines and
other trends in markets we sell into; new or modified laws, regulations and accounting pronouncements; future regulatory
approvals and the timing and conditionality thereof; outstanding claims, legal proceedings, tax audits and assessments and other
contingent liabilities; future foreign currency exchange rates and fluctuations in those rates; the potential or anticipated direct or
indirect impact of COVID-19 on our business, results of operations and/or financial condition; general economic and capital
markets conditions; the anticipated timing of any of the foregoing; assumptions underlying any of the foregoing; and any other
statements that address events or developments that Veralto intends or believes will or may occur in the future. Terminology
such as “believe,” “anticipate,” “should,” “could,” “intend,” “will,” “plan,” “expect,” “estimate,” “project,” “target,” “may,”
“possible,” “potential,” “forecast” and “positioned” and similar references to future periods are intended to identify forward-
looking statements, although not all forward-looking statements are accompanied by such words. Forward-looking statements
are based on assumptions and assessments made by our management in light of their experience and perceptions of historical
trends, current conditions, expected future developments and other factors they believe to be appropriate. These forward-
looking statements are subject to a number of risks and uncertainties, including but not limited to the risks and uncertainties set
forth below and under “Item 1A. Risk Factors” in this Annual Report.

2 ¢ 2 ¢ 2 ¢ 9 ¢ EENT3

Forward-looking statements are not guarantees of future performance and actual results may differ materially from the results,
developments and business decisions contemplated by our forward-looking statements. Accordingly, you should not place
undue reliance on any such forward-looking statements. Forward-looking statements speak only as of the date of the report,
document, press release, webcast, call, materials or other communication in which they are made. Except to the extent required
by applicable law, we do not assume any obligation to update or revise any forward-looking statement, whether as a result of
new information, future events and developments or otherwise.

Below is a summary of material risks and uncertainties we face, which are discussed more fully in “Item 1A. Risk Factors™:

Business and Strategic Risks

»  Conditions in the global economy, including military conflicts, the particular markets we serve and the financial
markets can adversely affect our business and financial statements.

*  We face intense competition and if we are unable to compete effectively, we may experience decreased demand and
decreased market share. Even if we compete effectively, we may be required to reduce the prices we charge.

*  Our growth depends on the timely development and commercialization, and customer acceptance, of new and
enhanced products and services based on technological innovation.

*  Non-U.S. economic, political, legal, compliance, social and business factors can negatively affect our business and
financial statements.

*  Our growth can also suffer if the markets into which we sell our products and services decline, do not grow as
anticipated or experience cyclicality.

e The COVID-19 pandemic has adversely impacted and could in the future continue to adversely impact elements of our
business and financial statements.



Acquisitions, Divestitures and Investment Risks

Any inability to consummate acquisitions at our historical rate and appropriate prices, and to make appropriate
investments that support our long-term strategy, could negatively impact our business.

Our acquisition or divestiture of businesses, investments, joint ventures and other strategic relationships can negatively
impact our business and financial statements.

Operational Risks

Significant disruptions in, or breaches in security of, our information technology (“IT”) systems or data or violations
of data privacy laws can adversely affect our business and financial statements.

Defects and unanticipated use or inadequate disclosure with respect to our products or services, or allegations thereof,
can adversely affect our business and financial statements.

If we suffer loss to our facilities, supply chains, distribution systems or information technology systems due to
catastrophe or other events, our operations could be seriously harmed.

Climate change, legal or regulatory measures to address climate change and any inability on our part to address
stakeholder expectations relating to climate change may negatively affect us.

Our financial results are subject to fluctuations in the cost and availability of the supplies that we use in, and the labor
we need for, our operations.

Our success depends on our ability to recruit, retain and motivate talented employees representing diverse
backgrounds, experiences and skill sets.

Our restructuring actions can have long-term adverse effects on our business and financial statements.

Intellectual Property Risks

If we are unable to adequately protect our intellectual property, or if third parties infringe our intellectual property
rights, we may suffer competitive injury or expend significant resources enforcing our rights. These risks are
particularly pronounced in countries in which we do business that do not have levels of protection of intellectual
property comparable to the United States.

Third-parties from time to time claim that we are infringing or misappropriating their intellectual property rights and
we could suffer significant litigation expenses, losses or licensing expenses or be prevented from selling products or
services.

Financial and Tax Risks

.

Our outstanding debt has increased significantly as a result of our separation from Danaher, and we may incur
additional debt in the future. Our existing and future indebtedness may limit our operations and our use of our cash
flow and negatively impact our credit ratings; and any failure to comply with the covenants that apply to our
indebtedness could adversely affect our business and financial statements.

We may be required to recognize impairment charges for our goodwill and other intangible assets.
Foreign currency exchange rates can adversely affect our financial statements.

Changes in our tax rates or exposure to additional income tax liabilities or assessments could affect our earnings. In
addition, audits by tax authorities could result in additional tax payments for prior periods.

Changes in tax law relating to multinational corporations could adversely affect our tax position.

Legal, Regulatory, Compliance and Reputational Risks

Our businesses are subject to extensive regulation, and failure to comply with those regulations could adversely affect
our business and financial statements.

We are subject to or otherwise responsible for a variety of litigation and other legal and regulatory proceedings in the
course of our business that can adversely affect our business and financial statements.



*  Our operations, products and services expose us to the risk of environmental, health and safety liabilities, costs and
violations that could adversely affect our business and financial statements.

»  Certain provisions in Veralto’s amended and restated certificate of incorporation and bylaws, and of Delaware law,
may prevent or delay an acquisition of Veralto, which could decrease the trading price of Veralto’s common stock.

*  The forum selection provisions under Veralto’s amended and restated certificate of incorporation could discourage
lawsuits against Veralto and Veralto’s directors, officers, employees and stockholders.

» If we are unable to implement and maintain effective internal control over financial reporting in the future, investors
may lose confidence in the accuracy and completeness of our financial reports and the market price of our common
stock may be negatively affected.

Separation and Our Relationship with Danaher Risks

* As an independent, publicly traded company, Veralto may not enjoy the same benefits that Veralto did as a part of
Danabher.

*  Potential indemnification liabilities to Danaher pursuant to the separation agreement could materially and adversely
affect Veralto’s business and financial statements.

* In connection with Veralto’s separation from Danaher, Danaher will indemnify Veralto for certain liabilities. However,
there can be no assurance that the indemnity will be sufficient to insure Veralto against the full amount of such
liabilities, or that Danaher’s ability to satisfy its indemnification obligation will not be impaired in the future.

» Ifthere is a determination that the separation and/or the distribution, together with certain related transactions, is
taxable for U.S. federal income tax purposes, Danaher and its stockholders could incur significant U.S. federal income
tax liabilities, and we could also incur significant liabilities.

*  Veralto may be affected by significant restrictions, including on its ability to engage in certain corporate transactions
for a two-year period after the distribution in order to avoid triggering significant tax-related liabilities.

*  Certain of Veralto’s executive officers and directors may have actual or potential conflicts of interest because of their
equity interest in Danaher. Also, certain of Danaher’s current directors and a current Danaher officer and current
Danaher employee have joined Veralto’s Board, which may create conflicts of interest or the appearance of conflicts
of interest.

*  Danaher may compete with Veralto.

*  Veralto or Danaher may fail to perform under various transaction agreements that were executed as part of the
separation or Veralto may fail to have necessary systems and services in place when certain of the transaction
agreements expire.

PART1

ITEM 1. BUSINESS

Our Company

On August 24, 2023, the Board of Directors of Danaher Corporation (“Danaher” or “Former Parent”) approved the separation
of Danaher’s Environmental & Applied Solutions segment through the pro rata distribution of all of the issued and outstanding
common stock of Veralto Corporation to Danaher's stockholders (the “Separation™). Veralto completed its separation from
Danaher on September 30, 2023, the first day of its fiscal fourth quarter. The Separation was completed on such date in the
form of a pro rata distribution to Danaher stockholders of record on September 13, 2023 of all of the issued and outstanding
shares of Veralto common stock held by Danaher. Each Danaher stockholder of record as of the close of business on
September 13, 2023 received one share of Veralto common stock for every three shares of Danaher common stock held on the
record date. Because September 30, 2023 was a Saturday, not a business day, the shares were credited to “street name”
stockholders through the Depository Trust Company on the first trading day thereafter, October 2, 2023. Veralto’s common
stock began “regular way” trading on the New York Stock Exchange under the ticker symbol “VLTO” on October 2, 2023.



Veralto’s unifying purpose is Safeguarding the World’s Most Vital Resources. Our diverse group of leading operating
companies provide essential technology solutions that monitor, enhance and protect key resources around the globe. We are
committed to the advancement of public health and safety and believe we are positioned to support our customers as they
address large global challenges including environmental resource sustainability, water scarcity, management of severe weather
events, food and pharmaceutical security, and the impact of an aging workforce. For decades, we have used our scientific
expertise and innovative technologies to address complex challenges our customers face across regulated industries — including
municipal utilities, food and beverage, pharmaceutical and industrials — where the consequence of failure is high. Through our
core offerings in water analytics, water treatment, marking and coding, and packaging and color, customers look to our
solutions to help ensure the safety, quality, efficiency and reliability of their products, processes and people globally. Veralto is
headquartered in Waltham, Massachusetts with a workforce of approximately 16,000 employees (whom we refer to as
“associates”) as of December 31, 2023, of whom approximately 6,000 were employed in the North America, 5,000 were
employed in Western Europe, less than 500 were employed in other developed markets and 5,000 were employed in high-
growth markets. The Company defines high-growth markets as developing markets of the world experiencing extended periods
of accelerated growth in gross domestic product and infrastructure which include Eastern Europe, the Middle East, Africa, Latin
America (including Mexico) and Asia (with the exception of Japan, Australia and New Zealand). The Company defines
developed markets as all markets of the world that are not high-growth markets.

Veralto operates through two segments — Water Quality (“WQ”) and Product Quality & Innovation (“PQI”). Our businesses
within these segments have strong globally recognized brands as a result of our leadership in served markets over several
decades. Our WQ segment provides innovative products and services that improve the quality and reliability of water with
leading brands including Hach, Trojan Technologies and ChemTreat. Our PQI segment enables our customers to promote
consumer trust in their products and help enable product innovation with leading brands including Videojet, Linx, Esko, X-Rite
and Pantone. We believe our leading positions result from the strength of our commercial organizations, our legacy of
innovation, and our close and long-term connectivity to our customers and knowledge of their workflows, underpinned by our
culture of continuous improvement. This has resulted in a large installed base of instruments that drive ongoing consumables
and software sales to support our customers. As a result, our business generates recurring sales which represented
approximately 59% of total sales during the year ended December 31, 2023. Our business model also supports a strong margin
profile with limited capital expenditure requirements and has generated attractive cash flows. We believe these attributes allow
us to deliver financial performance that is resilient across economic cycles.

We also believe that the Veralto Enterprise System (“VES”) provides the Company with a strong foundation for competitive
differentiation. VES is a business management system that consists of a philosophy, processes and tools that guide what
Veralto does and measure how well Veralto executes, grounded in a culture of continuous improvement. The VES processes
and tools are organized around the areas of Lean, Growth and Leadership, and are rooted in foundational tools known as the
VES Fundamentals, which are relevant to every associate and business function. The VES Fundamentals are focused on core
competencies such as using visual representations of processes to identify inefficiencies, defining and solving problems in a
structured way, and continuously improving processes to drive consistent execution.

Veralto uses VES tools to improve our profitability and cash flows, which support our ability to expand our addressable market
and improve our market position through investments in areas such as our commercial organization and research and
development (“R&D”), including software and digital solutions. Our cash flows also support acquisitions to enhance our
product capabilities and expansion into new and attractive markets, which we have successfully done through the acquisition of
approximately 80 businesses over more than two decades.

Our two segments are described below:

WATER QUALITY

Our Water Quality segment provides one of the most comprehensive portfolios of water analytics and differentiated water
treatment solutions that enable the reliable delivery of safe drinking water by public and private utilities - from source water to
the consumer and back into the water cycle. In addition, we help improve the efficiency of processes and production operations
of our customers and ensure that their wastewater discharge meets regulatory standards and their environmental and
sustainability targets. Under our Hach, Trojan Technologies, ChemTreat, and other globally recognized WQ brands, we
provide proprietary precision instrumentation and advanced water treatment technologies that our customers rely on to measure,
analyze and treat the world’s water in residential, commercial, municipal, industrial, research and natural resource applications.
In addition to instrumentation, our suite of water solutions includes elements used on a recurring basis such as chemical
reagents, services and digital solutions. Together, these offerings help promote the quality and reliability of water and optimize
our customers’ operations, decision making and regulatory compliance activities.



WQ focuses on what management believes are the most attractive sub-segments of the water value chain helping our customers
address some of their most pressing and complex challenges, such as water scarcity, water safety, severe weather events and
management of precious natural resources. Our businesses have been at the forefront of delivering breakthrough innovations to
our customers. For example, Hach has been a leading player in the field of turbidity testing for over 60 years, pioneering the
first regulated method and introducing multiple new generations of instruments and related products. Today, we have one of
the most comprehensive portfolios of solutions allowing our customers to test the broadest range of analytical parameters and
the ability to harness their data across installed assets. Increasingly, our customers leverage our digital solutions to support
regulatory compliance, automate workflows and allow for remote operations and predictive capabilities to address new
challenges posed by changing regulations and an aging and less experienced workforce.

Our key WQ brands provide solutions that our customers rely upon to manage critical operations involving water.

*  Hach, the best known of our global brands in the WQ segment, recognized for simple and reliable tests, offers
analytical measurement instruments, digital solutions and related consumables that test water quality; we serve over
125,000 customers, including small community water utilities, large public and private water utilities and industrial
customers and helps to ensure safe water for more than 3.4 billion people every day - approximately 40% of the global
population.

*  ChemTreat associates work alongside industrial customers to understand their water challenges and tailor chemical
treatment plans and dosing protocols to help optimize customers’ water usage and maximize reuse; our solutions
helped customers save over 80 billion gallons of water in 2023.

»  Trojan Technologies offers UV and membrane filtration systems for water disinfection and contaminant removal; our
systems support the treatment of 12 trillion gallons of water annually and in turn help to improve access to clean water
for more than 250 million people every day.

PRODUCT QUALITY & INNOVATION

Our Product Quality & Innovation segment provides a broad set of solutions for brand owners and consumer packaged goods
companies that enable speed to market as well as traceability and quality control of their products. Our solutions play a central
role in helping our customers ensure the quality and safety of their products and build trust with consumers. Under our
Videojet, Linx, Esko, X-Rite, Pantone and other globally recognized PQI brands, we provide marking and coding, and
packaging and color instrumentation and related consumables. Our customers across consumer, pharmaceutical and industrial
sectors utilize our offerings to bring products to market, mark packaging in compliance with industry and regulatory standards
and convey the safety of products to customers. Our solutions also enable the effective execution of product recalls, thereby
helping to mitigate public health risks. Our software solutions are designed to address higher-value, design-oriented portions of
the packaging management value chain, such as digital asset management (“DAM?”), marketing resource management
(“MRM”) and product information management (“PIM”), that help our customers maximize efficiency of operations while
generating an attractive source of recurring sales for us. We estimate that a majority of the top 25 global consumer packaged
goods (“CPG”) brands (based on 2023 revenues) and a majority of the top 20 pharmaceutical brands (based on 2023 revenues)
use PQI’s solutions, enabling confidence and trust in the brands and products consumers use daily.

Our PQI brands provide brand owners and consumer packaged goods companies with essential solutions that improve their
ability to develop, maintain and ensure authenticity of their brands.

*  Videojet, our largest operating company within PQI, and Linx offer technologies that mark and code packaged goods
and related consumables. Videojet is a leading provider of inline printing solutions for products and packaging with
marking and coding systems used by many of the top global consumer brands. Our solutions help ensure transparency,
safety, authenticity, tracking and traceability of an estimated more than 10 billion codes printed around the world
daily.

»  Esko facilitates the creation of new packaging designs through design software and imaging systems. Esko’s offerings
are used by over 25,000 established and emerging brands and their suppliers in over 140 countries.

»  X-Rite serves over 13,000 brands across 140 countries by providing color management solutions that measure the
quality and consistency of color and appearance on printed packages and consumer and industrial products.

»  Pantone is the preeminent color standard in the design industry leveraged by more than 10 million designers, marketers
and others in the creative community, not only to ensure color standardization but also to understand the impact of
color on consumers.



Sales and Distribution

In 2023, Veralto generated $5.0 billion in sales derived from a business mix that is highly diversified by geography and end-
market. Our business model is highly resilient with approximately 59% of our sales derived from consumables (e.g., reagents,
inks and process chemicals), spare parts, services (e.g., maintenance and inspection), and software (including Software-as-a-
Service, or “SaaS”, and term-based licenses). We serve a broad range of customers spanning the municipal, industrial, food and
beverage (“F&B”) and CPG end markets, many of which are highly regulated. We generated 47% of our 2023 sales from
North America, 22% from Western Europe, 2% from other developed markets and 29% from high-growth markets. We define
other developed markets as Japan, Australia and New Zealand. We define high-growth markets as developing markets of the
world experiencing extended periods of accelerated growth in gross domestic product and infrastructure, which encompass all
markets outside of the developed markets and consist of Eastern Europe, the Middle East, Africa, Latin America and Asia
Pacific (with the exception of Japan, Australia and New Zealand). Our strategic investments in these markets have scaled our
presence in high-growth markets to approximately 5,000 associates with 10 local manufacturing facilities.

Veralto distributes approximately 20% of its technology and equipment products through third-party distributors. No individual
customer accounted for more than 10% of combined sales in 2023, 2022 or 2021.

Acquisition Activities

Veralto views acquisitions as a key part of its growth strategy. These acquisition activities are intended to supplement Veralto’s
core growth and support ongoing expansion of its business, including through new technologies, additional products,
organizational strength and geographic breadth.

Sustainability

We are deeply aware of our responsibility to our stakeholders and the opportunities before us to make a global difference—
through our innovative products, our impact on the planet, and our people—as reflected in our unifying purpose, Safeguarding
the World’s Most Vital Resources. In particular:

* At our core, the products and services of our two segments underscore our commitment to advancing broad
sustainability objectives for our customers. For example:

o Our WQ segment offers products and services that enable municipalities to deliver clean water while helping
industrial customers to be good stewards of water in their processes.

o Our PQI segment allows brands to drive consumer transparency, measure and reduce packaging waste, and
accelerate time-to-market for new packaging innovations.

*  Our leadership has conducted a sustainability prioritization assessment to identify our sustainability priorities and
inform our sustainability strategy, starting with quantitative greenhouse gas (GHG) reduction goals.

* Informed by our prioritization assessment, we intend to establish and publicly communicate sustainability goals and
rigorously measure our progress toward achieving such goals. The nominating and governance committee of Veralto's
Board of Directors has oversight responsibility for Veralto's sustainability program.

» At the managerial level, Veralto’s Senior Vice President of Strategy & Sustainability, who reports directly to our
President and CEO, oversees our sustainability program and the Veralto Sustainability Council, and is responsible for
reviewing and approving Veralto’s sustainability reports. Veralto’s Sustainability Council develops and drives our
roadmap of sustainability initiatives. This council and its working groups include representation from our WQ and PQI
segments, as well as the corporate human resources; environment, health, and safety; diversity, equity, and inclusion;
VES, procurement, investor relations, finance, IT and legal functions.

* Inaddition to outreach conducted as part of our prioritization assessment, we engage with stakeholders to inform our
priorities and goals and the strategies through which we can achieve them. We intend to proactively solicit the voice
of our stakeholders, including through associate surveys, meetings with investors, collaboration with our customers
and partners, and participation in industry associations.

*  We are evaluating opportunities to make an impact through collective actions such as sustainability-focused
partnerships, initiatives, industry alliances, and grant-making opportunities.

*  We will continue to leverage the VES to help us achieve our sustainability goals and facilitate continuous
improvement in our sustainability program.



The following discussion includes information common to all of Veralto’s segments.
Materials

Veralto’s manufacturing operations employ a wide variety of raw materials, including metallic-based components, electronic
components, chemistries, OEM products, plastics and other petroleum-based products. Prices of oil and gas also affect
Veralto’s costs for freight and utilities and also have an indirect impact on the cost of other purchased materials. While the
price of, and global instability with respect to the supply of, oil and gas did not materially, adversely affect Veralto’s operations
in 2023, Veralto is continuing to monitor the oil and gas commodity markets and will seek to mitigate price and/or availability
risks as needed. Veralto purchases raw materials from a large number of independent sources around the world. No single
supplier is material, although for some components that require particular specifications or regulatory or other qualifications
there may be a single supplier or a limited number of suppliers that can readily provide such components. Veralto utilizes a
number of techniques to address potential disruption in and other risks relating to its supply chain, including in certain cases the
use of safety stock, alternative materials and qualification of multiple supply sources.

The supply chain disruptions that began in 2021 for a number of our businesses continued in 2023 (including in some cases
shortages of supply, cost inflation and shipping delays), as well as labor availability constraints and labor cost increases.
Through the application of VES tools and processes (including the implementation of price increases), Veralto largely mitigated
the impact of these pressures on Veralto’s profitability and as a result these pressures did not have a material, adverse effect on
the business in 2023. These pressures continue to varying degrees as of the date of this annual report. We are continuing to
work with our suppliers to understand the existing and potential future impacts of these trends on our supply chain and we
continue to take actions in an effort to mitigate such impacts, including purchasing components in the open market and
qualifying additional suppliers. Due to the uncertainty regarding the duration and impact of these trends in 2024, there can be
no assurance that these factors will not have an adverse impact on our business and financial statements in the future. For a
further discussion of risks related to the materials and components required for Veralto’s operations, refer to “Item 1A. Risk
Factors.”

Russia-Ukraine Conflict

In 2022, Veralto suspended the shipment of products to Russia. In the first quarter of 2022, Veralto recorded a pretax charge of
$1 million, primarily related to the impairment of accounts receivable and inventory related to Russian operations. Russia has
significantly reduced the export of natural gas to Europe, creating uncertainty on natural gas prices and a reduced supply of
natural gas. If this trend continues, Veralto’s European manufacturing facilities could face increased costs and risks of
production disruptions. Veralto’s European customers and suppliers could experience similar adverse impacts, which could
further adversely impact Veralto’s supply chain and also adversely impact the demand for its products. Veralto will continue
monitoring the military, social, political, regulatory and economic environment in Ukraine and Russia and its broader impacts,
and will consider further actions as appropriate. For a discussion of risks related to Veralto’s operations as a result of the
military conflict between Russia and Ukraine, refer to “Item 1A. Risk Factors.”

Intellectual Property

The Company owns numerous patents, trademarks, copyrights, trade secrets and licenses to intellectual property owned by
others. Although in aggregate the Company’s intellectual property is important to its operations, the Company does not
consider any single patent, trademark, copyright, trade secret or license (or any related group of any such items) to be of
material importance to any segment or to the business as a whole. From time to time the Company engages in litigation to
protect its intellectual property rights. For a discussion of risks related to the Company’s intellectual property, refer to “Item
1A. Risk Factors.” All capitalized brands and product names throughout this document are trademarks owned by, or licensed to,
Veralto.

Competition

Although Veralto’s businesses generally operate in highly competitive markets, Veralto’s competitive position cannot be
determined accurately in the aggregate or by segment since none of its competitors offer all of the same product and service
lines or serve all of the same markets as Veralto, or any of its segments, does. Because of the range of the products and services
Veralto sells and the variety of markets it serves, Veralto encounters a wide variety of competitors, including well-established
regional competitors, competitors who are more specialized than it is in particular markets, as well as large companies or
divisions of large companies with substantial sales, marketing, research and financial capabilities. Veralto is facing increased
competition in a number of its served markets as a result of the entry of well-resourced companies into certain markets, the
entry of competitors based in low-cost manufacturing locations, the development of competitive technologies by early-stage
and emerging companies and increasing consolidation in particular markets. The number of competitors varies by product and
service line. Management believes that Veralto has a leadership position in many of the markets it serves. Key competitive



factors vary among Veralto’s businesses and product and service lines, but include the specific factors noted above with respect
to each particular business and typically also include price, quality, performance, delivery speed, application expertise, service
and support, technology and innovation, distribution network, breadth of product, service and software offerings and brand
name recognition. For a discussion of risks related to competition, refer to “Item 1A. Risk Factors.”

Human Capital

As of December 31, 2023, the Company had approximately 16,000 employees (whom we refer to as “associates”), of whom
approximately 6,000 were employed in the North America, 5,000 were employed in Western Europe, less than 500 were
employed in other developed markets and 5,000 were employed in high-growth markets. Approximately 15,500 of the
Company’s total employees were full-time and 500 were part-time employees. Of the United States employees, less than 10
were hourly-rated, unionized employees. Outside the United States, the Company has government-mandated collective
bargaining arrangements and union contracts in certain countries, particularly in Europe where many of the Company’s
employees are represented by unions and/or works councils.

Veralto is committed to attracting, developing, engaging and retaining the best people from around the world to sustain and
grow its science and technology leadership. Our human capital strategy spans multiple key dimensions, including the
following:

Culture and Governance

o Our culture is rooted in VES. VES is a set of tools at the core of our operating model centered on improving
commercial execution, product innovation, operations, and talent acquisition and management.

o The Board reviews the Company’s human capital strategy annually and at other times during the year in
connection with significant initiatives and acquisitions, supported by the Compensation Committee’s oversight of
our executive and equity compensation programs. At the management level, our Human Resources leader, who
reports directly to our President and CEO, is responsible for the development and execution of the Company’s
human capital strategy.

Recruitment

o We focus on identifying, attracting and recruiting diverse talent to meet our current and future business needs.
We have invested in comprehensive talent acquisition capabilities across all levels of recruitment. Our diversity
attraction efforts are an important component of our overall talent acquisition strategy and focus on: (1)
establishing and fostering partnerships with diverse organizations, and (2) effectively sourcing diverse talent.

Engagement

o General. Our engagement strategy focuses on developing the best workplace and best people leaders to meet our
associates’ needs every day. Further, we believe that better associate engagement helps enable better retention
and better business performance.

o Diversity, Equity and Inclusion. We seek to continuously improve and sustain a diverse and inclusive culture
free of systemic bias and where all associates feel they belong. We believe a diverse workforce and culture of
inclusion is essential to drive innovation, fuel growth and help ensure our technologies and products effectively
serve a global customer base.

We have leveraged VES with the goal of driving progress on diversity representation and inclusive culture,
including by requiring all of our operating companies to implement a diversity, equity and inclusion Policy
Deployment initiative in each of 2021, 2022 and 2023. Our diversity, equity and inclusion initiatives focus on
broadening our candidate pools, sourcing diverse slates in the hiring process, and developing people leaders’
competency in and accountability for diversity, equity and inclusion.

o We have achieved base pay equity for women and for racial and ethnic minorities in the U.S.
Retention

o Compensation and Benefits. We are committed to offering competitive compensation and benefits, tailored in
form and amount to geography, industry, experience and performance and designed to attract associates, motivate
and reward performance, drive growth and support retention. We have a common job architecture across our
businesses to provide a standardized framework for defining jobs, job families, and career levels, and set market-




aligned pay structures for each career level (adjusted as appropriate for the particular job family, industry, and
geography) based on a range of compensation surveys.

o Performance Management. Our annual performance management program supports our high-performance
culture by seeking to ensure that high-performing associates are recognized and rewarded for their contributions.
Our program guides associates and their managers in setting clear personal performance goals aligned to our
strategic priorities. Annual reviews under the program assess performance against these formal, annual
objectives.

o Talent Development and Career Mobility. Our talent development program strives to provide every associate
with appropriate development opportunities. In particular, we make available to people leaders training,
coaching and developmental resources to help them be effective leaders and advance their careers.

Research and Development

Veralto conducts R&D activities for the purpose of developing new products, enhancing the functionality, effectiveness, ease of
use and reliability of its existing products and expanding the applications for which uses of its products are appropriate. Veralto
conducts R&D activities primarily in North America, Europe and Asia and generally on a business-by-business basis. Veralto
anticipates that it will continue to make significant expenditures for R&D as it seeks to provide a continuous flow of innovative
products and services to maintain and improve its competitive position. For a discussion of the risks related to the need to
develop and commercialize new products and product enhancements, refer to “Item 1A. Risk Factors.”

Government Contracts

Although the substantial majority of Veralto’s revenue in 2023 was from customers other than governmental entities, Veralto
has agreements relating to the sale of products to government entities. As a result, Veralto is subject to various statutes and
regulations that apply to companies doing business with governments. For a discussion of risks related to government
contracting requirements, refer to “Item 1A. Risk Factors.” No material portion of Veralto’s business is subject to renegotiation
of profits or termination of contracts at the election of a government entity.

Regulatory Matters

Veralto faces extensive government regulation both within and outside the United States relating to the development,
manufacture, marketing, sale and distribution of its products and services. The following sections describe certain significant
regulations that Veralto is subject to. These are not the only regulations that Veralto’s businesses must comply with. For a
description of the risks related to the regulations that Veralto’s businesses are subject to, refer to “Item 1A. Risk Factors.”

Data Privacy and Security Laws

As a global organization, we are subject to data privacy and security laws, regulations, and customer-imposed controls in
numerous jurisdictions as a result of having access to and processing confidential, personal and/or sensitive data in the course of
our business. For example, the European Union’s General Data Protection Regulation (“GDPR”) imposes significant
restrictions on how we collect, transmit, process and retain personal data, including, among other things, in certain
circumstances a requirement for almost immediate notice of data breaches to supervisory authorities with significant fines for
non-compliance. State privacy laws in California impose some of the same features as the GDPR and have prompted several
other states to enact similar laws. Additionally, a bipartisan bill under consideration in Congress would, if adopted, impose
broad privacy requirements at the federal level. Several other countries such as China and Russia have passed, and other
countries are considering passing, privacy laws that require personal data relating to their citizens to be maintained on local
servers or impose significant restrictions on data transfer. For a discussion of risks related to these laws, refer to “Item 1A. Risk
Factors.”

Environmental Laws and Regulations

Veralto’s operations, products and services are subject to numerous U.S. federal, state, local and non-U.S. environmental,
health and safety laws and regulations concerning, among other things, the health and safety of our employees, the generation,
storage, use and transportation of hazardous materials, emissions or discharges of substances into the environment,
investigation and remediation of hazardous substances or materials at various sites, chemical constituents in products and end-
of-life disposal and take-back programs for products sold. A number of Veralto’s operations involve the handling,
manufacturing, use or sale of substances that are or could be classified as hazardous materials within the meaning of applicable
laws. Compliance with these laws and regulations has not had and, based on current information and the applicable laws and
regulations currently in effect, is not expected to have a material effect on Veralto’s capital expenditures, earnings or
competitive position, and Veralto does not anticipate material capital expenditures for environmental control facilities.



In addition to environmental compliance costs, Veralto from time to time incurs costs related to remedial efforts or alleged
environmental damage associated with past or current waste disposal practices or other hazardous materials handling practices.
Veralto may also from time to time become party to personal injury, property damage or other claims brought by private parties
alleging injury or damage due to the presence of, or exposure to, hazardous substances. If Veralto determines that potential
liability for a particular site or with respect to a personal injury claim is known or considered probable and reasonably
estimable, Veralto accrues the total estimated loss, including investigation and remediation costs, associated with the site or
claim. For a discussion of risks related to compliance with environmental and health and safety laws and risks related to past or
future releases of, or exposures to, hazardous substances, refer to “Item 1A. Risk Factors.”

Antitrust Laws

The U.S. federal government, most U.S. states and many other countries have laws that prohibit certain types of conduct
deemed to be anti-competitive. Violations of these laws can result in various sanctions, including criminal and civil penalties.
Private plaintiffs also could bring civil lawsuits against us in the United States for alleged antitrust law violations, including
claims for treble damages.

Export/Import Compliance

Veralto is required to comply with various U.S. export/import control and economic sanctions laws, including:

» the International Traffic in Arms Regulations administered by the U.S. Department of State, Directorate of
Defense Trade Controls, which, among other things, imposes license requirements on the export from the United
States of defense articles and defense services listed on the U.S. Munitions List;

» the Export Administration Regulations administered by the U.S. Department of Commerce, Bureau of Industry
and Security, which, among other things, impose licensing requirements on the export, in-country transfer and re-
export of certain dual-use goods, technology and software (which are items that have both commercial and
military or proliferation applications);

» the regulations administered by the U.S. Department of Treasury, Office of Foreign Assets Control, which
implement economic sanctions imposed against designated countries, governments and persons based on United
States foreign policy and national security considerations; and

» the import regulatory activities of the U.S. Customs and Border Protection and other U.S. government agencies.

Other nations’ governments have implemented similar export/import control and economic sanction regulations, which may
affect Veralto’s operations or transactions subject to their jurisdictions.

In addition, under U.S. laws and regulations, U.S. companies and their subsidiaries and affiliates outside the United States are
prohibited from participating or agreeing to participate in unsanctioned foreign boycotts in connection with certain business
activities, including the sale, purchase, transfer, shipping or financing of goods or services within the United States or between
the United States and other countries. If we, or third parties through which we sell or provide goods or services, violate anti-
boycott laws and regulations, we may be subject to civil or criminal enforcement action and varying degrees of liability.

For a discussion of risks related to export/import control and economic sanctions laws, refer to “Item 1A. Risk Factors.”

International Operations

Veralto’s products and services are available worldwide, and its principal markets outside the United States are in Europe, Asia
and Latin America. In 2023, Veralto generated 47% of its sales in North America, 22% of its sales in Western Europe, 2% of
its sales in other developed markets and 29% of its sales in high-growth markets.

Our geographic diversity allows Veralto to draw on the skills of a worldwide workforce, provides greater stability to its
operations, allows Veralto to drive economies of scale, provides revenue streams that may help offset economic trends that are
specific to individual economies and offers Veralto an opportunity to access new markets for products. In addition, Veralto
believes that future growth depends in part on its ability to continue developing products and sales models that successfully
target high-growth markets.

The manner in which Veralto’s products and services are sold outside the United States differs by business and by region. Most
of Veralto’s sales in non-U.S. markets are made by its subsidiaries located outside the United States, though Veralto also sells
directly from the United States into non-U.S. markets through various representatives and distributors and, in some cases,
directly. In countries with low sales volumes, Veralto generally sells through representatives and distributors.
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Information about the effects of foreign currency fluctuations on Veralto’s business is set forth in “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” included in this annual report. For a discussion of risks related
to Veralto’s non-U.S. operations and foreign currency exchange, refer to “Item 1A. Risk Factors.”

Properties

Our corporate headquarters is located in Waltham, Massachusetts in a facility that we lease. As of December 31, 2023, Veralto
had facilities in over 40 countries, including approximately 64 principal administrative, sales, research and development,
manufacturing and distribution facilities. 20 of these facilities are located in the United States in over 10 states and 44 are
located outside the United States, primarily in Europe and to a lesser extent in Latin America, Asia and Canada. Refer to Note
8 to the audited Consolidated and Combined Financial Statements included in this annual report for additional information with
respect to our lease commitments. The Company does not believe that any individual lease agreement is material to the
Company as a whole.

Legal Proceedings

We are, from time to time, subject to a variety of litigation and other legal and regulatory proceedings and claims incidental to
our business. Based upon our experience, current information and applicable law, we do not believe that these proceedings and
claims will have a material effect on our business and financial statements. Refer to Note 16 to the audited Consolidated and
Combined Financial Statements included in this annual report for additional information.

ITEM 1A. RISK FACTORS

You should carefully consider the risks and uncertainties described below, together with the information included elsewhere in
this Annual Report on Form 10-K and other documents we file with the SEC. We have identified the risks and uncertainties
described below as material, but they are not the only risks and uncertainties facing us. Our business is also subject to general
risks and uncertainties that affect many other companies, such as market conditions, economic conditions, geopolitical events,
changes in laws, regulations or accounting rules, fluctuations in interest rates, terrorism, wars or conflicts, major health
concerns including pandemics, natural disasters or other disruptions of expected business conditions. Additional risks and
uncertainties not currently known to us or that we currently believe are immaterial also may impair our business and financial
statements, including our results of operations, liquidity and financial condition, and our stock price.

Business and Strategic Risks

Conditions in the global economy, including military conflicts, the particular markets we serve and the financial markets
can adversely affect our business and financial statements.

Our business is sensitive to general economic conditions. Slower economic growth in the domestic and/or international
markets, inflation, actual or anticipated default on sovereign debt, volatility in the currency and credit markets, military
conflicts, high levels of unemployment or underemployment, labor availability constraints, reduced levels of capital
expenditures, changes or anticipation of potential changes in government trade, fiscal, tax and monetary policies, changes in
capital requirements for financial institutions, government budget negotiation dynamics, sequestration, austerity measures and
other challenges that affect economies of the world have in the past adversely affected, and may in the future adversely affect,
the Company and its distributors, customers and suppliers, including having the effect of:

*  reducing demand for our products and services (in this Annual Report, references to products and services also
includes software), limiting the financing available to our customers and suppliers, increasing order cancellations,
resulting in longer sales cycles and slower adoption of new technologies;

» suspending sales prohibited by sanctions, embargoes, regional instability, geopolitical shifts and adverse impacts
arising from or related to military conflicts;

» increasing the difficulty in collecting accounts receivable and the risk of excess and obsolete inventories;
*  increasing price competition in our served markets;

*  supply interruptions, delays or cost increases, which can disrupt our ability to produce or deliver our products and/or
increase our costs;

* increasing the risk of impairment of goodwill and other long-lived assets, and the risk that we may not be able to fully
recover the value of other assets such as real estate and tax assets;
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* increasing the risk that counterparties to our contractual arrangements will become insolvent or otherwise unable to
fulfill their contractual obligations which, in addition to increasing the risks identified above, could result in preference
actions against us; and

» adversely impacting market sizes and growth rates.

If growth in any key economy of the world or in any of the markets we serve slows for a significant period, if there is
significant deterioration in any such economy or such markets or if economic improvements do not benefit the markets we
serve, our business and financial statements can be adversely affected.

We face intense competition and if we are unable to compete effectively, we may experience decreased demand and
decreased market share. Even if we compete effectively, we may be required to reduce the prices we charge.

Our businesses operate in industries that are intensely competitive. Because of the range of the products and services we sell
and the variety of markets we serve, we encounter a wide variety of competitors; refer to “Item 1. Business—Competition” for
additional details. In order to compete effectively, we must retain longstanding relationships with major customers and
continue to grow our business by establishing relationships with new customers, continually developing new products and
services to maintain and expand our brand recognition and leadership position in various product and service categories and
penetrating new markets, including high-growth markets.

Our ability to compete can also be impacted by changing customer preferences and requirements (for example increased
demand for products incorporating digital capabilities or more environmentally-friendly products and supplier practices). Cost
containment efforts by governments and the private sector are also resulting in increased emphasis on products that reduce costs
and improve efficiency and effectiveness. In addition, significant shifts in industry demand have occurred and may in the
future occur in connection with product problems, safety alerts and publications about products, reflecting the competitive
significance of product quality, product efficacy and quality systems in our industry.

Our failure to compete effectively and/or pricing pressures resulting from competition may adversely impact our business and
financial statements, and our expansion into new markets may result in greater-than-expected risks, liabilities and expenses. In
addition, the Company’s competitors and customers have from time to time introduced, and may in the future introduce, low-
cost products or consumables that compete with the Company’s products at lower price points. New, disruptive technologies
may emerge that displace the Company’s existing technologies. Competitors’ products can capture significant market share or
lead to a decrease in market prices overall, resulting in an adverse effect on the Company’s business and financial statements.

Our growth depends in part on the timely development and commercialization, and customer acceptance, of new and
enhanced products and services based on technological innovation.

We generally sell our products and services in industries that are characterized by rapid technological changes, frequent new
product introductions and changing industry standards. If we do not innovate and develop new and enhanced products and
services on a timely basis, our offerings will become obsolete over time and our business and financial statements will suffer.
Our success depends on several factors, including our ability to:

»  correctly identify customer needs and preferences and predict future needs and preferences;

» allocate our R&D funding to products and services with higher growth prospects;

» anticipate and respond to our competitors’ development of new products and services and technological innovations;
» differentiate our offerings from our competitors’ offerings and avoid commoditization;

» innovate and develop new technologies and applications, and acquire or obtain rights to third-party technologies that
may have valuable applications in our served markets;

»  obtain adequate intellectual property rights with respect to key technologies before our competitors do;

»  successfully commercialize new technologies in a timely manner, price them competitively and cost-effectively
manufacture and deliver sufficient volumes of new products of appropriate quality on time;

*  obtain necessary regulatory approvals of appropriate scope; and

+ stimulate customer demand for and convince customers to adopt new technologies.
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If we fail to accurately predict future customer needs and preferences or fail to produce viable technologies, we may invest
heavily in R&D of products and services that do not lead to significant revenue, which would adversely affect our business and
financial statements. Even when we successfully innovate and develop new and enhanced products and services, we often incur
substantial costs in doing so, and our profitability may suffer. In addition, promising new offerings may fail to reach the market
or realize only limited commercial success because of real or perceived efficacy or safety concerns. Competitors may also
develop after-market services and parts for our products which may detract from our sales.

Non-U.S. economic, political, legal, compliance, social and business factors can negatively affect our business and financial
statements.

In 2023, approximately 57% of our sales were derived from customers outside the U.S. In addition, many of our manufacturing
operations, suppliers and employees are located outside the U.S. Since our growth strategy depends in part on our ability to
further penetrate markets outside the U.S. and increase the localization of our products and services, we expect to continue to
increase our sales and presence outside the U.S., particularly in the high-growth markets. Our non-U.S. business (and
particularly our business in high-growth markets) is subject to risks that include:

*  public health crises and epidemics, such as COVID-19;

* interruption in the transportation of supplies to us and finished goods to our customers;
+ differences in terms of sale, including longer payment terms than are typical in the U.S.;
* local product preferences or requirements;

» changes in a country’s or region’s political, legal, social, compliance, business or economic conditions, such as the
devaluation of particular currencies;

» trade protection measures, tariffs, embargoes and import or export restrictions and requirements;

* unexpected changes in laws or regulatory requirements, including changes in tax laws;

» capital controls and limitations on ownership and on repatriation of earnings and cash;

» the potential for nationalization of enterprises;

+ complex data privacy and cybersecurity requirements;

+ limitations on legal rights and our ability to enforce such rights, including differing protection of intellectual property;
» difficulty in staffing and managing widespread operations;

» workforce instability and differing labor or employment regulations;

» difficulties in implementing restructuring actions on a timely or comprehensive basis;

+  greater uncertainty, risk, expense and delay in commercializing products in certain foreign jurisdictions, including with
respect to product and other regulatory approvals;

»  geopolitical instability arising from or related to military conflicts; and
* remaining uncertainties relating to the impact of the UK’s exit from the EU in 2020.

International business risks have in the past and may in the future negatively affect our business and financial statements.
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Our growth can suffer if the markets into which we sell our products and services decline, do not grow as anticipated or
experience cyclicality.

Our growth depends in part on the growth of the markets which we serve, and visibility into our markets can be limited
(particularly for markets into which we sell through distribution). Our quarterly sales and profits depend substantially on the
volume and timing of orders received during the quarter, which are difficult to forecast. Any decline or lower than expected
growth in our served markets can diminish demand for our products and services and adversely affect our business and
financial statements. Certain of our businesses operate in industries that have experienced and may experience periodic,
cyclical downturns. In addition, in certain of our businesses demand depends on customers’ capital spending budgets as well as
government funding policies, and matters of public policy and government budget dynamics as well as product and economic
cycles can affect the spending decisions of these entities. Demand for our products and services is also sensitive to changes in
customer order patterns, which may be affected by announced price changes, marketing or promotional programs, new product
introductions, the timing of industry trade shows and changes in distributor or customer inventory levels due to distributor or
customer management thereof or other factors. Any of these factors could adversely affect our business and financial
statements in any given period.

The COVID-19 pandemic has adversely impacted and could in the future continue to adversely impact certain elements of
our business and our financial statements.

Our global operations expose us to risks associated with public health crises, including epidemics and pandemics such as
COVID-19. The global spread of COVID-19 led to unprecedented restrictions on, and disruptions in, business and personal
activities, including as a result of preventive and precautionary measures that we, other businesses, our communities and
governments undertook to mitigate the spread.

The direct impact of COVID-19 and the preventive measures implemented as a result thereof adversely affected certain
elements of our Company (including to a different degree our operations, commercial organizations, supply chains and
distribution systems). While the direct impact of COVID-19 and many of the preventive measures moderated in 2023, any
resurgence of COVID-19 (or the outbreak of any other epidemic or pandemic) or the reinstatement of similar preventive
measures in the future could negatively impact the economies and financial markets of the world and our businesses and
financial statements.

Acquisition, Divestiture and Investment Risks

Any inability to consummate acquisitions at our historical rate and at appropriate prices, and to make appropriate
investments that support our long-term strategy, could negatively impact our business.

Our ability to grow revenues, earnings and cash flow at or above our historic rates depends in part upon our ability to identify
and successfully acquire and integrate businesses at appropriate prices and realize anticipated synergies, and to make
appropriate investments that support our long-term strategy. We may not be able to consummate acquisitions at rates similar to
the past, which could adversely impact our business. Attractive acquisitions and investments are difficult to identify and
complete for a number of reasons, including high valuations, competition among prospective buyers or investors, the
availability of affordable funding in the capital markets and the need to satisfy applicable closing conditions and obtain
applicable antitrust and other regulatory approvals on acceptable terms. In addition, competition for acquisitions and
investments has resulted and may result in higher purchase prices. Changes in accounting or regulatory requirements or
instability in the credit markets could also adversely impact our ability to consummate acquisitions and investments.

Our acquisition or divestiture of businesses, investments, joint ventures and other strategic relationships can negatively
impact our business and financial statements.

As part of our business strategy, we acquire businesses, make investments and enter into joint ventures and other strategic
relationships in the ordinary course, and we also from time to time complete more significant transactions, including
divestitures of existing businesses as we continually assess our business strategy. Transactions such as these involve a number
of financial, accounting, managerial, operational, legal, compliance and other risks and challenges, including but not limited to
the following, any of which can adversely affect our business and our financial statements:

*  businesses, technologies, services and products that we acquire or invest in have sometimes under-performed relative
to our expectations and the price that we paid, failed to perform in accordance with our anticipated timetable or failed
to achieve and/or sustain profitability;
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* we may incur or assume significant debt in connection with our acquisitions, investments, joint ventures or strategic
relationships, which can also cause a deterioration of Veralto’s credit ratings, result in increased borrowing costs and
interest expense and diminish our future access to the capital markets;

*  acquisitions, investments, joint ventures or strategic relationships can cause our financial results to differ from our own
or the investment community’s expectations in any given period, or over the long-term;

» pre-closing and post-closing earnings charges can adversely impact our results in any given period, and the impact
may be substantially different from period-to-period;

*  acquisitions, investments, joint ventures or strategic relationships can create demands on our management, operational
resources and financial and internal control systems that we are unable to effectively address;

» we can experience difficulty in integrating cultures, personnel, operations and financial and other controls and systems
and retaining key employees and customers, and former employees of our existing businesses or businesses we acquire
can sometimes compete with us;

* we are not always able to achieve cost savings or other synergies anticipated in connection with acquisitions,
investments, joint ventures or strategic relationships;

* we have assumed and may assume unknown liabilities, known contingent liabilities that become realized, known
liabilities that prove greater than anticipated, internal control deficiencies or exposure to regulatory sanctions resulting
from the acquired company’s or investee’s activities; and the realization of any of these liabilities or deficiencies can
increase our expenses, adversely affect our financial position or cause us to fail to meet our public financial reporting
obligations;

* in connection with acquisitions and joint ventures, we may enter into post-closing financial arrangements such as
purchase price adjustments, earn-out obligations and indemnification obligations, which can have unpredictable
financial results;

» asaresult of our acquisitions and investments, we have recorded significant goodwill and other assets on our balance
sheet and if we are not able to realize the value of these assets, or if the value of our investments declines, we may be
required to incur impairment charges;

» divestitures or other dispositions can dilute the Company’s earnings per share, have other adverse financial, tax and
accounting impacts and distract management, and disputes can arise with the new owners of the divested/disposed
business;

* we may have interests that diverge from those of our joint venture partners or other strategic partners or the companies
we invest in, and we are not always able to direct or influence the management and operations of the joint venture,
other strategic relationship or investee in the manner we believe is most appropriate, exposing us to additional risk; and

* investing in or making loans to early-stage companies often entails a high degree of risk, including uncertainty
regarding the company’s ability to successfully develop new technologies and services, bring these new technologies
and services to market and gain market acceptance, maintain adequate capitalization and access to cash or other forms
of liquidity, and retain critical management personnel; we do not always achieve the strategic, technological, financial
or commercial benefits we anticipate; we may lose our investment or fail to recoup our loan; or our investment may be
illiquid for a greater-than-expected period of time.

Operational Risks

Significant disruptions in, or breaches in security of, our information technology systems or data or violation of data privacy
laws can adversely affect our business and financial statements.

We rely on information technology systems, some of which are provided and/or managed by third-parties, to process, transmit
and store electronic information (including sensitive data such as confidential business information and personal data relating to
employees, customers, other business partners and patients), and to manage or support a variety of critical business processes
and activities (such as receiving and fulfilling orders, billing, collecting and making payments, shipping products, providing
services and support to customers and fulfilling contractual obligations). In addition, some of our remote monitoring products
and services incorporate software and information technology that house personal data and some products or software we sell to
customers connect to our systems for maintenance or other purposes. These systems, products and services (including those we
acquire through business acquisitions) can be damaged, disrupted or shut down due to attacks by computer hackers, computer
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viruses, ransomware, human error or malfeasance (including by employees), power outages, hardware failures,
telecommunication or utility failures, catastrophes or other unforeseen events, and in any such circumstances our system
redundancy and other disaster recovery planning may be ineffective or inadequate. Attacks can also target hardware, software
and information installed, stored or transmitted in our products after such products have been purchased and incorporated into
third-party products, facilities or infrastructure. Security breaches of systems provided or enabled by us, regardless of whether
the breach is attributable to a vulnerability in our products or services, or security breaches of third-party suppliers we rely on to
process, store or transmit electronic information, can result in the misappropriation, destruction or unauthorized disclosure of
confidential information or personal data belonging to us or to our employees, partners, customers, patients or suppliers. Like
most multinational corporations, our information technology systems and data have been subject to computer viruses, malicious
codes, unauthorized access and other cyber-attacks and we expect the sophistication and frequency of such attacks to continue
to increase. Unauthorized tampering, adulteration or interference with our products may also adversely affect product
functionality and result in loss of data, risk to patient safety and product recalls or field actions. The attacks, breaches,
misappropriations and other disruptions and damage described above can interrupt our operations or the operations of our
customers and partners, delay production and shipments, result in theft of our and our customers’ intellectual property and trade
secrets, result in disclosure of personal data, damage customer, patient, business partner and employee relationships and our
reputation and result in defective products or services, legal claims and proceedings, liability and penalties under privacy and
other laws and increased costs for security and remediation, in each case resulting in an adverse effect on our business and
financial statements. Our liability insurance may not be sufficient in type or amount to cover us against claims related to
security breaches, cyber-attacks and other related breaches.

In addition, our information technology systems require an ongoing commitment of significant resources to maintain and
enhance existing systems and develop new systems to keep pace with continuing changes in information processing technology,
evolving legal and regulatory standards, evolving customer expectations, changes in the techniques used to obtain unauthorized
access to data and information systems, and the information technology needs associated with our changing products and
services. There can be no assurance that we will be able to successfully maintain, enhance and upgrade our systems as
necessary to effectively address these requirements.

Any inability to maintain reliable information technology systems and appropriate controls with respect to global data privacy
and security requirements and prevent data breaches can result in adverse regulatory and business consequences and litigation.
As a global organization, we are subject to data privacy and security laws, regulations and customer-imposed controls in
numerous jurisdictions as a result of having access to and processing confidential, personal and/or sensitive data in the course of
our business. Failure to comply with the requirements of the GDPR and the applicable national data protection laws of the EU
member states and other states subject to the GDPR may result in fines of up to €20 million or up to 4% of total worldwide
annual turnover for the preceding financial year, whichever is higher, and other administrative penalties. Several other
countries such as China and Russia are, and other countries are considering passing, laws that require some or all personal data
relating to their citizens to be maintained on local servers or impose significant restrictions on data transfer. State privacy laws
in California impose some of the same features as the GDPR and have prompted several other states in the U.S. to enact similar
laws.

Additionally, a bipartisan bill under consideration in Congress would, if adopted, impose broad privacy requirements at the U.S.
federal level and provide enhanced enforcement authority to the Federal Trade Commission. Government investigations and
enforcement actions can be costly and interrupt the regular operation of our business, and data breaches or violations of data
privacy laws can result in civil and criminal, monetary and non-monetary penalties and damage to customer, patient, business
partner and employee relationships and to our reputation, any of which may adversely affect our business and financial
statements. In addition, compliance with the varying data privacy regulations across the U.S. and around the world has required
significant expenditures and may require additional expenditures, and may require further changes in our products or business
models that increase competition or reduce revenue.

Defects, unanticipated use or inadequate disclosure with respect to our products or services, or allegations thereof, can
adversely affect our business and financial statements.

Manufacturing or design defects or “bugs” in, unanticipated use of, safety or quality issues (or the perception of such issues)
with respect to or inadequate disclosure of risks relating to the use of products and services that we make or sell (including
items that we source from third-parties) can lead to personal injury, death, property damage and/or regulatory violations that
can adversely affect our business and financial statements. These events can lead to recalls or safety alerts, result in the
removal of a product or service from the market and result in product liability or similar claims being brought against us.
Recalls, removals and product liability and similar claims (regardless of their validity or ultimate outcome) can result in
significant costs, as well as negative publicity and damage to our reputation that could reduce demand for our products and
services. Any of the above can result in the discontinuation of sale of such products in one or more countries and give rise to
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claims for damages from persons who believe they have been injured as a result of product issues, including claims by
individuals or groups seeking to represent a class.

If we suffer loss to our facilities, supply chains, distribution systems or information technology systems due to catastrophe or
other events, our operations could be seriously harmed.

Our facilities, supply chains, distribution systems and information technology systems are subject to catastrophic loss due to
fire, flood, cyber-attack, earthquake, hurricane, power shortage or outage, public health crisis (including epidemics and
pandemics) and the reaction thereto, war, terrorism, riot, public protest or other natural or man-made disasters, such as the
COVID-19 pandemic. If any of these facilities, supply chains or systems were to experience a catastrophic loss, it could disrupt
our operations, delay production and shipments, result in defective products or services, diminish demand, damage customer
relationships and our reputation and result in legal exposure and significant repair or replacement expenses. The third-party
insurance coverage that we maintain varies from time to time in both type and amount depending on cost, availability and our
decisions regarding risk retention, and may be unavailable or insufficient to protect us against such losses.

Climate change, legal or regulatory measures to address climate change and any inability on our part to address stakeholder
expectations relating to climate change may negatively affect us.

Climate change resulting from increased concentrations of carbon dioxide and other greenhouse gases in the atmosphere
presents risks to our operations. Physical risk resulting from acute changes (such as hurricane, tornado, wildfire or flooding) or
chronic changes (such as droughts, heat waves or sea level changes) in climate patterns can adversely impact our facilities and
operations and disrupt our supply chains and distribution systems. Concern over climate change can also result in new or
additional legal, regulatory or quasi-regulatory requirements designed to reduce greenhouse gas emissions and/or mitigate the
effects of climate change on the environment (such as taxation of, or caps on the use of, carbon-based energy). Any such new
or additional requirements may increase the costs associated with, or disrupt, sourcing, manufacturing and distribution of our
products, which may adversely affect our business and financial statements. In addition, any failure to adequately address
stakeholder expectations with respect to environmental, social and governance (“ESG”) matters may result in the loss of
business, adverse reputational impacts, diminished market valuations and challenges in attracting and retaining customers and
talented employees. For example, our ability to achieve our current and future ESG goals is uncertain and remains subject to
numerous risks, including evolving regulatory requirements and stakeholder expectations, our ability to recruit, develop and
retain a diverse workforce, the availability of suppliers and other business partners that can meet our ESG expectations, the
effects of the organic and inorganic growth of our business, cost considerations and the development and availability of cost-
effective technologies or resources that support our goals.

Our financial results are subject to fluctuations in the cost and availability of the supplies that we use in and the labor we
need for our operations.

Prices for and availability of the components, raw materials and other commodities we use in our business, as well as for labor,
have fluctuated significantly in the past, including during 2023. Please see “Item 1. Business-Materials” for a discussion of the
inputs we use in our business, supply chain and labor availability disruptions and constraints our businesses have faced and are
facing, and the adverse impacts that we have incurred and may incur relating thereto. The supply chains for our businesses can
be disrupted by supplier capacity constraints, transportation and logistics issues, fluctuations in demand, decreased availability
of key raw materials or commodities, legislative or regulatory changes, bankruptcy or exiting of the business for other reasons
and external events such as natural disasters, pandemic health issues, war, terrorist actions and governmental actions (such as
trade protectionism). In addition, some of our businesses purchase certain requirements from sole or limited source suppliers
for reasons of quality assurance, regulatory requirements, cost effectiveness, availability or uniqueness of design. In the event
of interruptions in the supply, or increases in the cost, of such supplies, we might not be able to quickly establish or qualify
replacement sources of supply. Sustained interruptions in the supply of, or increase in the cost of, key components, raw
materials, other commodities and labor can result in production interruptions, delays, extended lead times and inefficiencies and
adversely affect our business and financial statements. In addition, due to the highly competitive nature of the industries that
we serve, the cost-containment efforts of our customers and the terms of certain contracts we are party to, when supply and
labor prices rise we are not always able to pass along cost increases through higher prices for our products. If we are unable to
fully recover higher supply and labor costs through price increases or offset these increases through cost reductions, or if there
is a time delay between the increase in costs and our ability to recover or offset these costs, our margins and profitability can
decline and our business and financial statements can be adversely affected.

Our profitability could also be adversely impacted if we are unable to adjust our purchases to reflect changes in customer
demand and market fluctuations, including those caused by seasonality or cyclicality. During a market upturn, suppliers from
time to time extend lead times, limit supplies or increase prices. Conversely, in order to secure supplies for the production of
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products, we sometimes enter into noncancelable purchase commitments with vendors, which can impact our ability to adjust
our inventory to reflect declining market demands.

Because we cannot always immediately adapt our production capacity and related cost structures to changing market
conditions, at times our manufacturing capacity exceeds or falls short of our production requirements. Any or all of these
problems can result in the loss of customers or cost inefficiencies, provide an opportunity for competing products to gain
market acceptance and otherwise adversely affect our business and financial statements.

Our success depends on our ability to recruit, retain and motivate talented employees representing diverse backgrounds,
experiences and skill sets.

The market for highly skilled workers and leaders in our industries, particularly in the areas of science and technology, is
extremely competitive and expectations from qualified talent in many areas of the labor market have evolved and escalated
recently. In addition, in 2023 we faced labor availability constraints and labor cost inflation in certain areas of our business. If
we are less successful in our recruiting efforts, if we cannot retain and motivate highly skilled workers and key leaders
representing diverse backgrounds, experiences and skill sets, or if we experience labor disputes, our business and financial
statements may be adversely affected.

Our restructuring actions can have long-term adverse effects on our business and financial statements.

We have implemented significant restructuring activities across our businesses to adjust our cost structure, and we may engage
in similar restructuring activities in the future. These restructuring activities and our regular ongoing cost reduction activities
could diminish our resources and competitiveness, and delays or failures in implementing planned restructuring activities may
diminish the expected operational or financial benefits from such actions. Any of the circumstances described above could
adversely impact our business and financial statements.

Intellectual Property Risks

If we are unable to adequately protect our intellectual property, or if third-parties infringe our intellectual property rights,
we may suffer competitive injury or expend significant resources enforcing our rights. These risks are particularly
pronounced in countries in which we do business that do not have levels of protection of intellectual property comparable to
the United States.

Many of the markets we serve are technology-driven, and as a result intellectual property rights play a significant role in
product development and differentiation. We own numerous patents, trademarks, copyrights, trade secrets and other intellectual
property and licenses to intellectual property owned by others, which in aggregate are important to our business. The
intellectual property rights that we obtain, however, are not always sufficiently broad and do not always provide us a significant
competitive advantage, and patents may not be issued for pending or future patent applications owned by or licensed to us. In
addition, the steps that we and our licensors have taken to maintain and protect our intellectual property do not always prevent it
from being challenged, invalidated, circumvented, designed-around or becoming subject to compulsory licensing.

In some circumstances, enforcement is not available to us because an infringer has a dominant intellectual property position or
for other business reasons. We also rely on nondisclosure and noncompetition agreements with employees, consultants and
other parties to protect, in part, trade secrets and other proprietary rights. There can be no assurance that these agreements
adequately protect our trade secrets and other proprietary rights and will not be breached, that we will have adequate remedies
for any breach, that others will not independently develop substantially equivalent proprietary information or that third-parties
will not otherwise gain access to our trade secrets or other proprietary rights. Our failure to obtain or maintain intellectual
property rights that convey competitive advantage and adequately protect our intellectual property, our failure to detect or
prevent circumvention or unauthorized use of such property, and the cost of enforcing our intellectual property rights each can
adversely impact our business and financial statements.

These risks are particularly pronounced in countries in which we do business that do not have levels of protection of corporate
proprietary information, intellectual property, technology and other assets comparable to the United States. The risks we
encounter in such countries include but are not limited to the following:

» Joint ventures that we participate in can include restrictions that could compromise our control over the intellectual
property, technology and proprietary information of the joint venture;

*  Aswe expand our operations globally, increasing amounts of our data, intellectual property and technology is used and
stored in countries outside the United States, and regulations in certain countries require data to be stored locally.
These factors increase the risk that such data, intellectual property and technology could be stolen or otherwise
compromised;
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»  Certain of our products have been counterfeited and we may encounter additional and/or increased levels of
counterfeiting in the future;

»  Governmental entities may adopt regulations or other requirements that give them rights to certain of our intellectual
property, technology and/or proprietary information, such as through compulsory licensing or ownership restrictions or
requirements;

*  In certain countries, we do not have the same ability to enforce intellectual property rights as we do in the U.S.;

*  Governmental regulations relating to state secrecy or other topics limit our ability to transfer data or technology out of
certain jurisdictions; and

* Risks, costs and challenges of operating in a particular jurisdiction can result in a decision to relocate or divert
operations to a different jurisdiction, potentially at higher cost.

Any of these risks can adversely impact our business and financial statements. Refer to “—International economic, political,
legal, compliance, social and business factors could negatively affect our financial statements” for a discussion of additional
risks relating to our international operations.

Third-parties from time to time claim that we are infringing or misappropriating their intellectual property rights and we
could suffer significant litigation expenses, losses or licensing expenses or be prevented from selling products or services.

From time to time, we receive notices from third parties alleging intellectual property infringement or misappropriation of third
parties’ intellectual property and cannot be certain that the conduct of our business does not and will not infringe or
misappropriate the intellectual property rights of others. Disputes or litigations regarding intellectual property can be costly and
time-consuming to defend due to the complexity of many of our technologies and the uncertainty of intellectual property
litigation. Our intellectual property portfolio may not be useful in asserting a counterclaim, or negotiating a license, in response
to a claim of infringement or misappropriation. In addition, as a result of such claims of infringement or misappropriation, we
could lose our rights to critical technology, be unable to license critical technology or sell critical products and services, be
required to pay substantial damages or license fees with respect to the infringed rights, be required to license technology or
other intellectual property rights from others, be required to cease marketing, manufacturing or using certain products or be
required to redesign, re-engineer or re-brand our products at substantial cost, any of which could adversely impact our business
and financial statements. Third-party intellectual property rights may also make it more difficult or expensive for us to meet
market demand for particular product or design innovations. When we are required to seek licenses under patents or other
intellectual property rights of others, we are not always able to acquire these licenses on acceptable terms, if at all. Even if we
successfully defend against claims of infringement or misappropriation, we may incur significant costs and diversion of
management attention and resources, which could adversely affect our business and financial statements.

Financial and Tax Risks

Our outstanding debt has increased significantly as a result of our separation from Danaher, and we may incur additional
debt in the future. Our existing and future indebtedness may limit our operations and our use of our cash flow and
negatively impact our credit ratings; and any failure to comply with the covenants that apply to our indebtedness could
adversely affect our business and financial statements.

As of December 31, 2023, we had approximately $2.6 billion in outstanding indebtedness. In addition, we had the ability to
incur approximately $1.5 billion of additional indebtedness under a revolving credit agreement, and in the future we may incur
additional indebtedness. Our debt level and related debt service obligations can have negative consequences, including (1)
requiring us to dedicate significant cash flow from operations to the payment of principal and interest on our debt, which
reduces the funds we have available for other purposes such as acquisitions and other investments; (2) reducing our flexibility
in planning for or reacting to changes in our business and market conditions; and (3) exposing us to interest rate risk on any
variable rate debt we may issue. If our credit ratings are downgraded or put on watch for a potential downgrade, we may not be
able to sell additional debt securities or borrow money in the amounts, at the times or interest rates or upon the more favorable
terms and conditions that might be available if our current credit ratings were maintained.

Our credit facilities and long-term debt obligations also impose certain restrictions on us, including certain restrictions on our
ability to incur liens on our assets, and a requirement under our credit facilities to maintain a consolidated net leverage ratio (the
ratio of consolidated indebtedness to consolidated indebtedness plus shareholders’ equity) of 3.75 to 1.0 or less. If we breach
any of these restrictions and cannot obtain a waiver from the lenders on favorable terms, subject to applicable cure periods, the
outstanding indebtedness (and any other indebtedness with cross-default provisions) could be declared immediately due and
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payable, which would adversely affect our business and financial statements (including our liquidity). If we add new debt in
the future, the risks described above would increase.

We may be required to recognize impairment charges for our goodwill and other intangible assets.

As of December 31, 2023, the net carrying value of our goodwill and other intangible assets totaled approximately $3.0 billion.
Significant negative industry or economic trends, disruptions to our business, inability to effectively integrate acquired
businesses, unexpected or planned changes in use of our assets, changes in the structure of our business, divestitures, market
capitalization declines, or increases in associated discount rates can impair our goodwill and other intangible assets. In the past,
we have recognized impairment charges relating to certain non-goodwill intangible assets, and in the future, we could recognize
charges related to the impairment of goodwill or other intangible assets. Any such impairment charges adversely affect our
financial statements in the periods recognized.

Foreign currency exchange rates can adversely affect our financial statements.

Sales and purchases in currencies other than the U.S. dollar expose us to fluctuations in foreign currencies relative to the U.S.
dollar, which have in the past and may in the future adversely affect our financial statements. Increased strength of the U.S.
dollar increases the effective price of our products sold in U.S. dollars into other countries, which can adversely affect sales or
require us to lower our prices.

A decline in the strength of the U.S. dollar adversely affects the cost of materials, products and services we purchase overseas.
Sales and earnings of our non-U.S. businesses are also translated into U.S. dollars for reporting purposes and the strengthening
of the U.S. dollar generally results in unfavorable translation effects. In addition, certain of our businesses invoice customers in
a currency other than the business’ functional currency, and movements in the invoiced currency relative to the functional
currency can also result in unfavorable translation effects. The Company also faces exchange rate risk from its investments in
subsidiaries owned and operated in foreign countries.

Changes in our tax rates or exposure to additional income tax liabilities or assessments can affect our profitability. In
addition, audits by tax authorities can result in additional tax payments for prior periods.

We are subject to income taxes in the U.S. and in numerous non-U.S. jurisdictions. Due to the potential for changes to tax laws
and regulations or changes to the interpretation thereof (including regulations and interpretations pertaining to the U.S. Tax
Cuts and Jobs Act (“TCJA”)), the ambiguity of tax laws and regulations, the subjectivity of factual interpretations, the
complexity of our intercompany arrangements, uncertainties regarding the geographic mix of earnings in any particular period,
and other factors, our estimates of effective tax rate and income tax assets and liabilities can be incorrect and our financial
statements could be adversely affected.

The impact of the factors referenced in the preceding sentence may be substantially different from period-to-period. In
addition, the amount of income taxes we pay is subject to ongoing audits by U.S. federal, state and local tax authorities and by
non-U.S. tax authorities, such as the audits described in the Management’s Discussion and Analysis of Financial Condition and
Results of Operations (“MD&A”) and the Company’s Consolidated and Combined Financial Statements. If audits result in
payments or assessments different from our reserves, our results can be adversely affected. Any further changes to the tax
system in the United States or in other jurisdictions could also adversely affect our financial statements.

Changes in tax law relating to multinational corporations could adversely affect our tax position.

Legislative bodies and government agencies in the U.S. and other countries as well as the Organisation for Economic Co-
operation and Development and G20 Finance Ministers (“OECD/G20”) have focused on issues related to the taxation of
multinational corporations. The OECD/G20 proposed legislation regarding the Inclusive Framework on Base Erosion and
Profit Shifting and published the Pillar Two model rules designed to address the tax challenges arising from the digitalization of
the global economy. The legislative proposals ensure that income earned in each jurisdiction that a multinational enterprise
operates in is subject to a minimum corporate income tax rate of at least 15%. Discussions related to the formal implementation
of this agreement, including within the tax law of each member jurisdiction including the United States, are ongoing.

Enactment of this regulation in its current form would increase the amount of global corporate income tax paid by the
Company.

Pillar Two legislation has been enacted or substantively enacted in certain jurisdictions where we operate. The legislation will
be effective for the financial year beginning January 1, 2024. We are in scope of the enacted or substantively enacted
legislation and have performed an assessment of the potential exposure to Pillar Two income taxes. The assessment of the
potential exposure to Pillar Two income taxes is based on the most recent tax filings, country-by-country reporting and
financial statements for the constituent entities. Based on the assessment, the Pillar Two effective tax rates in most of the
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jurisdictions in which we operate are above the 15% global minimum tax. However, there are a limited number of jurisdictions
where the transitional safe harbor relief does not apply and the Pillar Two effective tax rate is close to 15%. We do not expect a
material impact to Pillar Two income taxes in the jurisdictions where we operate.

Legal, Regulatory, Compliance and Reputational Risks

Our businesses are subject to extensive regulation; failure to comply with those regulations could adversely affect our
business and financial statements.

In addition to the environmental, health, safety, anticorruption, data privacy and other regulations noted elsewhere in this
Annual Report, our businesses are subject to extensive regulation by U.S. and non-U.S. governmental and self-regulatory
entities at the supranational, federal, state, local and other jurisdictional levels, including for example the following:

*  We are required to comply with various import laws and export control and economic sanctions laws, which may
affect our transactions with certain customers, business partners and other persons and dealings between our
employees and between our subsidiaries. In certain circumstances, export control and economic sanctions regulations
may prohibit the export of certain products, services and technologies. In other circumstances, we may be required to
obtain an export license before exporting the controlled item. Compliance with the various import laws that apply to
our businesses can restrict our access to, and increase the cost of obtaining, certain products and at times can interrupt
our supply of imported inventory. In addition, we sell and provide products and technology to third parties, such as
agents, representatives and distributors, who may export such items to end-users. If we or any of these third parties do
not comply with applicable export or import laws we may incur liability. In addition, from time to time, certain of our
subsidiaries have limited business dealings in countries subject to comprehensive sanctions. These business dealings
represent an insignificant amount of our consolidated revenues and income but expose us to a heightened risk of
violating applicable sanctions regulations. We have established policies and procedures designed to ensure
compliance with such laws and regulations but there can be no assurance that the policies and procedures have
prevented and will prevent violations of these regulations, and any such violation can adversely affect our business and
financial statements.

*  We also have agreements to sell products and services to government entities (as well as agreements relating to
government financing, as discussed above) and are subject to various statutes and regulations that apply to companies
doing business with government entities (less than 2% of our 2023 sales were made to the U.S. federal government).
The laws governing government contracts differ from the laws governing private contracts. For example, many
government contracts contain pricing and other terms and conditions that are not applicable to private contracts. Our
agreements with government entities are in some cases subject to termination, reduction or modification at the
convenience of the government or in the event of changes in government requirements, reductions in federal spending
and other factors, and we may underestimate our costs of performing under the contract. In certain cases, a
governmental entity may require us to pay back amounts it has paid to us. Government contracts that have been
awarded to us following a bid process can become the subject of a bid protest by a losing bidder, which could result in
loss of the contract. We are also subject to investigation and audit for compliance with the requirements governing
government contracts.

These are not the only regulations that our businesses must comply with. The regulations we are subject to have tended to
become more stringent over time and can be inconsistent across jurisdictions. We, our representatives and the industries in
which we operate are at times under review and/or investigation by regulatory authorities. Failure to comply (or any alleged or
perceived failure to comply) with the regulations referenced above or any other regulations can result in import detentions,
fines, damages, civil and administrative penalties, injunctions, consent decrees, suspensions or losses of regulatory approvals,
operating restrictions, refusal of the government to approve product export applications or allow us to enter into supply
contracts, disbarment from selling to certain governmental agencies, integrity oversight and reporting obligations to resolve
allegations of non-compliance, disruption of our business, limitation on our ability to manufacture, import, export and sell
products and services, loss of customers, significant legal and investigatory fees, disgorgement, individual imprisonment,
reputational harm, contractual damages, diminished profits, curtailment or restricting of business operations, criminal
prosecution and other monetary and non-monetary penalties. Compliance with these and other regulations can also affect our
returns on investment, require us to incur significant expenses or modify our business model or impair our flexibility in
modifying product, marketing, pricing or other strategies for growing our business. Our products and operations are also often
subject to the rules of industrial standards bodies such as the International Standards Organization, and failure to comply with
these rules can result in withdrawal of certifications needed to sell our products and services and otherwise adversely impact our
business and financial statements. For additional information regarding these risks, refer to “Item 1. Business—Regulatory
Matters.”
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We are subject to or otherwise responsible for a variety of litigation and other legal and regulatory proceedings in the course
of our business that can adversely affect our business and financial statements.

We are subject to or otherwise responsible for a variety of litigation and other legal and regulatory proceedings in the course of
our business (or related to the business operations of previously owned entities), including claims or counterclaims for damages
arising out of the use of products or services and claims relating to intellectual property matters, employment matters, tax
matters, commercial disputes, breach of contract claims, competition and sales and trading practices, environmental matters,
personal injury, insurance coverage, securities matters, fiduciary duties and acquisition or divestiture-related matters, as well as
regulatory subpoenas, requests for information, investigations and enforcement. We also from time to time become subject to
lawsuits as a result of acquisitions or as a result of liabilities retained from, or representations, warranties or indemnities
provided in connection with, businesses divested by us or our predecessors. The types of claims made in lawsuits include
claims for compensatory damages, punitive and consequential damages (and in some cases, treble damages) and/or injunctive
relief. The defense of these lawsuits can divert our management’s attention, can result in significant expenses in defending
these lawsuits, and we can be required to pay damage awards or settlements or become subject to equitable remedies that
adversely affect our business and financial statements. Moreover, any insurance or indemnification rights that we may have
may be insufficient or unavailable to protect us against such losses. Because most contingencies are resolved over long periods
of time, new developments (including litigation developments, the discovery of new facts, changes in legislation and outcomes
of similar cases), changes in assumptions or changes in the Company’s strategy in any given period can require us to adjust the
loss contingency estimates that we have recorded in our financial statements, record estimates for liabilities or assets previously
not susceptible of reasonable estimates or pay cash settlements or judgments. Any of these developments can adversely affect
our business and financial statements in any particular period. There can be no assurance that our liabilities in connection with
current and future litigation and other legal and regulatory proceedings will not exceed our estimates or adversely affect our
financial statements and business. However, based on our experience, information and applicable law as of the date of this
Annual Report, we do not believe that it is reasonably possible that any amounts we may be required to pay in connection with
litigation and other legal and regulatory proceedings in excess of our reserves as of December 31, 2023 will have a material
effect on our business or financial statements.

From time to time, we become aware through our internal audits and other internal control procedures, employees or other
parties of possible compliance matters, such as complaints or concerns relating to accounting, internal controls, financial
reporting, auditing or ethical matters or relating to compliance with laws. When we become aware of such possible compliance
matters, we investigate internally and take what we believe to be appropriate corrective action. Internal investigations can lead
to the assertion of claims or the commencement of legal or regulatory proceedings against us and adversely affect our business
and financial statements.

Our operations, products and services expose us to the risk of environmental, health and safety liabilities, costs and
violations that could adversely affect our business and financial statements.

Our operations, products and services are subject to numerous U.S. federal, state, local and non-U.S. environmental, health and
safety laws and regulations concerning, among other things, the health and safety of our employees, the generation, storage, use
and transportation of hazardous materials, emissions or discharges of substances into the environment, investigation and
remediation of hazardous substances or materials at various sites, chemical constituents in products and end-of-life disposal and
take-back programs for products sold. There can be no assurance that our environmental, health and safety compliance
program (or the compliance programs of businesses we acquire) have been or will at all times be effective. Failure to comply
with any of these laws can result in civil and criminal, monetary and non-monetary penalties and damage to our reputation. In
addition, there can be no assurance that our costs of complying with current or future environmental protection and health and
safety laws will not exceed our estimates or adversely affect our business or financial statements.

In addition, we from time to time incur costs related to remedial efforts or alleged environmental damage associated with past
or current waste disposal practices or other hazardous materials handling practices. We are also from time to time party to
personal injury, property damage or other claims brought by private parties alleging injury or damage due to the presence of or
exposure to hazardous substances. We can also become subject to additional remedial, compliance or personal injury costs due
to future events such as changes in existing laws or regulations, changes in agency direction or enforcement policies,
developments in remediation technologies, changes in the conduct of our operations and changes in accounting rules. There
can be no assurance that our liabilities arising from past or future releases of, or exposures to, hazardous substances will not
exceed our estimates or adversely affect our reputation and financial statements or that we will not be subject to additional
claims for personal injury or remediation in the future based on our past, present or future business activities. However, based
on the information we have as of the date of this Annual Report we do not believe that it is reasonably possible that any
amounts we may be required to pay in connection with environmental matters in excess of our reserves as of December 31,
2023, will have a material effect on our business or financial statements.
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Certain provisions in Veralto’s amended and restated certificate of incorporation and bylaws, and of Delaware law, may
prevent or delay an acquisition of Veralto, which could decrease the trading price of Veralto’s common stock.

Veralto’s amended and restated certificate of incorporation and amended and restated bylaws contain, and Delaware law
contains, provisions that are intended to deter coercive takeover practices and inadequate takeover bids and to encourage
prospective acquirers to negotiate with the Board rather than to attempt an unsolicited takeover not approved by the Board.
These provisions include, among others:

» the inability of Veralto’s stockholders to call a special meeting;

» the inability of Veralto’s stockholders to act by written consent;

* rules regarding how stockholders may present proposals or nominate directors for election at stockholder meetings;
» the right of the Board to issue preferred stock without stockholder approval;

» the division of the Board into three classes of directors, with each class serving a staggered three-year term, and this
classified board provision could have the effect of making the replacement of incumbent directors more time
consuming and difficult;

» aprovision that stockholders may only remove directors with cause;

» the ability of Veralto’s directors, and not stockholders, to fill vacancies (including those resulting from an enlargement
of the Board) on the Board; and

» the requirement that the affirmative vote of stockholders holding at least 66-2/3% of Veralto’s voting stock is required
to amend Veralto’s amended and restated bylaws and certain provisions in Veralto’s amended and restated certificate
of incorporation.

In addition, because Veralto has not chosen to be exempt from Section 203 of the Delaware General Corporation Law (the
“DGCL”), this provision could also delay or prevent a change of control that you may favor. Section 203 provides that, subject
to limited exceptions, persons that acquire, or are affiliated with a person that acquires, more than 15% of the outstanding
voting stock of a Delaware corporation (an “interested stockholder”) shall not engage in any business combination with that
corporation, including by merger, consolidation or acquisitions of additional shares, for a three-year period following the date
on which the person became an interested stockholder, unless (i) prior to such time, the board of directors of such corporation
approved either the business combination or the transaction that resulted in the stockholder becoming an interested stockholder;
(ii) upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the interested
stockholder owned at least 85% of the voting stock of such corporation at the time the transaction commenced (excluding for
purposes of determining the voting stock outstanding (but not the outstanding voting stock owned by the interested stockholder)
the voting stock owned by directors who are also officers or held in employee benefit plans in which the employees do not have
a confidential right to tender or vote stock held by the plan); or (iii) on or subsequent to such time the business combination is
approved by the board of directors of such corporation and authorized at a meeting of stockholders by the affirmative vote of at
least two-thirds of the outstanding voting stock of such corporation not owned by the interested stockholder. Danaher and its
affiliates have been approved as an interested stockholder of ours and therefore are not subject to Section 203.

Veralto believes these provisions will protect its stockholders from coercive or otherwise unfair takeover tactics by requiring
potential acquirers to negotiate with the Board and by providing the Board with more time to assess any acquisition proposal.
These provisions are not intended to make Veralto immune from takeovers. However, these provisions will apply even if the
offer may be considered beneficial by some stockholders and could delay or prevent an acquisition that the Board determines is
not in the best interests of Veralto and Veralto’s stockholders. These provisions may also prevent or discourage attempts to
remove and replace incumbent directors.

The forum selection provisions under Veralto’s amended and restated certificate of incorporation could discourage lawsuits
against Veralto and Veralto’s directors, officers, employees and stockholders.

Veralto’s amended and restated certificate of incorporation provides that, unless Veralto consents otherwise, the state courts in
the State of Delaware or, if no state court located within the State of Delaware has jurisdiction, the federal court for the District
of Delaware, will be the sole and exclusive forum for any derivative action or proceeding brought on behalf of Veralto, any
action asserting a claim of breach of a fiduciary duty owed by any of Veralto’s directors, officers, employees or stockholders to
Veralto or Veralto’s stockholders, any action asserting a claim arising pursuant to any provision of the DGCL or Veralto’s
amended and restated certificate of incorporation or bylaws, or any action asserting a claim governed by the internal affairs
doctrine. We recognize that this forum selection clause may impose additional litigation costs on stockholders in pursuing any
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such claims, particularly if the stockholders do not reside in or near the State of Delaware. Veralto’s amended restated
certificate of incorporation further provides that, unless Veralto consents otherwise, the federal district courts of the United
States of America shall, to the fullest extent permitted by law, be the sole and exclusive forum for the resolution of any
complaint asserting a cause of action arising under the Securities Act.

These exclusive forum provisions do not apply to actions arising under the Exchange Act or the rules and regulations
thereunder. While the Delaware Supreme Court ruled in March 2020 that federal forum selection provisions purporting to
require claims under the Securities Act be brought in federal court are “facially valid” under Delaware law, there is uncertainty
as to whether other courts will enforce our federal forum provision described above. Our stockholders will not be deemed to
have waived compliance with the federal securities laws and the rules and regulations thereunder.

These forum selection provisions may limit the ability of Veralto’s stockholders to bring a claim in a judicial forum that such
stockholders find favorable for disputes with Veralto or Veralto’s directors or officers, which may discourage such lawsuits
against Veralto and Veralto’s directors, officers, employees and stockholders, and such provision may also make it more
expensive for Veralto’s stockholders to bring such claims. Alternatively, if a court were to find these exclusive forum
provisions inapplicable to, or unenforceable in respect of, one or more of the specified types of actions or proceedings described
above, Veralto may incur additional costs associated with resolving such matters in other jurisdictions, which could materially
and adversely affect Veralto’s business and financial statements.

If we are unable to implement and maintain effective internal control over financial reporting in the future, investors may
lose confidence in the accuracy and completeness of our financial reports and the market price of our common stock may be
negatively affected.

As a public company, we are required to maintain internal controls over financial reporting and to report any material
weaknesses in such internal controls. In addition, beginning with our second annual report on Form 10-K, we will be required
to furnish a report by management on the effectiveness of our internal control over financial reporting, pursuant to Section 404
of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”). Our independent registered public accounting firm will also be
required to express an opinion as to the effectiveness of our internal control over financial reporting. At such time, our
independent registered public accounting firm may issue a report that is adverse in the event it is not satisfied with the level at
which our internal control over financial reporting is documented, designed or operating.

The process of designing, implementing, and testing the internal control over financial reporting required to comply with this
obligation is time consuming, costly, and complicated. If we identify material weaknesses in our internal control over financial
reporting, if we are unable to comply with the requirements of Section 404 of the Sarbanes-Oxley Act in a timely manner or to
assert that our internal control over financial reporting is effective, or if our independent registered public accounting firm is
unable to express an opinion as to the effectiveness of our internal control over financial reporting, investors may lose
confidence in the accuracy and completeness of our financial reports and the market price of our common stock could be
negatively affected, and we could become subject to investigations by the NYSE, the SEC, or other regulatory authorities,
which could require additional financial and management resources.

Separation and Our Relationship with Danaher Risks
As an independent, publicly traded company, Veralto may not enjoy the same benefits that Veralto did as a part of Danaher.

As an independent, publicly traded company, Veralto may become more susceptible to market fluctuations and other adverse
events than it would have been if it were still a part of the current Danaher organizational structure. As part of Danaher, Veralto
was able to enjoy certain benefits from Danaher’s operating diversity, purchasing power and opportunities to pursue integrated
strategies with Danaher’s other businesses. As an independent, publicly traded company, Veralto may not have similar
diversity or integration opportunities and may not have similar purchasing power or access to capital markets. Additionally, as
part of Danaher, Veralto was able to leverage the Danaher historical market reputation and performance and brand identity to
recruit and retain key personnel to run its business. As a separate, publicly traded company, Veralto does not have the same
historical market reputation and performance or brand identity as Danaher and it may be more difficult for us to recruit or retain
such key personnel.

Potential indemnification liabilities to Danaher pursuant to the separation agreement could materially and adversely affect
Veralto’s business and financial statements.

The separation agreement, among other things, provides for indemnification obligations (for uncapped amounts) designed to
make Veralto financially responsible for substantially all liabilities that may exist relating to its business activities, whether
incurred prior to or after the separation, as well as any other liabilities it agrees to assume pursuant to the separation agreement.
If Veralto is required to indemnify Danaher under the circumstances set forth in the separation agreement, Veralto may be
subject to substantial liabilities.
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In connection with Veralto’s separation from Danaher, Danaher will indemnify Veralto for certain liabilities. However,
there can be no assurance that the indemnity will be sufficient to insure Veralto against the full amount of such liabilities,
or that Danaher’s ability to satisfy its indemnification obligation will not be impaired in the future.

Pursuant to the separation agreement and certain other agreements with Danaher, Danaher will agree to indemnify Veralto for
certain liabilities. However, third parties could also seek to hold Veralto responsible for any of the liabilities that Danaher has
agreed to retain, and there can be no assurance that the indemnity from Danaher will be sufficient to protect Veralto against the
full amount of such liabilities, or that Danaher will be able to fully satisfy its indemnification obligations. In addition,
Danaher’s insurance will not necessarily be available to Veralto for liabilities associated with occurrences of indemnified
liabilities prior to the separation, and in any event Danaher’s insurers may deny coverage to Veralto for liabilities associated
with certain occurrences of indemnified liabilities prior to the separation. Moreover, even if Veralto ultimately succeeds in
recovering from Danaher or such insurance providers any amounts for which Veralto is held liable, Veralto may be temporarily
required to bear these losses. Each of these risks could negatively affect Veralto’s business and financial statements.

If there is a determination that the separation and/or the distribution, together with certain related transactions, is taxable
for U.S. federal income tax purposes, Danaher and its stockholders could incur significant U.S. federal income tax
liabilities, and we could also incur significant liabilities.

The distribution, along with certain related transactions, was conditioned upon the receipt by Danaher of (i) the ruling from the
IRS substantially to the effect that, among other things, the distribution, together with certain related transactions, will qualify
as a transaction that is tax-free for U.S. federal income tax purposes under Sections 355 and 368(a)(1)(D) of the Code and (ii)
an opinion of Skadden, Arps, Slate, Meagher & Flom LLP, tax counsel to Danaher, to the effect that, among other things, the
distribution, together with certain related transactions, qualified as a reorganization within the meaning of Sections 355 and
368(a)(1)(D) of the Code. Danaher received the ruling from the IRS. The ruling and the opinion of tax counsel relied on certain
facts, assumptions, representations and undertakings from Danaher and Veralto regarding the past and future conduct of the
companies’ respective businesses and other matters. If any of these facts, assumptions, representations or undertakings are
incorrect or not otherwise satisfied, Danaher and its stockholders may not be able to rely on the ruling or the opinion of tax
counsel and could be subject to significant tax liabilities. Notwithstanding the ruling or opinion of tax counsel, the IRS could
determine on audit that the distribution or any of the certain related transactions is taxable if it determines that any of these
facts, assumptions, representations or undertakings are not correct or have been violated or if it disagrees with the conclusions
in the opinion that are not covered by the ruling, or for other reasons, including as a result of certain significant changes in the
stock ownership of Danaher or Veralto after the distribution. If the distribution or any of the certain related transactions is
determined to be taxable for U.S. federal income tax purposes, Danaher and/or its stockholders could incur significant U.S.
federal income tax liabilities, and Veralto could also incur significant liabilities.

In addition, under the tax matters agreement between Danaher and Veralto, Veralto is generally required to indemnify Danaher
against taxes and related liabilities incurred by Danaher that result from a breach of any representation made by us, or as a result
of us taking or failing to take, as the case may be, certain actions, including in each case those provided in connection with the
ruling from the IRS or opinion of tax counsel, that result in the distribution, together with certain related transactions, failing to
meet the requirements of a tax-free distribution under Sections 355 and 368(a)(1)(D) of the Code.

Veralto may be affected by significant restrictions, including on its ability to engage in certain corporate transactions for a
two-year period after the distribution in order to avoid triggering significant tax-related liabilities.

To preserve the tax-free treatment for U.S. federal income tax purposes to Danaher and its stockholders of the distribution and
certain related transactions, under the tax matters agreement that Veralto entered into with Danaher, Veralto is restricted from
taking any action that prevents the distribution, together with certain related transactions, from being tax-free for U.S. federal
income tax purposes. Under the tax matters agreement, for the two-year period following the distribution, Veralto is subject to
specific restrictions on its ability to enter into acquisition, merger, liquidation, sale and stock redemption transactions. These
restrictions may limit Veralto’s ability to pursue certain strategic transactions or other transactions that it may believe to be in
the best interests of its stockholders or that might increase the value of its business. These restrictions will not limit the
acquisition of other businesses by Veralto for cash consideration. In addition, under the tax matters agreement, Veralto may be
required to indemnify Danaher against any such tax liabilities as a result of an acquisition of Veralto’s stock or assets, even if
Veralto does not participate in or otherwise facilitate the acquisition. Furthermore, Veralto is subject to specific restrictions on
discontinuing the active conduct of its trade or business, issuing or selling its stock or other securities (including securities
convertible into Veralto stock but excluding certain compensatory arrangements), and selling its assets outside the ordinary
course of business. Such restrictions may reduce Veralto’s strategic and operating flexibility.
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Certain of Veralto’s executive officers and directors may have actual or potential conflicts of interest because of their equity
interest in Danaher. Also, certain of Danaher’s current directors and a current Danaher officer and current Danaher
employee have joined Veralto’s Board, which may create conflicts of interest or the appearance of conflicts of interest.

Because of their current or former positions with Danaher, certain of Veralto’s executive officers and directors own equity
interests in Danaher. Continuing ownership of shares of Danaher common stock and equity awards could create, or appear to
create, potential conflicts of interest if Veralto and Danaher face decisions that could have implications for both Danaher and
Veralto. In addition, certain of Danaher’s current directors (Linda Filler, Walter G. Lohr, Jr. and John T. Schwieters) as well as
a current Danaher officer (William H. King) and a current Danaher employee who previously served as Danaher’s Chief
Financial Officer (Daniel L. Comas) have joined Veralto’s Board, and this could create, or appear to create, potential conflicts
of interest when Veralto and Danaher encounter opportunities or face decisions that could have implications for both companies
or in connection with the allocation of such directors’ time between Danaher and Veralto.

Danaher may compete with Veralto.

Danaher will not be restricted from competing with Veralto. If Danaher in the future decides to engage in the type of business
Veralto conducts, it may have a competitive advantage over Veralto, which may cause Veralto’s business and financial
statements to be materially adversely affected.

Veralto or Danaher may fail to perform under various transaction agreements that were executed as part of the separation
or Veralto may fail to have necessary systems and services in place when certain of the transaction agreements expire.

The separation agreement and other agreements entered into in connection with the separation determine the allocation of assets
and liabilities between the companies following the separation for those respective areas and include any necessary
indemnifications related to liabilities and obligations. The transition services agreement provides for the performance of certain
services by each company for the benefit of the other for a period of time after the separation. Veralto is relying on Danaher
after the separation to satisfy its performance and payment obligations under these agreements. If Danaher is unable or
unwilling to satisfy its obligations under these agreements, including its indemnification obligations, Veralto could incur
operational difficulties or losses. If Veralto does not have in place its own systems and services, or if Veralto does not have
agreements with other providers of these services once certain transition services terminate, Veralto may not be able to operate
its businesses effectively and its profitability may decline. Veralto has created its own, or engaged third parties to provide,
systems and services to replace many of the systems and services that Danaher previously provided to Veralto. However,
Veralto may not be successful in implementing these systems and services or in transitioning data from Danaher’s systems to
Veralto’s.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
ITEM 1C. CYBERSECURITY

Risk Management and Strategy

The Company takes a risk-based approach to cybersecurity and has implemented cybersecurity policies throughout its
operations that are designed to address cybersecurity threats and incidents.

The Company’s cybersecurity program and policies articulate the expectations and requirements with respect to acceptable use,
risk management, data privacy, education and awareness, security incident management and reporting, identity and access
management, vendor due diligence, security (with respect to physical assets, products, networks, and systems), security
monitoring and vulnerability identification. The cybersecurity program and policies are operated by a dedicated cybersecurity
operations team. The program and policies are aligned with the Company’s enterprise risk management program.

The Company’s cyber risk management program identifies, tracks, escalates, remediates, and reports risks at the corporate level
and across each operating company. These risk areas include internal, product, vendor, supply chain, and external services
leveraged across the Company. These risks are assessed, prioritized, and both tactically and strategically addressed via process,
technology, and personnel improvements to ensure ongoing mitigation and tracking.

The Company’s cybersecurity strategy is guided by prioritized risk, identified areas for improvement based on the National
Institute for Standards and Technology (NIST) Cybersecurity Framework, and emerging business needs. This strategy is shared
with the executive leadership at least annually. The Company maintains a global incident response plan, coupled with a global
continuous monitoring program. This plan and program include incident alerting, comprehensive incident criticality
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assessments, and escalation processes to support teams, senior leadership, and the Board. This escalation process also includes
cross-functional materiality determinations and applicable reporting requirements.

The Company’s cybersecurity operations team manages all facets of the security monitoring and global incident program,
coordinating with a sourced managed services security provider and internal analysts across our operating companies.
Applicable company employees are provided cybersecurity awareness training, which includes topics on the Company’s
policies and procedures for reporting potential incidents. The Company’s cybersecurity team is continuously evaluating
emerging risks, regulations, and compliance matters and updating the policies and procedures accordingly.

Cybersecurity threats, including as a result of any previous cybersecurity incidents, have not materially affected the Company,
including its business strategy, results of operations or financial condition. The Company does not believe that cybersecurity
threats resulting from any previous cybersecurity incidents of which it is aware are reasonably likely to materially affect the
Company. Refer to the risk factor captioned “Significant disruptions in, or breaches in security of, our information technology
systems or data or violation of data privacy laws can adversely affect our business and financial statements” in Part I, “Item 1A.
Risk Factors” for additional description of cybersecurity risks and potential related impacts on the Company.

Governance

The Board oversees the Company’s risk management process, including cybersecurity risks, directly and through its
committees. Pursuant to the Audit Committee Charter, the Audit Committee of the Board provides compliance oversight to the
Company’s risk assessment and risk management policies, which includes cybersecurity, and the steps management has taken
to monitor and mitigate such exposures and risks.

The Company’s Chief Information Security Officer (CISO), in coordination with Chief Information Officer, is responsible for
leading the assessment and management of cybersecurity risks. The current CISO has over 25 years of experience in
information security and is a Certified Information Systems Security Professional (CISSP). The CISO reports to the Board, the
Audit Committee and management on cybersecurity risk assessment, policies, incident prevention, detection, mitigation, and
remediation of cybersecurity incidents on a quarterly or as needed basis.

ITEM 2. PROPERTIES

As of December 31, 2023, the Company had facilities in over 40 countries, including approximately 60 principal
administrative, sales, research and development, manufacturing and distribution facilities. 20 of these facilities are located in
the United States in over 10 states and 40 are located outside the United States, primarily in Europe and to a lesser extent in
Latin America, Asia and Canada. Refer to the Consolidated and Combined Financial Statements included in this Annual
Report for additional information with respect to the Company’s lease commitments.

ITEM 3. LEGAL PROCEEDINGS

For information regarding legal proceedings, refer to the section titled “Legal Proceedings” in MD&A.

Consistent with SEC Regulation S-K Item 103, we have elected to disclose those environmental proceedings (if any) with a
governmental entity as a party where the Company reasonably believes such proceeding would result in monetary sanctions,
exclusive of interest and costs, of $1 million or more.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the New York Stock Exchange under the symbol VLTO. As of February 16, 2024, there were
1,493 holders of record of Veralto’s common stock.

The Company declared its first dividend on December 20, 2023 of $0.09 per share paid on January 31, 2024 to holders of
record of Veralto’s common stock as of the close of business on December 29, 2023. Any future payments of dividends on the
Company’s common stock will be determined by Veralto’s Board of Directors and will depend on business conditions,
Veralto’s earnings and other factors that Veralto’s Board deems relevant.

Recent Issuances of Unregistered Securities

None

ITEM 6. [RESERVED]
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is designed to provide
material information relevant to an assessment of the Company’s financial condition and results of operations, including an
evaluation of the amounts and certainty of cash flows from operations and from outside sources. The MD&A is designed to
focus specifically on material events and uncertainties known to management that are reasonably likely to cause reported
financial information not to be necessarily indicative of future operating results or of future financial condition. This includes
descriptions and amounts of matters that have had a material impact on reported operations, as well as matters that are
reasonably likely based on management’s assessment to have a material impact on future operations.

This MD&A is designed to provide a reader of our financial statements with a narrative from the perspective of management.
Our MD&A is divided into seven sections:

* Basis of Presentation

*  Overview

*  Results of Operations

*  Financial Instruments and Risk Management
* Liquidity and Capital Resources

e Critical Accounting Estimates

*  New Accounting Standards

The following MD&A should be read together with Part I, “Item 1A. Risk Factors” and the accompanying Consolidated and
Combined Financial Statements and Notes to Consolidated and Combined Financial Statements (“Notes”) included in Item 8.
of this Form 10-K. The MD&A for 2022 and 2021 is included in “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Results of Operations” of the Company’s Information Statement filed as Exhibit 99.1 to
the Company’s Current Report on Form 8-K with the Securities and Exchange Commission on October 2, 2023. The MD&A
includes forward-looking statements. For a discussion of important factors that could cause actual results to differ materially
from the results referred to in these forward-looking statements, see “Information Relating to Forward-Looking Statements.”

BASIS OF PRESENTATION

The accompanying Consolidated and Combined Financial Statements present our historical financial position, results of
operations, changes in equity and cash flows in accordance with generally accepted accounting principles in the United States
(“GAAP”). The Combined Financial Statements for periods prior to the Separation were derived from Danaher’s consolidated
financial statements and accounting records and prepared in accordance with GAAP for the preparation of carved-out combined
financial statements. Through the date of the Separation, all revenues and costs as well as assets and liabilities directly
associated with Veralto have been included in the Combined Financial Statements. Prior to the Separation, the Combined
Financial Statements also included allocations of certain general, administrative, sales and marketing expenses and cost of sales
from Danaher’s corporate office and from other Danaher businesses to the Company and allocations of related assets, liabilities,
and the Former Parent’s investment, as applicable. The allocations were determined on a reasonable basis; however, the
amounts are not necessarily representative of the amounts that would have been reflected in the financial statements had the
Company been an entity that operated independently of Danaher during the applicable periods. Related party allocations prior
to the Separation, including the method for such allocation, are discussed further in Note 18 to the Consolidated and Combined
Financial Statements.

Following the Separation, the Consolidated Financial Statements include the accounts of Veralto and those of our wholly-
owned subsidiaries and no longer include any allocations from Danaher.

These Consolidated and Combined Financial Statements may not be indicative of our results had we been a separate stand-
alone entity throughout the periods presented, nor are the results stated herein indicative of what our financial position, results
of operations and cash flows may be in the future.
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OVERVIEW
General

Refer to “Item 1. Business” for a discussion of Veralto’s strategic objectives and methodologies for delivering long-term
shareholder value. Veralto is a multinational business with global operations. During 2023, approximately 57% of Veralto’s
sales were derived from customers outside the United States. As a diversified, global business, Veralto’s operations are
affected by worldwide, regional and industry-specific economic and political factors. Veralto’s geographic and industry
diversity, as well as the range of its products and services, help limit the impact of any one industry or the economy of any
single country on its consolidated operating results. The Company’s individual businesses monitor key competitors and
customers, including to the extent possible their sales, to gauge relative performance and the outlook for the future.

As a result of the Company’s geographic and industry diversity, the Company faces a variety of opportunities and challenges,
including rapid technological development in most of the Company’s served markets, the expansion and evolution of
opportunities in high-growth markets, trends and costs associated with a global labor force, consolidation of the Company’s
competitors and increasing regulation. The Company operates in a highly competitive business environment in most markets,
and the Company’s long-term growth and profitability will depend in particular on its ability to identify, consummate and
integrate appropriate acquisitions and identify and consummate appropriate investments and strategic partnerships, develop
innovative and differentiated new products and services with higher gross profit margins, expand and improve the effectiveness
of the Company’s sales force, continue to reduce costs and improve operating efficiency and quality, effectively address the
demands of an increasingly regulated global environment and expand its business in high-growth geographies and high-growth
market segments. The Company is making significant investments, organically and through acquisitions and investments, to
address the rapid pace of technological change in its served markets and to globalize its manufacturing, research and
development and customer-facing resources (particularly in high-growth markets) to be responsive to the Company’s customers
throughout the world and improve the efficiency of the Company’s operations. The Company defines high-growth markets as
developing markets of the world experiencing extended periods of accelerated growth in gross domestic product and
infrastructure which encompass all markets outside of the developed markets and consist of Eastern Europe, the Middle East,
Africa, Latin America (including Mexico) and Asia (with the exception of Japan, Australia and New Zealand). The Company
defines developed markets as all markets of the world that are not high-growth markets.

Business Performance

Consolidated revenues for the year ended December 31, 2023 increased 3.1% as compared to 2022. Core sales increased 2.6%
in 2023 compared to 2022 (for the definition of “core sales” refer to “—Results of Operations” below). The Company’s
continued investments in sales growth initiatives and the other business-specific factors referenced below contributed to core
sales growth. Acquisitions contributed 0.3% to the increase in revenues in 2023.

Geographically, the Company’s sales during 2023 in developed markets increased year-over-year by 4.3% driven by increased
sales of 4.1% in North America and 5.8% in Western Europe while high-growth markets were flat, primarily driven by year-
over-year sales increases in the majority of countries within the high-growth markets offset by low double digit sales declines in
China due to lower demand.

Geographically, the year-over-year increase in core sales was primarily driven by a 3.5% increase in developed markets and a
1.0% increase in the high-growth markets. The developed markets core sales was driven by a 4.3% increase in North America
followed by a 2.5% increase in Western Europe. The high-growth markets core sales was adversely impacted by high single
digit decreases in China.

Net earnings attributable to common stockholders for the year ended December 31, 2023 totaled approximately $839 million, or
$3.40 per diluted common share, compared to approximately $845 million, or $3.43 per diluted common share, for the year
ended December 31, 2022. The decrease in net earnings in 2023 as compared to 2022 was driven by higher operating expenses,
standalone public company costs and interest expense post separation from Danaher. Refer to “—Results of Operations™ for
further discussion of the year-over-year changes in net earnings and diluted net earnings per common share for the year ended
December 31, 2023.

For a discussion of the impact of supply chain disruptions, labor availability constraints and increased labor costs on our
businesses in 2023, please see “Item 1. Business — Materials.” For a discussion of the impact of the Russia-Ukraine conflict on
our businesses in 2022, please see “Item 1. Business — Russia-Ukraine Conflict.”

Outlook
We anticipate our 2024 results will be driven by the following expectations in each of our reportable segments:

*  Water Quality: We expect continued year-over-year growth in North America, Western Europe and Latin America,
partially offset by weakness in China.
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*  Product Quality & Innovation: We expect stabilization in the consumer packaged goods market with modest recovery
in the second half of 2024.

The Company has access to capital resources and continues to focus on profitability improvements and leveraging Veralto
Enterprise System (“VES”) to manage the anticipated impact of the challenging macroeconomic environment on our business
operations.

Our outlook for 2024 reflects our current visibility and expectations based on current market factors. Our ability to meet our
expectations are subject to numerous risks, including, but not limited to, those described in “Item 1A. Risk Factors” within this
annual report.

The COVID-19 Pandemic

Overall, the conditions related to the COVID-19 pandemic generally improved in 2023 compared to 2022 (including the
announcement on April 10, 2023 that the U.S. public health emergency related to COVID-19 ended) but conditions vary by
geography. We continue to assess the impact of any potential disruption on all aspects of our business, as well as our ability to
execute our business strategies and objectives.

For additional information on the risks of COVID-19 to the Company’s operations, refer to the section titled “Item 1A. Risk
Factors” included in this annual report.

Public Company Expenses

As a result of the separation, the Company is subject to the Sarbanes-Oxley Act and reporting requirements of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”). The Company is now required to have additional procedures and
practices as a separate public company. As a result, the Company has incurred and will continue to incur additional personnel
and corporate governance costs, such as internal and external audit, investor relations, stock administration and regulatory
compliance costs.

RESULTS OF OPERATIONS

In this report, references to the non-GAAP measures of core sales (also referred to as core revenues or sales/revenues from
existing businesses) refer to sales from continuing operations calculated according to GAAP but excluding:

» sales from acquired or divested businesses (as defined below, as applicable); and

» the impact of currency translation.

References to sales or operating profit attributable to acquisitions or acquired businesses refer to sales or operating profit, as
applicable, from acquired businesses recorded prior to the first anniversary of the acquisition less any sales and operating profit,
during the applicable period, attributable to divested product lines not considered discontinued operations. The portion of
revenue attributable to currency translation is calculated as the difference between:

» the period-to-period change in revenue (excluding sales from acquired/divested businesses (as defined above, as
applicable)); and

*  the period-to-period change in revenue (excluding sales from acquired/divested businesses (as defined above, as
applicable)) after applying current period foreign exchange rates to the prior year period.

Core sales growth should be considered in addition to, and not as a replacement for or superior to, sales growth, and may not be
comparable to similarly titled measures reported by other companies. Management believes that reporting these non-GAAP
financial measures provides useful information to investors by helping identify underlying growth trends in the Company’s
business and facilitating comparisons of the Company’s revenue performance with its performance in prior and future periods
and to the Company’s peers. Management also uses these non-GAAP financial measures to measure the Company’s operating
and financial performance and uses core sales growth as one of the performance measures in the Company’s executive short-
term cash incentive program. The Company excludes the effect of currency translation from these measures because currency
translation is not under management’s control, is subject to volatility and can obscure underlying business trends, and excludes
the effect of acquisitions and divestiture-related items because the nature, size, timing and number of acquisitions and
divestitures can vary dramatically from period-to-period and between the Company and its peers and can also obscure
underlying business trends and make comparisons of long-term performance difficult.

Throughout this discussion, references to sales growth or decline refer to the impact of both price and unit sales and references
to productivity improvements generally refer to improved cost efficiencies resulting from the ongoing application of VES.
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Sales Growth and Core Sales Growth

2023 vs. 2022 2022 vs. 2021
Total sales growth GAAP 3.1 % 3.6 %
Impact of:
Acquisitions/divestitures (0.3)% 0.4 %
Currency exchange rates (0.2)% 4.1 %
Core sales growth (non-GAAP) 2.6 % 8.1 %

2023 Sales Compared to 2022

Total sales increased 3.1% on a year-over-year basis in 2023 primarily as a result of a 2.6% increase in core sales resulting from
the factors discussed below by segment. The impact of changes in currency exchange rates and acquisitions remained
essentially flat on a year-over-year basis in 2023.

Business Segments

Sales by business segment for the years ended December 31 are as follows ($ in millions):

2023 2022 2021
Water Quality $ 3,039 § 2,887 $ 2,669
Product Quality & Innovation 1,982 1,983 2,031
Total $ 5021 § 4,870 $ 4,700

Sales and operating profit at the business segment level are discussed in detail below. For information regarding the
Company’s sales by geographical region, refer to Note 4 to the Consolidated and Combined Financial Statements.

Cost of Sales and Gross Profit
Year Ended December 31

($ in millions) 2023 2022 2021

Sales $ 5,021 $ 4,870 $ 4,700
Cost of sales (2,120) (2,110) (1,987)
Gross profit $ 2,901 $ 2,760 $ 2,713
Gross profit margin 57.8 % 56.7 % 57.7 %

Cost of sales increased $10 million, or 0.5%, during 2023 as compared with 2022, due primarily to the impact of higher year-
over-year labor costs partially offset by lower material costs.

Gross profit margins increased 110 basis points on a year-over-year basis during 2023 as compared to 2022. Gross profit
margins were impacted by positive pricing actions discussed below and to a lesser extent lower material costs, partially offset
by the impacts from foreign currency exchange rates and higher labor costs.

Operating Expenses

Year Ended December 31
($ in millions) 2023 2022 2021
Sales $ 5,021 $ 4,870 $ 4,700
Selling, general and administrative (“SG&A”) expenses (1,536) (1,431) (1,428)
Research and development (“R&D”) expenses (225) (217) (244)
SG&A as a % of sales 30.6 % 29.4 % 30.4 %
R&D as a % of sales 4.5 % 4.5 % 52 %

SG&A expenses as a percentage of sales increased 120 basis points on a year-over-year basis for 2023 compared with 2022.
The percentage increase was driven primarily by the increase in the Company’s SG&A expenses exceeding the increase in the
Company’s sales, resulting from investments in sales and marketing growth initiatives, intangible asset impairments and
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increased labor costs as well as the costs to operate as a stand-alone company. Intangible asset impairment charges totaling
$12 million in 2023, net of $9 million intangible asset impairment charges in 2022 increased SG&A expenses as a percentage

of sales.

R&D expenses as a percentage of sales in 2023 was flat compared with 2022. The increase in R&D expense in 2023 was
primarily attributable to select projects within the Water Quality segment.

Operating Profit Performance

Operating profit margins were 22.7% for the year ended December 31, 2023 as compared to 22.8% in 2022. The following
factors impacted year-over-year operating profit margin comparisons.

2023 vs. 2022 operating profit margin comparisons were unfavorably impacted by:

*  The impact of Argentine Peso devaluation on operations within the Product Quality & Innovation segment - 55 basis

points

* 2023 impairment charge related to customer relationships and a trade name in the Product Quality & Innovation
segment, net of 2022 impairment charge related to technology and customer relationships in the Water Quality

segment - 20 basis points

»  Costs incurred as a result of the separation from Danaher - 15 basis points

2023 vs. 2022 operating profit margin comparisons were favorably impacted by:

e The impact of higher 2023 core sales - 45 basis points

e 2022 impairments of accounts receivable and inventory - 20 basis points

» The incremental net accretive effect of businesses acquired in 2022 on the current period - 15 basis points

WATER QUALITY

The Company’s Water Quality segment provides proprietary precision instrumentation, consumables, software, services and
advanced water treatment technologies to help measure, analyze and treat the world’s water in municipal, industrial,

commercial, residential, research and natural resource applications.

Water Quality Selected Financial Data

(8 in millions)

Sales

Operating profit

Depreciation

Amortization of intangible assets
Operating profit as a % of sales
Depreciation as a % of sales
Amortization as a % of sales

Sales Growth and Core Sales Growth

Total sales growth GAAP

Impact of:
Acquisitions/divestitures
Currency exchange rates

Core sales growth (non-GAAP)

Year Ended December 31
2023 2022 2021
$ 3,039 $ 2,887 $ 2,669
730 668 584
24 24 27
21 22 27
24.0 % 23.1 % 21.9 %
0.8 % 0.8 % 1.0 %
0.7 % 0.8 % 1.0 %
2023 vs. 2022 2022 vs. 2021
53 % 8.1 %
—% — %
0.2)% 3.5 %
5.1 % 11.6 %
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2023 Sales Compared to 2022

In 2023, total Water Quality segment sales increased 5.3% primarily as a result of increased core sales growth, which refers to
the impact of both price and unit sales, driven by the factors discussed below. Additionally, the impact of currency translation
increased reported sales 0.2% in 2023. Geographically, the increase in reported sales was driven by North America, which
increased 6.5% offset by low-double digit decreases in China.

Core sales in the Water Quality segment increased 5.1% year-over-year compared to the comparable period of 2022. Price
increases in the segment contributed 5.4% sales growth during 2023 as compared with 2022.

Geographically, the year-over-year increase in core sales was driven by North America, Western Europe and the high-growth
markets, which increased 6.9%, 4.9% and 2.9%, respectively. The high-growth markets core sales increase was impacted by
high single digit decreases in China. The increase in core sales was driven primarily by the chemical treatment solutions
business and to a lesser extent by the analytical instrumentation business. Year-over-year core sales in the chemical treatment
solutions business increased 9.0% as a result of higher core sales across all major served end-markets. Core sales in the
analytical instrumentation business increased 3.2% driven primarily by higher core sales in the municipal and industrial end-
markets. Core sales in the ultraviolet water disinfection and filtration business increased 4.5% in 2023, driven primarily by the
municipal end-market.

Operating Profit Performance

Operating profit margins were 24.0% for the year ended December 31, 2023 as compared to 23.1% in 2022. The following
factors impacted year-over-year operating profit margin comparisons:

2023 vs. 2022 operating profit margin comparisons were favorably impacted by:

e Higher 2023 core sales and incremental year-over-year cost savings associated with material costs, net of the impact of
product mix and incremental year-over-year costs associated with labor and sales and marketing growth initiatives - 65
basis points

* 2022 impairments of accounts receivable and inventory - 30 basis points

2023 vs. 2022 operating profit margin comparisons were unfavorably impacted by:

*  Costs incurred as a result of the separation from Danaher - 5 basis points

PRODUCT QUALITY & INNOVATION

The Company’s Product Quality & Innovation segment provides instruments, consumables, software and services for various
marking and coding, traceability, printing, packaging design and quality management, packaging converting and color and
appearance management applications for consumer packaged goods and industrial products.

Product Quality & Innovation Selected Financial Data

Year Ended December 31

($ in millions) 2023 2022 2021

Sales $ 1,982 $ 1,983 $ 2,031
Operating profit 472 488 496
Depreciation 15 16 17
Amortization of intangible assets 27 28 35
Operating profit as a % of sales 23.8 % 24.6 % 24.4 %
Depreciation as a % of sales 0.8 % 0.8 % 0.8 %
Amortization as a % of sales 1.4 % 1.4 % 1.7 %
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Sales Growth (Decline) and Core Sales Growth (Decline)

2023 vs. 2022 2022 vs. 2021
Total sales growth (decline) GAAP — % (2.4)%
Impact of:
Acquisitions/divestitures 0.7)% 1.0 %
Currency exchange rates (0.3)% 5.0 %
Core sales (decline) growth (non-GAAP) (1.0)% 3.6 %

2023 Sales Compared to 2022

In 2023, total Product Quality & Innovation segment sales were flat, as a decline in core sales was offset by the impact of
currency translation and acquisitions, which increased reported sales by 0.7% and 0.3%, respectively. Geographically,
reported sales increased by 4.5% in Western Europe and 6.8% in Latin America offset by decreases across the majority of other
geographies.

Core sales in the Product Quality & Innovation segment decreased 1.0% year-over-year. Price increases in the segment
contributed 2.0% sales growth during 2023 as compared with 2022.

Geographically, the year-over-year decrease in core sales was driven by North America and the high-growth markets, which
decreased 1.9% and 1.0%. The decrease in the high growth markets was driven by high single digit decreases in China partially
offset by mid single digit increases in Latin America. Additionally, core sales in Western Europe grew 0.3% year-over-year.
The year-over-year decrease in core sales was 0.9% in the marking and coding business and 1.2% in the packaging and color
solutions products and services business.

Operating Profit Performance

Operating profit margins were 23.8% for the year ended December 31, 2023 as compared to 24.6% in 2022. The following
factors impacted year-over-year operating profit margin comparisons.

2023 vs. 2022 operating profit margin comparisons were unfavorably impacted by:

*  The impact of Argentine Peso devaluation on operations - 145 basis points
» 2023 impairment charge related to customer relationships and a trade name - 60 basis points
e Costs incurred as a result of the separation from Danaher - 5 basis points

2023 vs. 2022 operating profit margin comparisons were favorably impacted by:

*  Savings from restructuring actions, lower material costs net of lower 2023 core sales - 90 basis points

*  The incremental net accretive effect of businesses acquired in 2022 on the current period - 35 basis points
» 2022 impairments of accounts receivable and inventory in Russia - 5 basis points

NONOPERATING INCOME (EXPENSE)

During 2023, the Company recorded an impairment of $15 million related to an equity method investment, which is reflected in
nonoperating income (expense). Refer to Note 7 to the Consolidated and Combined Financial Statements.

INTEREST COSTS

Interest expense was $30 million for 2023 as compared to $0 million in 2022, due to the Separation and the Company incurring
debt for the first time in 2023.

For a further description of the Company’s debt as of December 31, 2023, refer to Note 12 to the Consolidated and Combined
Financial Statements.
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INCOME TAXES

General

Income tax expense and deferred tax assets and liabilities reflect management’s assessment of future taxes expected to be paid
on items reflected in the Company’s Consolidated and Combined Financial Statements. The Company records the tax effect of
discrete items and items that are reported net of their tax effects in the period in which they occur.

The Company’s effective tax rate can be impacted by changes in the mix of earnings in countries with different statutory tax
rates, changes in the valuation of deferred tax assets and liabilities, accruals related to contingent tax liabilities and period-to-
period changes in such accruals, the results of audits and examinations of previously filed tax returns (as discussed below), the
expiration of statutes of limitations, the implementation of tax planning strategies, tax rulings, court decisions, and changes in
tax laws and regulations, and legislative policy changes (for example, any changes that may result from the OECD’s initiative
on Base Erosion, Profit Shifting and Pillar 2). For a description of the tax treatment of earnings that are planned to be reinvested
indefinitely outside the United States, refer to “Liquidity and Capital Resources” below.

The following table summarizes the Company’s effective tax rate:

Year Ended December 31
2023 2022 2021
Effective tax rate 23.4 % 24.1 % 17.8 %

The Company’s effective tax rate for 2023 differs from the U.S. federal statutory rate of 21.0% due principally to the
Company’s earnings outside the United States that are taxed at rates different than the U.S. federal statutory rate, and state
taxes, partially offset by net discrete tax benefits of $12 million. The net discrete tax benefits related primarily to excess tax
benefits from stock-based compensation.

The Company’s effective tax rate for 2022 differs from the U.S. federal statutory rate of 21.0% due principally to the
Company’s earnings outside the United States that are taxed at rates different than the U.S. federal statutory rate, and state
taxes, partially offset by net discrete tax benefits of $4 million. The net discrete tax benefits related primarily to excess tax
benefits from stock-based compensation, partially offset by changes in estimates associated with prior period uncertain tax
positions and audit settlements.

The Company’s effective tax rate for 2021 differs from the U.S. federal statutory rate of 21.0% due principally to net discrete
tax benefits of $65 million primarily related to the release of reserves for uncertain tax positions from the expiration of statutes
of limitation and audit settlements and excess tax benefits from stock-based compensation, partially offset by changes in
estimates associated with prior period uncertain tax positions. The impact of the net discrete tax benefits were partially offset
by the Company’s earnings outside the United States that are taxed at rates different than the U.S. federal statutory rate, state
taxes and changes in estimates associated with prior period uncertain tax positions.

The Company conducts business globally, and the Former Parent filed numerous consolidated and separate income tax returns
in the U.S. federal and state and non-U.S. jurisdictions. The non-U.S. countries in which the Company has a significant
presence include Belgium, Brazil, Canada, China, Germany, Netherlands and the United Kingdom. Excluding these non-U.S.
jurisdictions, the Company believes that a change in the statutory tax rate of any individual non-U.S. country would not have a
material effect on the Company’s Combined Financial Statements given the geographic dispersion of the Company’s income.

The Company is routinely examined by various domestic and international taxing authorities. In connection with the
Separation, the Company entered into certain agreements with Danaher, including a tax matters agreement. The tax matters
agreement distinguishes between the treatment of tax matters for “Joint” filings compared to “Separate” filings prior to the
Separation. “Joint” filings involve legal entities, such as those in the United States, that include operations from both Danaher
and the Company. By contrast, “Separate” filings involve certain entities (primarily outside of the United States) that
exclusively include either Danaher’s or the Company’s operations, respectively. In accordance with the tax matters agreement,
Danaher is liable for and has indemnified the Company against all income tax liabilities involving “Joint” filings for periods
prior to the Separation. The Company remains liable for certain pre-Separation income tax liabilities including those related to
the Company’s “Separate” filings.

The amount of income taxes the Company pays is subject to ongoing audits by federal, state and foreign tax authorities, which
often result in proposed assessments. Management performs a comprehensive review of its global tax positions on a quarterly
basis. Based on these reviews, the results of discussions and resolutions of matters with certain tax authorities, tax rulings and
court decisions and the expiration of statutes of limitations, reserves for contingent tax liabilities are accrued or adjusted, as
necessary. For a discussion of risks related to these and other tax matters, refer to “Item 1A. Risk Factors”.

36



COMPREHENSIVE INCOME

Comprehensive income increased by $61 million in 2023 as compared to 2022, primarily driven by gains from foreign currency
translation adjustments offset by unrealized losses on a net investment hedge. The Company recorded a foreign currency
translation gain of $29 million in 2023 primarily driven by the weakening of the U.S. dollar against most major currencies in
the period compared to a loss of $100 million in 2022 primarily driven by the strengthening of the U.S. dollar against the euro,
Canadian dollar and the British pound in 2022. The Company recorded a pension and postretirement plan benefit loss of $15
million in 2023 compared to a gain of $33 million in 2022. The Company recorded losses from net investment hedge
adjustments related to the Company’s long-term debt in 2023 of $14 million.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Company is exposed to market risk from changes in interest rates, foreign currency exchange rates, equity prices and
commodity prices as well as credit risk, each of which could impact its Consolidated and Combined Financial Statements. The
Company generally addresses its exposure to these risks through its normal operating and financing activities. The Company
may also use derivative financial instruments to manage foreign exchange risks and interest rate risks. In addition, the
Company’s broad-based business activities help to reduce the impact that volatility in any particular area or related areas may
have on its financial statements as a whole.

Interest Rate Risk

The Company manages interest cost using a mixture of fixed-rate and at times variable-rate debt. A change in interest rates on
fixed-rate debt impacts the fair value of the debt but not the Company’s earnings or cash flow because the interest on such debt
is fixed. Generally, the fair market value of fixed-rate debt will increase as interest rates fall and decrease as interest rates rise.
As of December 31, 2023, an increase of 100 basis points in interest rates would have decreased the fair value of the
Company’s fixed-rate long-term debt by approximately $149 million.

Currency Exchange Rate Risk

The Company faces transactional exchange rate risk from transactions with customers in countries outside the United States and
from intercompany transactions between affiliates. Transactional exchange rate risk arises from the purchase and sale of goods
and services in currencies other than the Company’s functional currency or the functional currency of its applicable subsidiary.
The Company also faces translational exchange rate risk related to the translation of financial statements of its foreign
operations into U.S. dollars, the Company’s functional currency. Costs incurred and sales recorded by subsidiaries operating
outside of the United States are translated into U.S. dollars using exchange rates effective during the respective period. As a
result, the Company is exposed to movements in the exchange rates of various currencies against the U.S. dollar. In particular,
the Company has more sales in European currencies than it has expenses in those currencies. Therefore, when European
currencies strengthen or weaken against the U.S. dollar, operating profits are increased or decreased, respectively. The effect of
a change in currency exchange rates on the Company’s net investment in non-U.S. subsidiaries is reflected in the accumulated
other comprehensive income (loss) component of equity.

Currency exchange rates positively impacted 2023 reported sales on a year-over-year basis primarily due to the weakening of
the U.S. dollar against most major currencies during 2023. Strengthening of the U.S. dollar against other major currencies
compared to the exchange rates in effect as of December 31, 2023 would adversely impact the Company’s sales and results of
operations on an overall basis. Any further weakening of the U.S. dollar against other major currencies compared to the
exchange rates in effect as of December 31, 2023 would positively impact the Company’s sales and results of operations.

The Company has generally accepted the exposure to exchange rate movements without using derivative financial instruments
to manage this transactional exchange risk, although the Company has used foreign currency-denominated debt to hedge a
portion of its net investments in non-U.S. operations against adverse movements in exchange rates. Both positive and negative
movements in currency exchange rates against the U.S. dollar will continue to affect the reported amount of sales and net
earnings in the Company’s Consolidated and Combined Financial Statements. In addition, the Company has assets and
liabilities held in foreign currencies. A 10% depreciation in major currencies relative to the U.S. dollar as of December 31,
2023 would have reduced foreign currency-denominated net assets and equity by approximately $171 million. Refer to Note 13
to the Consolidated and Combined Financial Statements for information regarding the Company’s hedging of a portion of its
net investment in non-U.S. operations.

Commodity Price Risk

For a discussion of risks relating to commodity prices, refer to “Item 1A. Risk Factors.”
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Credit Risk

The Company is exposed to potential credit losses in the event of nonperformance by counterparties to its financial instruments.
Financial instruments that potentially subject the Company to credit risk consist of cash and temporary investments, receivables
from customers. The Company places cash and temporary investments with various high-quality financial institutions
throughout the world and exposure is limited at any one institution. Although the Company typically does not obtain collateral
or other security to secure these obligations, it does regularly monitor the third-party depository institutions that hold its cash
and cash equivalents. The Company’s emphasis is primarily on safety and liquidity of principal and secondarily on maximizing
yield on those funds.

In addition, concentrations of credit risk arising from receivables from customers are limited due to the diversity of the
Company’s customers. The Company’s businesses perform credit evaluations of their customers’ financial conditions as
deemed appropriate and also obtain collateral or other security when deemed appropriate.

The Company enters into derivative transactions infrequently and typically with high-quality financial institutions, so that
exposure at any one institution is limited.

LIQUIDITY AND CAPITAL RESOURCES

Before the Separation, the Company was dependent upon Danaher for all of its working capital and financing requirements
under Danaher’s centralized approach to cash management and financing of operations of its subsidiaries. Because the
Company was part of Danaher during the nine-month period ended September 29, 2023, only cash, cash equivalents and
borrowings clearly associated with Veralto and related to the Separation, including the financing transactions described below,
were included in the Combined Financial Statements. Other financial transactions relating to the business operations of the
Company during the period were accounted for through the Net Former Parent investment account of the Company.

As a result of the Separation, the Company no longer participates in Danaher’s cash management and financing operations.
Management assesses the Company’s liquidity in terms of its ability to generate cash to fund its operating and investing
activities. The Company continues to generate substantial cash from operating activities and believes that its operating cash
flow and other sources of liquidity will be sufficient to allow it to continue to invest in existing businesses, consummate
strategic acquisitions, make interest payments on its outstanding indebtedness, and manage its capital structure on a short and
long-term basis.

During 2023, the Company completed the following financing transactions:

* Issued approximately $2.1 billion aggregate principal amount of senior unsecured notes in three series with maturity
dates ranging from 2026 through 2033 (collectively, the “U.S. Dollar Notes”). Additionally, the Company issued
€500 million principal amount of senior unsecured notes with a maturity date of 2031.

* Entered into a credit agreement providing for a five-year unsecured revolving credit facility in an aggregate committed
amount of $1.5 billion (the “Credit Facility”). There were no outstanding amounts under the Credit Facility as of
December 31, 2023. The Credit Facility includes an alternative currency sublimit up to an amount equal to 90% of the
aggregate commitments and a $100 million swingline sublimit and provides for the issuance of swing loans. This
facility provides backing for our commercial paper program, and outstanding commercial paper directly reduces
borrowing capacity under the Credit Facility. There were no amounts outstanding under our commercial paper
program as of December 31, 2023.

These financing activities yielded net proceeds of approximately $2.6 billion, of which approximately $2.6 billion was paid to
Danaher in September 2023 as consideration for the contribution of assets to Veralto by Danaher in connection with the
Separation. Refer to Note 12 of the Consolidated and Combined Financial Statements for more information related to the
Company’s long-term indebtedness.

In connection with the issuance of the U.S. Dollar Notes, we entered into a registration rights agreement, pursuant to which we
are obligated to use commercially reasonable efforts to file with the SEC, and cause to be declared effective, a registration
statement with respect to an offer to exchange each series of Notes for registered notes with terms that are substantially
identical to the Notes of such series. Alternatively, if the exchange offers are not available or cannot be completed, we would
be required to use commercially reasonable efforts to file, and cause to be declared effective, a shelf registration statement to
cover resales of the Notes under the Securities Act. If we do not comply with these obligations, we will be required to pay
additional interest on the Notes. We expect to file the required registration statement during the second half of 2024.
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Overview of Cash Flows and Liquidity

Following is an overview of the Company’s cash flows and liquidity for the years ended December 31:

($ in millions) 2023 2022 2021

Total operating cash flows $ 963 $ 870 $ 896

Cash paid for acquisitions $ — 3 (55) $ (60)
Payments for additions to property, plant and equipment (54) (34) (54)
Proceeds from sales of property, plant and equipment 2 — —

Proceeds from sale of product lines — — 26

All other investing activities 3) — 9)
Net cash used in investing activities $ (55) $ (89) $ (97)
Proceeds from the issuance of common stock in connection with stock-

based compensation $ 4 — —

Net transfers to Former Parent (147) (781) (800)
Consideration paid to Former Parent in connection with Separation (2,600) — —

Proceeds from borrowings 2,608 — —

All other financing activities — — 1

Net cash used in financing activities $ (135) $ (781) $ (799)

*  Operating cash flows from continuing operations increased $93 million, or 11%, during 2023 as compared to 2022,
primarily due to significant decreases in cash used for working capital, the impact of deferred income taxes, net of
lower net earnings, year-over-year increases in cash outflows related to prepaid expenses and other assets and accrued
expenses and other liabilities.

*  Net cash used in investing activities consisted primarily of capital expenditures and cash paid for acquisitions and
investments, net of proceeds from the sale of property, plant and equipment, and decreased primarily as a result of
lower cash paid for acquisitions in 2023 compared to 2022. Refer to Notes 2 and 10 to the Consolidated and
Combined Financial Statements included in this Annual Report for a discussion of the Company’s acquisitions and
investments.

*  Net cash used in financing activities consisted primarily of proceeds raised from borrowings, of which $2.6 billion was
paid to Former Parent in connection with the Separation, and transfers of cash to Former Parent prior to the Separation.
Net cash used in financing activities decreased $646 million from 2023 to 2022 primarily as a result of transfers to
Former Parent significantly decreasing compared to the prior period.

Dividends

The Company’s board of directors authorized a quarterly dividend of $0.09 per share of Company common stock totaling
$22 million that was paid on January 31, 2024 to holders of record on December 29, 2023. There were no dividends paid
during 2023.

Cash and Cash Requirements

As of December 31, 2023, the Company held $762 million of cash and cash equivalents that were on deposit with financial
institutions or invested in highly liquid investment-grade debt instruments with a maturity of 90 days or less with an
approximate weighted average annual interest rate of 4.91%. Of the cash and cash equivalents, approximately $217 million
was held within the United States and approximately $545 million was held outside of the United States. The Company will
continue to have cash requirements to support general corporate purposes, which may include working capital needs, capital
expenditures, acquisitions and investments, paying interest and servicing debt, paying taxes and any related interest or penalties,
funding its restructuring activities and pension plans as required, paying dividends to shareholders, repurchasing shares of the
Company’s common stock and supporting other business needs.

The Company generally intends to use available cash and internally generated funds to meet these cash requirements, but in the
event that additional liquidity is required, the Company may also borrow under its commercial paper programs (if available) or
borrow under the Company’s Credit Facility, enter into new credit facilities and either borrow directly thereunder or use such

credit facilities to backstop additional borrowing capacity under its commercial paper programs (if available) and/or access the
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capital markets. The Company also may from time to time seek to access the capital markets to take advantage of favorable
interest rate environments or other market conditions.

Repatriation of some cash held outside the United States may be restricted by local laws. Following enactment of the Tax Cuts
and Jobs Act and the associated Transition Tax, in general, repatriation of cash to the United States can be completed with no
material incremental U.S. tax; however, repatriation of cash could subject the Company to non-U.S. taxes on distributions. The
cash that the Company’s non-U.S. subsidiaries hold for indefinite reinvestment is generally used to finance foreign operations
and investments, including acquisitions. The income taxes, if any, applicable to such earnings including basis differences in our
foreign subsidiaries are not readily determinable. As of December 31, 2023, management believes that it has sufficient sources
of liquidity to satisfy its cash needs, including its cash needs in the United States.

During 2023, the Company contributed $5 million to its defined benefit pension plans. During 2024, the Company’s cash
contribution requirements for its defined benefit pension plans are forecasted to be approximately $6 million. The ultimate
amounts to be contributed depend upon, among other things, legal requirements, underlying asset returns, the plan’s funded
status, the anticipated tax deductibility of the contribution, local practices, market conditions, interest rates and other factors.

Contractual and Other Obligations

For a description of the Company’s debt and lease obligations, commitments, and litigation and contingencies, refer to Notes 8,
12, 15 and 16 to the Consolidated and Combined Financial Statements.

Legal Proceedings

Refer to Note 16 to the Consolidated and Combined Financial Statements for information regarding legal proceedings and
contingencies, and for a discussion of risks related to legal proceedings and contingencies, refer to “Item 1A. Risk Factors.”

The Company’s amended and restated certificate of incorporation will require it to indemnify to the full extent authorized or
permitted by law any person made, or threatened to be made a party to any action or proceeding by reason of his or her service
as a director or officer of the Company, or by reason of serving at the request of the Company as a director or officer of any
other entity, subject to limited exceptions. The Company’s amended and restated by-laws will provide for similar
indemnification rights. While the Company will maintain insurance for this type of liability, a significant deductible will apply
to this coverage and any such liability could exceed the amount of the insurance coverage.

CRITICAL ACCOUNTING ESTIMATES

Management’s discussion and analysis of the Company’s financial condition and results of operations is based upon the
Company’s Consolidated and Combined Financial Statements, which have been prepared in accordance with accounting
principles generally accepted in the United States. The preparation of these financial statements requires management to make
estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of
contingent assets and liabilities. The Company bases these estimates and judgments on historical experience, the current
economic environment and on various other assumptions that are believed to be reasonable under the circumstances. Actual
results may differ materially from these estimates and judgments.

The Company believes the following accounting estimates are most critical to an understanding of its financial statements.
Estimates are considered to be critical if they meet both of the following criteria: (1) the estimate requires assumptions about
material matters that are uncertain at the time the estimate is made, and (2) material changes in the estimate are reasonably
likely from period-to-period. For a detailed discussion on the application of these and other accounting estimates, refer to Note
1 to the Consolidated and Combined Financial Statements.

Acquired Intangibles—The Company’s business acquisitions typically result in the recognition of goodwill, customer
relationships, developed technology and other intangible assets, which affect the amount of future period amortization expense
and possible impairment charges that the Company may incur. The fair values of acquired intangibles are determined using
information available near the acquisition date based on estimates and assumptions that are deemed reasonable by the
Company. Significant assumptions include the discount rates and certain assumptions that form the basis of the forecasted
results of the acquired business including earnings before interest, taxes, depreciation and amortization (“EBITDA”), revenue,
revenue growth rates, royalty rates and technology obsolescence rates. These assumptions are forward looking and could be
affected by future economic and market conditions. The Company engages third-party valuation specialists who review the
Company’s critical assumptions and calculations of the fair value of acquired intangible assets in connection with significant
acquisitions. Refer to Notes 1, 2 and 9 to the Consolidated and Combined Financial Statements for a description of the
Company’s policies relating to goodwill, acquired intangibles and acquisitions.
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In performing its goodwill impairment testing, the Company estimates the fair value of its reporting units primarily using a
market-based approach which relies on current trading multiples of forecasted EBITDA for peer companies and recent
transactions for comparable companies operating in businesses similar to each of the Company’s reporting units to calculate an
estimated fair value of each reporting unit. In evaluating the estimates derived by the market-based approach, management
makes judgments about the relevance and reliability of the multiples by considering factors unique to its reporting units,
including operating results, business plans, economic projections, anticipated future cash flows, as well as judgments about
recent market sale transactions of comparable companies and the comparability of selected peer companies. There are inherent
uncertainties related to these assumptions and management’s judgment in applying them to the analysis of goodwill
Impairment.

As of December 31, 2023, the Company had three reporting units for goodwill impairment testing. Reporting units resulting
from recent acquisitions generally present the highest risk of impairment. Management believes the impairment risk associated
with these reporting units generally decreases as these businesses are integrated into the Company and better positioned for
potential future earnings growth. The Company’s annual goodwill impairment analysis and the analysis after the change in the
Company’s reporting units in 2023 indicated that in all instances, the fair values of the Company’s reporting units exceeded
their carrying values and consequently did not result in an impairment charge. The excess of the estimated fair value over
carrying value (expressed as a percentage of carrying value for the respective reporting unit) for each of the Company’s
reporting units as of the annual testing date ranged from approximately 150% to approximately 750%. To evaluate the
sensitivity of the fair value calculations used in the goodwill impairment test, the Company applied a hypothetical 10% decrease
to the fair values of each reporting unit and compared those hypothetical values to the reporting unit carrying values. Based on
this hypothetical 10% decrease, the excess of the estimated fair value over carrying value (expressed as a percentage of carrying
value for the respective reporting unit) for each of the Company’s reporting units ranged from approximately 125% to
approximately 670%.

The Company reviews identified intangible assets for impairment whenever events or changes in circumstances indicate that the
related carrying amounts may not be recoverable. Determining whether an impairment loss occurred for finite-lived intangibles
requires a comparison of the carrying amount to the sum of undiscounted cash flows expected to be generated by the asset.
These analyses require management to make judgments and estimates about future revenues, expenses, market conditions and
discount rates related to these assets. Indefinite-lived intangibles are subject to impairment testing at least annually or more
frequently if events or changes in circumstances indicate that potential impairment exists. Determining whether an impairment
loss occurred for indefinite-lived intangible assets involves calculating the fair value of the indefinite-lived intangible assets and
comparing the fair value to their carrying value. If the fair value is less than the carrying value, the difference is recorded as an
impairment loss. Refer to Note 9 to the Consolidated and Combined Financial Statements for a description of intangible assets
impairment charges recorded during 2023.

If actual results are not consistent with management’s estimates and assumptions, goodwill and other intangible assets may be
overstated and a charge would need to be taken against net earnings which would adversely affect the Company’s financial
statements. Historically, the Company’s estimates of goodwill and intangible assets have been materially correct.

Contingent Liabilities—As discussed in “Item 3. Legal Proceedings” and Note 16 to the Consolidated and Combined Financial
Statements, the Company is, from time to time, subject to a variety of litigation and similar contingent liabilities incidental to its
business (or the business operations of previously owned entities). The Company recognizes a liability for any legal
contingency or contract settlement expense that is known or probable of occurrence and reasonably estimable. These
assessments require judgments concerning matters such as litigation developments and outcomes, the anticipated outcome of
negotiations, the number of future claims, the cost of both pending and future claims and the value of the elements in the
outcome. In addition, because most contingencies are resolved over long periods of time, liabilities may change in the future
due to various factors, including those discussed in Note 16 to the Consolidated and Combined Financial Statements. If the
reserves established by the Company with respect to these contingent liabilities are inadequate, the Company would be required
to incur an expense equal to the amount of the loss incurred in excess of the reserves, which would adversely affect the
Company’s financial statements.

Income Taxes—For a description of the Company’s income tax accounting policies, refer to Notes 1 and 6 to the Consolidated
and Combined Financial Statements. The Company establishes valuation allowances for its deferred tax assets if it is more
likely than not that some or all of the deferred tax asset will not be realized. This requires management to make judgments and
estimates regarding: (1) the timing and amount of the reversal of taxable temporary differences, (2) expected future taxable
income and (3) the impact of tax planning strategies. Future changes to tax rates would also impact the amounts of deferred tax
assets and liabilities and could have an adverse impact on the Company’s financial statements.

The Company provides for unrecognized tax benefits when, based upon the technical merits, it is “more likely than not” that an
uncertain tax position will not be sustained upon examination. Judgment is required in evaluating tax positions and determining
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income tax provisions. The Company re-evaluates the technical merits of its tax positions and may recognize an uncertain tax
benefit in certain circumstances, including when: (1) a tax audit is completed; (2) applicable tax laws change, including a tax
case ruling or legislative guidance; or (3) the applicable statute of limitations expires.

In addition, certain of the Company’s tax returns are currently under review by tax authorities (refer to “—Results of
Operations—Income Taxes” and Note 6 to the Consolidated and Combined Financial Statements). Management believes the
positions taken in these returns are in accordance with the relevant tax laws. However, the outcome of these audits is uncertain
and could result in the Company being required to record charges for prior year tax obligations which could have a material
adverse impact to the Company’s financial statements, including its effective tax rate.

Corporate Allocations—Prior to the Separation, we operated as part of Danaher and not as a separate, publicly traded company.
Accordingly, certain shared costs have been allocated to us and are reflected as expenses in the accompanying Combined
Financial Statements. We consider the allocation methodologies used to be reasonable and appropriate reflections of the related
expenses attributable to us for purposes of the carve-out financial statements; however, the expenses reflected in these financial
statements may not be indicative of the actual expenses that would have been incurred during the periods presented if we had
operated as a separate stand-alone entity. In addition, the expenses reflected in the financial statements may not be indicative of
expenses that will be incurred in the future by us. Refer to Note 18 to the Consolidated and Combined Financial Statements for
a description of our corporate allocations and related-party transactions.

NEW ACCOUNTING STANDARDS

For a discussion of the new accounting standards impacting the Company, refer to Note 1 to the Consolidated and Combined
Financial Statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The information required by this item is included under “Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations.”
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of Veralto Corporation

Opinion on the Financial Statements

We have audited the accompanying consolidated and combined balance sheets of Veralto Corporation (the
Company) as of December 31, 2023 and 2022, the related consolidated and combined statements of earnings,
comprehensive income, equity and cash flows for each of the three years in the period ended December 31, 2023,
and the related notes and financial statement schedule listed in the Index at ltem 15(a) (collectively referred to as
the “consolidated and combined financial statements”). In our opinion, the consolidated and combined financial
statements present fairly, in all material respects, the financial position of the Company at December 31, 2023 and
2022, and the results of its operations and its cash flows for each of the three years in the period ended December
31, 2023, in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered with
the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations
of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. As part of our audits we are required to obtain an
understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits
also included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable
basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of the financial
statements that was communicated or required to be communicated to the audit committee and that: (1) relates to
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of the critical audit matter does not alter in any way our
opinion on the consolidated and combined financial statements, taken as a whole, and we are not, by
communicating the critical audit matter below, providing separate opinion on the critical audit matter or on the
account or disclosure to which it relates.
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Description of
the Matter

How We
Addressed the
Matter in Our
Audit

Goodwill Impairment

As discussed in Note 1 and Note 9 to the consolidated and combined financial
statements, goodwill is tested for impairment at least annually at the reporting unit
level. Total goodwill as of December 31, 2023 was $2.5 billion. To estimate the fair
value of each reporting unit, the Company used a market approach based on a
multiples of earnings before interest, taxes, depreciation and amortization (EBITDA)
derived from peer companies and recent market sale transactions of comparable
companies.

Auditing management’s goodwill impairment test for the Company’s reporting units
was challenging and judgmental due to the estimation required to determine the fair
value of the reporting units. In particular, the fair value estimates related to significant
assumptions, such as the determination of the valuation methodology, the
identification of peer companies to derive the EBITDA multiples, and the assessment
of recent market sale transactions of comparable companies, involved a high degree
of management judgment.

To test the estimated fair value of the Company’s reporting units, our audit
procedures included, among others, assessing the valuation methodology and
testing the significant assumptions used in the Company’s analyses, as well as
testing the completeness and accuracy of the underlying data. For example, we
compared the significant assumptions to current third-party industry and economic
data, and to the historical results of the Company’s reporting units. We performed
sensitivity analyses of significant assumptions to evaluate the changes in the fair
values of the reporting units that would result from changes in key assumptions. We
also involved internal valuation specialists to assist in our evaluation of the
methodology and significant assumptions used by the Company. In addition, we
tested management’s reconciliation of the fair values of its reporting units to the
market capitalization of the Company.

/s/ Ernst & Young LLP

We have served as the Company’s auditor since 2022.

Boston, Massachusetts

February 28, 2024
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VERALTO CORPORATION
CONSOLIDATED AND COMBINED BALANCE SHEETS
($ in millions, except per share amount)

As of December 31

2023 2022
ASSETS
Current assets:
Cash and equivalents $ 762 $ —
Trade accounts receivable, less allowance for doubtful accounts of $36 as of
December 31, 2023 and $34 as of December 31, 2022 826 816
Inventories 297 345
Prepaid expenses and other current assets 188 119
Total current assets 2,073 1,280
Property, plant and equipment, net 262 247
Other long-term assets 398 343
Goodwill 2,533 2,476
Other intangible assets, net 427 479
Total assets $ 5,693 $ 4,825
LIABILITIES AND EQUITY
Current liabilities:
Trade accounts payable $ 431 $ 440
Accrued expenses and other liabilities 834 683
Total current liabilities 1,265 1,123
Other long-term liabilities 410 462
Long-term debt 2,629 —
Equity:
Preferred stock, $0.01 par value, as of December 31, 2023 and December 31, 2022, 15
million and 100 shares authorized, respectively; and 0 shares issued and outstanding as of
both dates — —
Common stock - $0.01 par value, as of December 31, 2023 and December 31, 2022, 1.0
billion shares and 100 shares authorized, respectively; and 246.4 million shares and 100
shares issued and outstanding, respectively 2 —
Net Former Parent investment — 4,189
Additional paid-in capital 2,157 —
Retained earnings 178 —
Accumulated other comprehensive loss (954) (954)
Total Veralto equity 1,383 3,235
Noncontrolling interests 6 5
Total equity 1,389 3,240
Total liabilities and equity $ 5,093 $ 4,825

See the accompanying Notes to the Consolidated and Combined Financial Statements.
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VERALTO CORPORATION
CONSOLIDATED AND COMBINED STATEMENTS OF EARNINGS
($ and shares in millions, except per share amounts)

Year Ended December 31

2023 2022 2021

Sales $ 5021 $ 4,870 $ 4,700
Cost of sales (2,120) (2,110) (1,987)
Gross profit 2,901 2,760 2,713
Operating costs:

Selling, general and administrative expenses (1,536) (1,431) (1,428)

Research and development expenses (225) (217) (244)
Operating profit 1,140 1,112 1,041
Nonoperating income (expense):

Other income (expense), net (14) 1 6

Interest expense, net (30) — —
Earnings before income taxes 1,096 1,113 1,047
Income taxes (257) (268) (186)
Net earnings $ 839 § 845 $ 861
Net earnings per common share:

Basic $ 341 $ 343 8§ 3.50

Diluted $ 340 $ 343 § 3.50
Average common stock and common equivalent shares outstanding:

Basic 246.4 246.3 246.3

Diluted 246.8 246.3 246.3

See the accompanying Notes to the Consolidated and Combined Financial Statements.
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VERALTO CORPORATION

CONSOLIDATED AND COMBINED STATEMENTS OF COMPREHENSIVE INCOME

Net earnings

($ in millions)

Other comprehensive income (loss), net of income taxes:

Foreign currency translation adjustments

Pension and postretirement plan benefit adjustments

Unrealized loss on net investment hedge

Total other comprehensive income (loss), net of income taxes

Comprehensive income

Year Ended December 31
2023 2022 2021
839 § 845 § 861
29 (100) (88)
(15) 33 15
(14) — —
— (67) (73)
839 § 778§ 788

See the accompanying Notes to the Consolidated and Combined Financial Statements.
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VERALTO CORPORATION
CONSOLIDATED AND COMBINED STATEMENTS OF EQUITY
($ and shares in millions)

Common Stock

Accumulated
Additional Net Former Other
Paid-In Retained Parent Comprehensive Noncontrolling
Shares Amount Capital Earnings Investment  Income (Loss) Interests

Balance, January 1, 2021 — 3 — — 3 — $ 3989 § (814) $ 4
Net earnings for the year — — — — 861 — —

Net transfers to Former
Parent — — — — (800) - _

Other comprehensive loss — — — — — (73) —

Former Parent common
stock-based award activity — — — S 34 _ _

Balance, December 31, 2021 — $ — 3 — $ — $ 4084 § (837) $ 4

Net earnings for the year — 3 — $ — § — 3 845 § — —

Net transfers to Former
Parent — — — — (781) — —

Other comprehensive loss — — — — — 67) —

Former Parent common
stock-based award activity — — — - 41 _ _

Change in noncontrolling
interests — — — — — —

Balance, December 31, 2022 — 3 — 3 — $ — $ 4189 § (954) $ 5

Net earnings for the year — 3 — 3 — 3 200 $ 639 $ — 3 —

Common stock dividends
declared — — — (22) _ _ _

Recapitalization 246.3 2 — — 2) — —

Consideration paid to
Former Parent in connection
with Separation — — — — (2,600) — —

Net transfers to Former
Parent — — — _ (147) _ _

Former Parent common
stock-based award activity — — — — 35 _ _

Noncash adjustments to
Former Parent's investment,
net — — 2,114 — (2,114) — —

Stock-based deferred

compensation award

activity — — 20 — — — —
Common stock-based award

activity — — 23 — — — —
Change in noncontrolling

interests — — — — —

Balance, December 31, 2023 2463 $ 2 % 2157 $ 178  $ — 3 (954) $ 6

See the accompanying Notes to the Consolidated and Combined Financial Statements.
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VERALTO CORPORATION

CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS

($ in millions)

Cash flows from operating activities:
Net earnings
Noncash items:
Depreciation
Amortization
Stock-based compensation expense
Gain on product line disposition
Impairment of Equity Method Investment
Change in deferred income taxes
Change in trade accounts receivable, net
Change in inventories
Change in trade accounts payable
Change in prepaid expenses and other assets
Change in accrued expenses and other liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Cash paid for acquisitions
Payments for additions to property, plant and equipment
Proceeds from sales of property, plant and equipment
Proceeds from sale of product lines
All other investing activities
Net cash used in investing activities
Cash flows from financing activities:

Proceeds from the issuance of common stock in connection with stock-
based compensation

Net transfers to Former Parent
Consideration paid to Former Parent in connection with Separation
Proceeds from borrowings
All other financing activities
Net cash used in financing activities
Effect of exchange rate changes on cash and equivalents
Net change in cash and equivalents
Beginning balance of cash and equivalents
Ending balance of cash and equivalents

Year Ended December 31
2023 2022 2021
$ 839 § 845 861
39 40 44
48 50 62
55 41 34
— — ()
15 — —
(25) (44) (11)
2 (88) (14)
52 (38) (75)
(D) 23 65
(54) ®) €2y
(7) 46 (41)
963 870 896
— (55) (60)
(54) (34) (54)
2 _ S
— — 26
(3) = ©)
(55) (89) (C0)
4 _ _
(147) (781) (800)
(2,600) — —
2,608 — —
— — 1
(135) (781) (799)
an — —
762 — —
$ 762 $ — =

See the accompanying Notes to the Consolidated and Combined Financial Statements.
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VERALTO CORPORATION
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS

NOTE 1. BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

On August 24, 2023, the Board of Directors of Danaher Corporation (“Danaher” or “Former Parent”) approved the separation
of Danaher’s Environmental & Applied Solutions segment through the pro rata distribution of all of the issued and outstanding
common stock of Veralto Corporation (“Veralto” or the “Company”) to Danaher's stockholders (the “Separation”). In
connection with the Separation, on September 20, 2023, the net assets of the Veralto businesses were contributed to Veralto, a
wholly-owned subsidiary of the Former Parent, and, as partial consideration for such contribution the Company made a cash
payment to Danaher in the amount of $2.6 billion. In addition, on September 29, 2023, the 100 shares of Veralto common
stock held by Danaher were recapitalized into 246,291,342 shares of Veralto common stock held by Danaher. All per share
amounts in the Consolidated and Combined Statements of Earnings have been retroactively adjusted to give effect to this
recapitalization.

Veralto’s Registration Statement on Form 10, as amended, was declared effective by the U.S. Securities and Exchange
Commission (“SEC”) on September 11, 2023. In connection with the Separation, on September 29, 2023, Danaher and Veralto
entered into a separation and distribution agreement as well as various other related agreements (collectively the “Agreements™)
that govern the Separation and the relationships between the parties going forward, including a transition services agreement,
employee matters agreement, tax matters agreement, an intellectual property matters agreement, a Veralto Enterprise System
(“VES”) license agreement, and a framework agreement governing certain commercial arrangements between subsidiaries of
Danaher and Veralto. In accordance with the tax matters agreement, Danaher is retaining certain net tax liabilities that are
subject to joint and several liability between Danaher and the Company with respect to the taxable periods (or portions thereof)
ended on or prior to the Separation.

Veralto completed its separation from Danaher on September 30, 2023, the first day of its fiscal fourth quarter. The Separation
was completed on such date in the form of a pro rata distribution to Danaher stockholders of record on September 13, 2023 of
all of the issued and outstanding shares of Veralto common stock held by Danaher. Each Danaher stockholder of record as of
the close of business on September 13, 2023 received one share of Veralto common stock for every three shares of Danaher
common stock held on the record date. Because September 30, 2023 was a Saturday, not a business day, the shares were
credited to “street name” stockholders through the Depository Trust Company on the first trading day thereafter, October 2,
2023. Veralto’s common stock began “regular way” trading on the New York Stock Exchange under the ticker symbol
“VLTO” on October 2, 2023.

Veralto’s unifying purpose is Safeguarding the World’s Most Vital Resources ™. Our diverse group of associates and leading
operating companies provide essential technology solutions that monitor, enhance and protect key resources around the globe.
The Company is committed to the advancement of public health and safety and believes it is positioned to support its customers
as they address large global challenges including environmental resource sustainability, water scarcity, management of severe
weather events, food and pharmaceutical security, and the impact of an aging workforce. Through its core offerings in water
analytics, water treatment, marking and coding and packaging and color, customers look to the Company’s solutions to help
ensure the safety, quality, efficiency and reliability of their products, processes and people globally. The Company operates
through two segments — Water Quality and Product Quality & Innovation. Through the Water Quality segment, the Company
improves the quality and reliability of water through its leading brands Hach, Trojan Technologies and ChemTreat. Through
the Product Quality & Innovation segment, the Company promotes consumer trust in products and helps enable product
innovation through leading brands including Videojet, Linx, Esko, X-Rite and Pantone.

Basis of Presentation—The accompanying Consolidated and Combined Financial Statements present the historical financial
position, results of operations, changes in Danaher’s equity and cash flows of the Environmental & Applied Solutions segment
of Danaher (now, the “Company” or “Veralto”) in accordance with accounting principles generally accepted in the United
States of America (“GAAP”) for the preparation of carved-out combined financial statements.

The Company historically operated as part of the Former Parent and not as a separate, publicly-traded company. The financial
statements for the periods prior to the Separation have been derived from the Former Parent’s historical accounting records and
are presented on a carve-out basis. All revenues and costs as well as assets and liabilities directly associated with the business
activity of the Company are included as a component of the Combined Financial Statements. The financial statements also
include allocations of certain general, administrative, sales and marketing expenses from the Former Parent’s corporate office to
the Company and the Former Parent’s investment, as applicable. The allocations have been determined on a reasonable basis;
however, the amounts are not necessarily representative of the amounts that would have been reflected in the financial
statements had the Company been an entity that operated independently of the Former Parent. Related-party allocations are
discussed further in Note 18.
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Following the Separation, the consolidated financial statements include the accounts of Veralto and those of our wholly-owned
subsidiaries and no longer include any allocations from Danaher. Accordingly:

»  The Consolidated Balance Sheet at December 31, 2023 consists of our consolidated balances, while the Combined
Balance Sheet at December 31, 2022 consists of the combined balances of the Veralto businesses.

*  The Consolidated and Combined Statement of Earnings and Statement of Comprehensive Income for the year ended
December 31, 2023 consist of our consolidated results for the three months ended December 31, 2023 and the
combined results of the Veralto businesses for the nine months ended September 29, 2023. The Combined Statements
of Earnings and Statements of Comprehensive Income for the years ended December 31, 2022 and 2021, consist of the
combined results of the Veralto businesses.

*  The Consolidated and Combined Statement of Equity for the year ended December 31, 2023 consists of our
consolidated activity for the three months ended December 31, 2023 and the combined activity of the Veralto
businesses for the nine months ended September 29, 2023. The Combined Statements of Equity for the years ended
December 31, 2022 and 2021, consist of the combined activity of the Veralto businesses.

*  The Consolidated and Combined Statement of Cash Flows for the year ended December 31, 2023 consists of our
consolidated results for the three months ended December 31, 2023 and the combined results of the Veralto businesses
for the nine months ended September 29, 2023. The Combined Statements of Cash Flows for the years ended
December 31, 2022 and 2021, consist of the combined results of the Veralto businesses.

Net Former Parent investment, which includes retained earnings, represents Former Parent’s interest in the recorded net assets
of the Company. All significant transactions between the Company and Former Parent have been included in the
accompanying Consolidated and Combined Financial Statements. Transactions with Former Parent are reflected in the
accompanying Consolidated and Combined Statements of Equity as “Net transfers to Former Parent” and in the accompanying
Consolidated and Combined Balance Sheets within “Net Former Parent investment.”

Before the Separation, the Company was dependent upon Danaher for all of its working capital and financing requirements
under Danaher’s centralized approach to cash management and financing of operations of its subsidiaries. Because the
Company was part of Danaher during the nine-months ended September 29, 2023, only cash, cash equivalents and borrowings
clearly associated with Veralto and related to the Separation have been included in the Combined Financial Statements. Other
financial transactions relating to the business operations of the Company during the above period were accounted for through
the Net Former Parent investment account of the Company.

The Consolidated and Combined Financial Statements may not be indicative of future performance and do not necessarily
reflect what the Consolidated and Combined Statements of Earnings, Balance Sheets and Statements of Cash Flows would have
been had the Company operated as a separate business during the periods presented.

Accounting Principles—The accompanying financial statements have been prepared in accordance with GAAP. The
Consolidated and Combined Financial Statements include the accounts of the Company and its subsidiaries. All intercompany
balances and transactions have been eliminated upon consolidation. The Consolidated and Combined Financial Statements also
reflect the impact of noncontrolling interests. Noncontrolling interests do not have a significant impact on the Company’s
consolidated results of continuing operations, therefore earnings attributable to noncontrolling interests for continuing
operations are not presented separately in the Company’s Consolidated and Combined Statements of Earnings. Earnings
attributable to noncontrolling interests have been reflected in selling, general and administrative expenses and were
insignificant in all periods presented. Reclassifications of certain prior year amounts have been made to conform to the current
year presentation.

Use of Estimates—The preparation of these financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and judgments that affect the reported amounts of assets, liabilities,
revenues and expenses, and related disclosure of contingent assets and liabilities. The Company bases these estimates on
historical experience, the current economic environment and on various other assumptions that are believed to be reasonable
under the circumstances. However, uncertainties associated with these estimates exist and actual results may differ materially
from these estimates.

Cash and Equivalents—The Company considers all highly liquid investments with a maturity of three months or less at the date
of purchase to be cash equivalents.

Accounts Receivable and Allowances for Doubtful Accounts—All trade accounts, contract and finance receivables are reported
on the accompanying Consolidated and Combined Balance Sheets adjusted for any write-offs and net of allowances for
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doubtful accounts. The allowances for doubtful accounts represent management’s best estimate of the expected future credit
losses from the Company’s trade accounts, contract and finance receivable portfolios. Determination of the allowances requires
management to exercise judgment about the timing, frequency and severity of credit losses that could materially affect the
provision for credit losses and, therefore, net earnings. The Company regularly performs detailed reviews of its portfolios to
determine if an impairment has occurred and evaluates the collectability of receivables based on a combination of various
financial and qualitative factors that may affect customers’ ability to pay, including customers’ financial condition, collateral,
debt-servicing ability, past payment experience and credit bureau information. In circumstances where the Company is aware
of a specific customer’s inability to meet its financial obligations, a specific reserve is recorded against amounts due to reduce
the recognized receivable to the amount reasonably expected to be collected. Additions to the allowances for doubtful accounts
are charged to current period earnings, amounts determined to be uncollectible are charged directly against the allowances,
while amounts recovered on previously written-off accounts increase the allowances. If the financial condition of the
Company’s customers were to deteriorate, resulting in an impairment of their ability to make payments, additional reserves
would be required. The Company does not believe that trade accounts receivable represents significant concentrations of credit
risk because of the diversified portfolio of individual customers and geographical areas. The Company’s allowance for
doubtful accounts as of December 31, 2023 reflects the Company’s best estimate of the expected future losses for its accounts
receivables; however, these estimates may change and future actual losses may differ from the Company’s estimates. The
Company will continue to monitor economic conditions and will revise the estimates of the expected future losses for accounts
receivable as necessary. The Company recorded $10 million, $9 million and $4 million of expense associated with doubtful
accounts for the years ended December 31, 2023, 2022 and 2021, respectively.

Included in the Company’s trade accounts receivable and other long-term assets as of December 31, 2023 and 2022 are $153
million and $129 million of net aggregate financing receivables, respectively. All financing receivables are evaluated for
impairment based on individual customer credit profiles.

Inventories—Inventories include the costs of material, labor and overhead. Inventories are stated at the lower of cost and net
realizable value primarily using the first-in, first-out method.

The classes of inventory as of December 31 are summarized as follows ($ in millions):

2023 2022
Finished goods $ 126 $ 145
Work in process 42 51
Raw materials 129 149
Total $ 297§ 345

Prepaid Expenses and Other Current Assets—Prepaid expenses and other current assets primarily result from advance payments
to vendors for good and services and are capitalized until the related goods are received or services are performed. Included in
the Company’s prepaid expenses and other current assets as of December 31, 2023 and 2022 are prepaid expenses of $143
million and $102 million, respectively. Also included in this account as of December 31, 2023 is a tax indemnification asset of
$38 million as a result of the separation from Danaher.

Property, Plant and Equipment—Property, plant and equipment are carried at cost. The provision for depreciation has been
computed principally by the straight-line method based on the estimated useful lives of the depreciable assets as follows:

Category Useful Life

Buildings 30 years

Leased assets and leasehold improvements Amortized over the lesser of the economic life of the asset or
the term of the lease

Machinery and equipment 3 — 10 years

Customer-leased instruments 5—10 years

Estimated useful lives are periodically reviewed and, when appropriate, changes to estimates are made prospectively.
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The classes of property, plant and equipment as of December 31 are summarized as follows ($ in millions):

2023 2022
Land and improvements $ 15 8 15
Buildings 202 199
Machinery and equipment 491 458
Customer-leased equipment 26 35
Gross property, plant and equipment 734 707
Less: accumulated depreciation (472) (460)
Property, plant and equipment, net $ 262§ 247

Investments—Investments over which the Company has a significant influence but not a controlling interest, are accounted for
using the equity method of accounting which requires the Company to record its initial investment at cost and adjust the balance
each period for the Company’s share of the investee’s income or loss and dividends paid. For securities without readily
available fair values, the Company has elected the measurement alternative to record these investments at cost and to adjust for
impairments and observable price changes with a same or similar security from the same issuer within net earnings (the “Fair
Value Alternative”). The Company made no minority investments in 2023 and 2022 and made $9 million in minority
investments in 2021. No significant realized or unrealized gains or losses were recorded in 2023, 2022 or 2021 with respect to
these investments.

Other Assets—Other assets principally include noncurrent financing receivables, noncurrent deferred tax assets, operating lease
right-of-use assets and other investments. Also included in this balance is the noncurrent portion of the tax indemnification
asset of $22 million as of December 31, 2023.

Fair Value of Financial Instruments—The Company’s financial instruments consist primarily of cash and cash equivalents,
trade accounts receivable, obligations under trade accounts payable and short and long-term debt. Due to their short-term
nature, the carrying values for cash and cash equivalents, trade accounts receivable and trade accounts payable approximate fair
value. Refer to Note 10 for the fair values of the Company’s long-term debt.

Goodwill and Other Intangible Assets—Goodwill and other intangible assets result from the Company’s acquisition of existing
businesses. In accordance with accounting standards related to business combinations, goodwill is not amortized; however,
certain finite-lived identifiable intangible assets, primarily customer relationships and acquired technology, are amortized over
their estimated useful lives. Intangible assets with indefinite lives are not amortized. The Company reviews identified
intangible assets and goodwill for impairment whenever events or changes in circumstances indicate that the related carrying
amounts may not be recoverable. The Company also tests intangible assets with indefinite lives and goodwill for impairment at
least annually. Refer to Note 9 for additional information about the Company’s goodwill and other intangible assets.

Revenue Recognition—The Company derives revenues primarily from the sale of Water Quality and Product Quality &
Innovation products and services. Revenue is recognized when control of the promised products or services is transferred to the
Company’s customers, in an amount that reflects the consideration the Company expects to be entitled to in exchange for those
products or services (the transaction price). A performance obligation is a promise in a contract to transfer a distinct product or
service to a customer and is the unit of account under Accounting Standards Codification (“ASC”) 606, Revenue from
Contracts with Customers. For equipment and consumables sold by the Company, control transfers to the customer at a point
in time. To indicate the transfer of control, the Company must have a present right to payment, legal title must have passed to
the customer, the customer must have the significant risks and rewards of ownership, and where acceptance is not a formality,
the customer must have accepted the product or service. The Company’s principal terms of sale are Free On Board (“FOB”)
Shipping Point, or equivalent, and the Company records revenue for these product sales upon transfer of control to the
customer, which may occur at shipment. For those FOB Shipping Point arrangements where risk of loss is not transferred until
delivery, the Company transfers control and records revenue upon delivery of the product to the customer. Sales arrangements
with delivery terms that are not FOB Shipping Point are not recognized upon shipment and the transfer of control for revenue
recognition is evaluated based on the associated shipping terms and customer obligations. If a performance obligation to the
customer with respect to a sales transaction remains to be fulfilled following shipment (typically installation or acceptance by
the customer), revenue recognition for that performance obligation is deferred until such commitments have been fulfilled.
Returns for products sold are estimated and recorded as a reduction of revenue at the time of sale. Customer allowances and
rebates, consisting primarily of volume discounts and other short-term incentive programs, are recorded as a reduction of
revenue at the time of sale because these allowances reflect a reduction in the transaction price. Product returns, customer
allowances and rebates are estimated based on historical experience and known trends. For extended warranty and service,
control transfers to the customer over the term of the arrangement. Revenue for extended warranty and service is recognized
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based upon the period of time elapsed under the arrangement. Revenue for other long-term contracts is generally recognized
based upon the cost-to-cost method, which measures costs incurred relative to total estimated costs, provided that the Company
meets the criteria associated with transferring control of the good or service over time.

Certain of the Company’s revenues relate to sales-type leases (“STL”) and operating-type lease (“OTL”) arrangements. Leases
are outside the scope of ASC 606 and are therefore accounted for in accordance with ASC 842, Leases. Equipment lease
revenue for STL arrangements is recognized upon lease commencement. Equipment lease revenue for OTL agreements is
recognized on a straight-line basis over the life of the lease, and the cost of customer-leased equipment is recorded within
property, plant and equipment in the accompanying Consolidated and Combined Balance Sheets and depreciated over the
equipment’s estimated useful life. Depreciation expense associated with the leased equipment under OTL arrangements is
reflected in cost of sales in the accompanying Consolidated and Combined Statements of Earnings.

For a contract with multiple performance obligations, the Company allocates the contract’s transaction price to each
performance obligation on a relative standalone selling price basis using the Company’s best estimate of the standalone selling
price of each distinct product or service in the contract. The primary method used to estimate standalone selling price is the
price observed in standalone sales to customers. Allocation of the transaction price is determined at the contracts’ inception.

Shipping and Handling—Shipping and handling costs are included as a component of cost of sales. Revenue derived from
shipping and handling costs billed to customers is included in sales.

Advertising—Advertising costs are expensed as incurred.

Research and Development—The Company conducts research and development activities for the purpose of developing new
products, enhancing the functionality, effectiveness, ease of use and reliability of the Company’s existing products and
expanding the applications for which uses of the Company’s products are appropriate. Research and development costs are
expensed as incurred.

Income Taxes—Prior to the Separation, the Company’s domestic and foreign operating results were included in the income tax
returns of the Former Parent. The Company accounted for income taxes under the separate return method. Under this
approach, the Company determined its deferred tax assets and liabilities and related tax expense as if it filed separate tax
returns. The accompanying Combined Balance Sheet as of December 31, 2022 does not contain current income tax payable or
other long term income tax payable liabilities, with the exception of certain unrecognized tax benefits for which the Company
could reasonably be considered to be the primary obligor. The amounts are deemed settled with the Former Parent when due
and therefore are included in Former Parent’s equity.

Income taxes for the Company are accounted for under the asset and liability method. Deferred income tax assets and liabilities
are recognized for the future tax consequences attributable to differences between the carrying amounts of existing assets and
liabilities in the Consolidated and Combined Financial Statements and their respective tax basis. Deferred income tax assets
and liabilities are measured using enacted tax rates expected to be applied to taxable income in the years in which those
temporary differences are expected to be recovered or settled. Deferred income tax assets and liabilities are reported in other
assets and other liabilities in the Consolidated and Combined Balance Sheets, respectively. The effect on deferred income tax
assets and liabilities of a change in tax rates is generally recognized in income tax expense in the period that includes the
enactment date. Global Intangible Low-Taxed Income (“GILTI”) is accounted for as a current tax expense in the year the tax is
incurred.

Valuation allowances are recorded if it is more likely than not that some portion of the deferred income tax assets will not be
realized. In evaluating the need for a valuation allowance, the Company considers various factors, including the expected level
of future taxable income and available tax planning strategies. Any changes in judgment about the valuation allowance are
recorded through income tax expense and are based on changes in facts and circumstances regarding realizability of deferred
tax assets.

The Company must presume that an income tax position taken in a tax return will be examined by the relevant tax authority and
determine whether it is more likely than not that the tax position will be sustained upon examination based upon the technical
merits of the position. An income tax position that meets the more-likely-than-not recognition threshold is measured to
determine the amount of benefit to recognize in the financial statements. The Company establishes a liability for unrecognized
income tax benefits for income tax positions for which it is more likely than not that a tax position will not be sustained upon
examination by the respective taxing authority to the extent such tax positions reduce the Company’s income tax liability. The
Company recognizes interest and penalties related to unrecognized income tax benefits in income tax expense in the
Consolidated and Combined Statements of Earnings.
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Productivity Improvement and Restructuring—The Company periodically initiates productivity improvement and restructuring
activities to appropriately position the Company’s cost base relative to prevailing economic conditions and associated customer
demand as well as in connection with certain acquisitions. Costs associated with productivity improvement and restructuring
actions can include one-time termination benefits and related charges in addition to facility closure, contract termination and
other related activities. The Company records the cost of the productivity improvement and restructuring activities when the
associated liability is incurred.

Foreign Currency Translation—Exchange rate adjustments resulting from foreign currency transactions are recognized in net
earnings, whereas effects resulting from the translation of financial statements are reflected as a component of accumulated
other comprehensive income (loss). Assets and liabilities of subsidiaries operating outside the United States with a functional
currency other than U.S. dollars are translated into U.S. dollars using year end exchange rates and income statement accounts
are translated at weighted average rates. Net foreign currency transaction losses were $45 million for the year ended
December 31, 2023. Net foreign currency transaction gains or losses were not material for the years ended December 31, 2022
or 2021.

Derivative Financial Instruments—The Company is neither a dealer nor a trader in derivative instruments. The Company has
generally accepted the exposure to transactional exchange rate movements without using derivative instruments to manage this
risk. The Company has issued foreign currency denominated long-term debt as a partial hedge of its net investment in foreign
operations against adverse movements in exchange rates between the U.S. dollar and the euro. This foreign currency
denominated long-term debt issuance is designated and qualifies as a nonderivative hedging instrument. Accordingly, the
foreign currency translation of this debt instrument is recorded in accumulated other comprehensive income (loss), offsetting
the foreign currency translation adjustment of the Company’s related net investment that is also recorded in accumulated other
comprehensive income (loss). Refer to Note 13 for additional information.

Accumulated Other Comprehensive Income (Loss)—Accumulated other comprehensive income (loss) refers to certain gains
and losses that under GAAP are included in comprehensive income (loss) but are excluded from net earnings as these amounts
are initially recorded as an adjustment to equity. Foreign currency translation adjustments are generally not adjusted for income
taxes as they relate to indefinite investments in non-U.S. subsidiaries. Net investment hedge adjustments reflect the gains or
losses on the foreign currency denominated long-term debt issuance designated as a nonderivative hedging instrument. Pension
and postretirement plan benefit adjustments relate to unrecognized prior service credits and actuarial losses. Refer to Notes 13,
14 and 17 for additional information.

Loss Contingencies—The Company records a reserve for loss contingencies when it is both probable that a loss will be incurred
and the amount of the loss is reasonably estimable. The Company evaluates pending litigation and other contingencies at least
quarterly and adjusts the reserve for such contingencies for changes in probable and reasonably estimable losses. The Company
includes an estimate for related legal costs at the time such costs are both probable and reasonably estimable.

Accounting for Stock-Based Compensation—Certain employees of the Company participate in Veralto’s shared-based
compensation plans which include stock options and restricted stock units (“RSUs”). We had no stock-based compensation
plans prior to the Separation; however certain of our employees had participated in Danaher’s stock-based compensation plans
(“Danaher Plans”). The expense associated with our employees who participated in the Danaher Plans was allocated to us in
the accompanying Consolidated and Combined Statements of Earnings for the associated periods prior to the Separation.
Equity-based compensation expense is recognized net of an estimated forfeiture rate on a straight-line basis over the requisite
service period of the award, except that in the case of RSUs, compensation expense is recognized using an accelerated
attribution method. Refer to Note 17 for additional information on the stock-based compensation plans in which certain
employees of the Company participate.

Pension and Postretirement Benefit Plans—The Company measures its pension and postretirement plans’ assets and its
obligations that determine the respective plan’s funded status as of the end of the Company’s fiscal year, and recognizes an
asset for a plan’s overfunded status or a liability for a plan’s underfunded status in its balance sheet. Changes in the funded
status of the plans are recognized in the year in which the changes occur and reported in comprehensive income (loss). Refer to
Note 14 for additional information on the Company’s pension and postretirement plans including a discussion of the actuarial
assumptions, the Company’s policy for recognizing the associated gains and losses and the method used to estimate service and
interest cost components.

Accounting Standards Recently Adopted—In December 2023, the Financial Accounting Standards Board (“FASB”) issued
Accounting Standards Update (“ASU”) 2023-09, Improvements to Income Tax Disclosures, which enhances the transparency of
income tax disclosures in ASC 740, Income Taxes, primarily related to the rate reconciliation and income taxes paid
information. The ASU is effective for fiscal years beginning after December 15, 2024 and early adoption is permitted. We are
currently assessing the impact on our consolidated financial statements and related disclosures.
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In November 2023, the FASB issued ASU 2023-07, Improvements to Reportable Segment Disclosures, which improves
reportable segment disclosure requirements in ASC 280, Segment Reporting, primarily through enhanced disclosures about
significant segment expenses. The ASU is effective for fiscal years beginning after December 15, 2023 and early adoption is
permitted. We are currently assessing the impact on our consolidated financial statements and related segment disclosures.

In August 2023, the FASB issued ASU 2023-05, Business Combinations—dJoint Venture Formations (Subtopic 805-60):
Recognition and Initial Measurement. The ASU requires that a joint venture apply a new basis of accounting upon formation in
which the joint venture will recognize and initially measure its assets and liabilities at fair value (with exceptions to fair value
measurement that are consistent with the business combinations guidance). The ASU is effective prospectively for all joint
venture formations with a formation date on or after January 1, 2025, with early adoption permitted. The Company early
adopted the ASU effective September 30, 2023 on a prospective basis.

In June 2022, the FASB issued ASU No. 2022-03, Fair Value Measurement of Equity Securities Subject to Contractual Sale
Restrictions. The ASU clarifies the guidance in ASC 820, Fair Value Measurement, related to the measurement of the fair
value of an equity security subject to contractual sale restrictions and introduces disclosure requirements related to such equity
securities. The Company early adopted the ASU effective July 1, 2022 and the impact of the adoption was not significant.

In October 2021, the FASB issued ASU No. 2021-08, Accounting for Contract Assets and Contract Liabilities from Contracts
with Customers. The ASU requires companies to apply the definition of a performance obligation under ASC 606 to recognize
and measure contract assets and contract liabilities (i.e., deferred revenue) relating to contracts with customers acquired in a
business combination. Prior to the adoption of this ASU, an acquirer generally recognized assets acquired and liabilities
assumed in a business combination, including contract assets and contract liabilities arising from revenue contracts with
customers, at fair value on the acquisition date. The ASU results in the acquirer recording acquired contract assets and
liabilities on the same basis that would have been recorded by the acquiree before the acquisition under ASC 606. The ASU is
effective for fiscal years beginning after December 15, 2022, with early adoption permitted. The Company early adopted the
ASU effective January 1, 2021 and did not apply the standard to immaterial transactions that occurred in 2021. The impact of
the adoption of the ASU was not significant.

In August 2020, FASB issued ASU No. 2020-06, Accounting for Convertible Instruments and Contracts in an Entity’s Own
Equity. The ASU includes amendments to the guidance on convertible instruments and the derivative scope exception for
contracts in an entity’s own equity and simplifies the accounting for convertible instruments which include beneficial
conversion features or cash conversion features by removing certain separation models in Subtopic 470-20. Additionally, the
ASU requires entities to use the “if-converted” method when calculating diluted earnings per common share for convertible
instruments. On January 1, 2022, the Company adopted the ASU and the ASU did not have a significant impact on the
Company’s financial statements.

NOTE 2. ACQUISITIONS

The Company continually evaluates potential acquisitions that either strategically fit with the Company’s existing portfolio or
expand the Company’s portfolio into a new and attractive business area. The Company has completed a number of acquisitions
that have been accounted for as purchases and have resulted in the recognition of goodwill in the Company’s Consolidated and
Combined Financial Statements. This goodwill arises because the purchase prices for these businesses exceed the fair value of
acquired identifiable net assets due to the purchase prices reflecting a number of factors including the future earnings and cash
flow potential of these businesses, the multiple to earnings, cash flow and other factors at which similar businesses have been
purchased by other acquirers, the competitive nature of the processes by which the Company acquired the businesses, the
avoidance of the time and costs which would be required (and the associated risks that would be encountered) to enhance the
Company’s existing product offerings to key target markets and enter into new and profitable businesses and the
complementary strategic fit and resulting synergies these businesses bring to existing operations.

The Company makes an initial allocation of the purchase price at the date of acquisition based upon its understanding of the fair
value of the acquired assets and assumed liabilities. The Company obtains the information used for the purchase price
allocation during due diligence and through other sources. In the months after closing, as the Company obtains additional
information about the acquired assets and liabilities, including through tangible and intangible asset appraisals, and learns more
about the newly acquired business, it is able to refine the estimates of fair value and more accurately allocate the purchase price.
The fair values of acquired intangibles are determined based on estimates and assumptions that are deemed reasonable by the
Company. Significant assumptions include the discount rates and certain assumptions that form the basis of the forecasted
results of the acquired business including earnings before interest, taxes, depreciation and amortization (“EBITDA”), revenue,
revenue growth rates, royalty rates and technology obsolescence rates. These assumptions are forward looking and could be
affected by future economic and market conditions. The Company engages third-party valuation specialists who review the
Company’s critical assumptions and calculations of the fair value of acquired intangible assets in connection with significant
acquisitions. Only facts and circumstances that existed as of the acquisition date are considered for subsequent adjustment.
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The following briefly describes the Company’s acquisition activity for the three years ended December 31, 2023.
The Company had no acquisitions for the year ended December 31, 2023.

During 2022, the Company acquired three businesses for a total consideration of $55 million in cash, net of cash acquired and
recorded goodwill and intangible assets of $38 million and $18 million, respectively. The businesses acquired complement
existing units of the Company’s Product Quality & Innovation segment.

During 2021, the Company acquired two businesses for total consideration of $60 million in cash, net of cash acquired and
recorded goodwill and intangible assets of $48 million and $12 million, respectively. The businesses acquired complement
existing units of both of the Company’s segments.

NOTE 3. CAPITAL STOCK AND NET EARNINGS PER COMMON SHARE
Capital Stock

Under Veralto’s amended and restated certificate of incorporation, as of December 31, 2023, Veralto’s authorized capital stock
consists of 1.0 billion common shares with par value $0.01 per share and 15 million preferred shares with par value $0.01 per
share. On September 29, 2023, the 100 shares of Veralto common stock held by Danaher were recapitalized into 246,291,342
shares of Veralto common stock held by Danaher. On September 30, 2023, Danaher distributed all of Veralto’s issued and
outstanding common stock to Danaher’s stockholders. No preferred shares were issued or outstanding on December 31, 2023.
Each share of Veralto common stock entitles the holder to one vote on all matters to be voted upon by common stockholders.
Veralto’s Board of Directors (the “Board”) is authorized to issue shares of preferred stock in one or more series and has
discretion to determine the rights, preferences, privileges and restrictions, including voting rights, dividend rights, conversion
rights, redemption privileges and liquidation preferences, of each series of preferred stock. The Board’s authority to issue
preferred stock with voting rights or conversion rights that, if exercised, could adversely affect the voting power of the holders
of common stock, could potentially discourage attempts by third parties to obtain control of Veralto through certain types of
takeover practices.

Earnings per Common Share

Basic net earnings per share (“EPS”) is calculated by dividing net earnings by the weighted average number of shares of
common stock outstanding for the applicable period. Diluted EPS is computed based on the weighted average number of
common shares outstanding increased by the number of additional shares that would have been outstanding had the potentially
dilutive common shares been issued and reduced by the number of shares the Company could have repurchased with the
proceeds from the issuance of the potentially dilutive shares.

We were incorporated on October 26, 2022, accordingly, we had no shares or common equivalent shares outstanding prior to
that date. The total number of shares outstanding immediately after the recapitalization described above was 246.3 million and
is utilized for the calculation of both basic and diluted EPS for all periods prior to the Separation.

Information related to the calculation of net earnings per common share from continuing operations for the years ended
December 31 is summarized as follows ($ and shares in millions, except per share amounts):

2023 2022 2021
Numerator:
Net earnings $ 839 § 845 § 861
Denominator:
Weighted average common shares outstanding used in Basic EPS 246.4 246.3 246.3
Incremental common shares from:

Assumed exercise of dilutive options and vesting of dilutive RSUs 0.4 — —
Weighted average common shares outstanding used in Diluted EPS 246.8 246.3 246.3
Basic EPS $ 341 § 343§ 3.50
Diluted EPS $ 340 S 343 $ 3.50
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NOTE 4. REVENUE

The following table presents the Company’s revenues disaggregated by geographical region and revenue type ($ in millions).
Sales taxes and other usage-based taxes collected from customers are excluded from revenues.

Product Quality

Water Quality & Innovation Total
Year ended December 31, 2023:
Geographical region:
North America® $ 1,694 $ 659 $ 2,353
Western Europe 536 584 1,120
Other developed markets 65 53 118
High-growth markets®™ 744 686 1,430
Total $ 3,039 $ 1,982 § 5,021
Revenue type:
Recurring $ 1,727  $ 1,227 $ 2,954
Nonrecurring 1,312 755 2,067
Total $ 3,039 $ 1,982 § 5,021
Year ended December 31, 2022:
Geographical region:
North America® $ 1,590 $ 670 $ 2,260
Western Europe 500 559 1,059
Other developed markets 67 56 123
High-growth markets®™ 730 698 1,428
Total $ 2,887 $ 1,983 § 4,870
Revenue type:
Recurring $ 1,663 $ 1,196 $ 2,859
Nonrecurring 1,224 787 2,011
Total $ 2,887 $ 1,983 § 4,870
Year ended December 31, 2021:
Geographical region:
North America ) $ 1,408 $ 646 $ 2,054
Western Europe 490 609 1,099
Other developed markets 61 58 119
High-growth markets ® 710 718 1,428
Total $ 2,669 $ 2,031 $ 4,700
Revenue type:
Recurring $ 1,491 §$ 1,169 $ 2,660
Nonrecurring 1,178 862 2,040
Total $ 2,669 $ 2,031 § 4,700

@ The Company defines North America as the United States and Canada.

® The Company defines high-growth markets as developing markets of the world experiencing extended periods of accelerated growth in
gross domestic product and infrastructure which include Eastern Europe, the Middle East, Africa, Latin America (including Mexico) and Asia
(with the exception of Japan, Australia and New Zealand). The Company defines developed markets as all markets of the world that are not
high-growth markets.
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The Company sells equipment to customers as well as consumables and services, some of which customers purchase on a
recurring basis. Consumables sold for use with the equipment sold by the Company are typically critical to the use of the
equipment and are typically used on a one-time or limited basis, requiring frequent replacement in the customer’s operating
cycle. Examples of these consumables include chemistries for water testing instruments and cartridges for marking and coding
equipment. Additionally, some of the Company’s consumables are used on a standalone basis, such as water treatment
solutions. The Company separates its goods and services between those typically sold to a customer on a recurring basis and
those typically sold to a customer on a nonrecurring basis. Recurring revenue includes revenue from consumables, services and
OTLs. Nonrecurring revenue includes sales from equipment and STLs. OTLs and STLs are included in the above revenue
amounts. For the years ended December 31, 2023, 2022 and 2021, lease revenue was $86 million, $69 million and $61 million,
respectively. Service and software revenue was immaterial for all periods presented. Software revenues for point-in-time
licenses are nonrecurring while revenues for Software as a Service and over time licenses are recurring.

Remaining Performance Obligations

Remaining performance obligations represent the aggregate transaction price allocated to performance obligations with an
original contract term greater than one year which are fully or partially unsatisfied at the end of the period. Remaining
performance obligations include noncancelable purchase orders, the non-lease portion of minimum purchase commitments
under long-term consumable supply arrangements, extended warranty and service and other long-term contracts. These
remaining performance obligations do not include revenue from contracts with customers with an original term of one year or
less, revenue from long-term consumable supply arrangements with no minimum purchase requirements or revenue expected
from purchases made in excess of the minimum purchase requirements or revenue from equipment leased to customers. While
the remaining performance obligation disclosure is similar in concept to backlog, the definition of remaining performance
obligations excludes leases and contracts that provide the customer with the right to cancel or terminate for convenience with no
substantial penalty, even if historical experience indicates the likelihood of cancellation or termination is remote. Additionally,
the Company has elected to exclude contracts with customers with an original term of one year or less from remaining
performance obligations while these contracts are included within backlog.

As of December 31, 2023, the aggregate amount of the transaction price allocated to remaining performance obligations was
approximately $290 million. The Company expects to recognize revenue on approximately 42% of the remaining performance
obligations over the next 12 months, 34% over the subsequent 12 months, and the remainder recognized thereafter.

Contract Liabilities

The Company often receives cash payments from customers in advance of the Company’s performance resulting in contract
liabilities that are classified as either current or long-term in the Combined Balance Sheets based on the timing of when the
Company expects to recognize revenue. As of December 31, 2023 and 2022, contract liabilities were approximately $223
million and $206 million, respectively, and are included within accrued expenses and other liabilities and other long-term
liabilities in the accompanying Consolidated and Combined Balance Sheets. Revenue recognized during the years ended
December 31, 2023 and 2022 that was included in the opening contract liability balance was approximately $187 million and
$169 million, respectively.

NOTE 5. SEGMENT INFORMATION

The Company operates and reports its results in two separate business segments consisting of the Water Quality and Product
Quality & Innovation segments. When determining the reportable segments, the Company aggregated operating segments
based on their similar economic and operating characteristics. Operating profit represents total revenues less operating
expenses, excluding nonoperating income and expense and income taxes. Operating profit amounts in the Other segment
consist of unallocated corporate costs and other costs not considered part of management’s evaluation of reportable segment
operating performance. The identifiable assets by segment are those used in each segment’s operations. Intersegment amounts
are not significant and are eliminated to arrive at combined totals.
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Detailed segment data for the years ended December 31 is as follows ($ in millions):

Sales:

Water Quality

Product Quality & Innovation
Total

Operating profit:

Water Quality

Product Quality & Innovation
Other

Total

Identifiable assets:

Water Quality

Product Quality & Innovation
Other

Total

Depreciation and amortization of intangible assets:

Water Quality

Product Quality & Innovation
Other

Total

Capital expenditures, gross:
Water Quality

Product Quality & Innovation
Other

Total
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2023 2022 2021
3,039 2,887 2,669
1,982 1,983 2,031
5,021 4,870 4,700

730 668 584
472 488 496
(62) (44) (39)
1,140 1,112 1,041
2,508 2,544 2,550
2,289 2,281 2,290
896 — —
5,693 4,825 4,840
45 46 54
42 44 52
87 90 106
29 25 35
17 9 19

8 R _

54 34 54




Operations in Geographical Areas:

Year Ended December 31
($ in millions) 2023 2022 2021
Sales:
United States $ 2,177 $ 2,094 3 1,890
China 356 395 416
Germany 257 251 273
All other (each country individually less than 5% of total sales) 2,231 2,130 2,121
Total $ 5,021 $ 4,870 § 4,700
Property, plant and equipment, net:
United States $ 179 $ 168 $ 171
United Kingdom 14 15 16
Germany 23 21 23
All other (each country individually less than 5% of total property, plant
and equipment, net) 46 43 50
Total $ 262 $ 247 $ 260

NOTE 6. INCOME TAXES

Prior to the Separation, the Company’s operating results were included in Danaher’s various consolidated U.S. federal and

certain state income tax returns, as well as certain foreign returns. For periods prior to the Separation, the Company’s

Consolidated and Combined Financial Statements reflect income tax expense and deferred tax balances as if the Company had
filed tax returns on a standalone basis separate from Danaher. The separate return method applies the accounting guidance for
income taxes to the standalone financial statements as if the Company was a separate taxpayer and a standalone enterprise for

periods prior to the Separation.

Earnings from operations before income taxes for the years ended December 31 were as follows ($ in millions):

2023 2022 2021
United States $ 484 $ 528 § 432
Non-U.S. 612 585 615
Total $ 1,096 $ 1,113 § 1,047
The provision for income taxes from operations for the years ended December 31 were as follows ($ in millions):
2023 2022 2021
Current:
Federal U.S. $ 8 $ 107§ 41
Non-U.S. 169 177 137
State and local 27 28 19
Deferred:
Federal U.S. (19) (22) (6)
Non-U.S. @) 17) 3)
State and local 2) %) 2)
Income tax provision $ 257§ 268 $ 186

The Company has earnings that have been taxed previously in the United States (“PTEP”) as of December 31, 2023 which can
be repatriated subject to foreign withholding and U.S. state income taxes. The Company intends to permanently reinvest its
earnings in non-U.S. operations except to the extent of PTEP. The potential tax implications of repatriating unremitted earnings
are driven by the facts at the time of distribution. The incremental cost to repatriate these earnings is not expected to be

material.
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The effective income tax rate from operations for the years ended December 31 varies from the U.S. statutory federal income
tax rate as follows:

Percentage of Pre-Tax Earnings

2023 2022 2021
Statutory federal income tax rate 21.0 % 21.0 % 21.0 %
Increase (decrease) in tax rate resulting from:
State income taxes (net of Federal income tax benefit) 1.9 1.7 1.5
Non-U.S. rate differential 3.5 2.7 2.2
US Taxation of Foreign Earnings (2.1) (1.5) (1.1)
Change in uncertain tax positions — 1.0 (3.5)
R&D and other tax credits (1.3) (0.3) (0.4)
Other 1.0 0.1 —
Net excess tax benefits from stock-based compensation (0.6) (0.6) (1.9)
Effective income tax rate 23.4 % 24.1 % 17.8 %

The Company’s effective tax rate for 2023, 2022 and 2021 differs from the U.S. federal statutory rate of 21.0%, due principally
to the Company’s earnings outside the United States that are taxed at rates different than the U.S. federal statutory rate, state
taxes, as well as the impact of the following:

*  The effective tax rate of 23.4% in 2023 includes net tax benefits primarily related to excess tax benefits from stock-
based compensation. This decreased the reported rate on a net basis by 1.0%.

»  The effective tax rate of 24.1% in 2022 includes net tax benefits primarily related to excess tax benefits from stock-
based compensation, partially offset by changes in estimates associated with prior period uncertain tax positions and
audit settlements. These items decreased the reported rate on a net basis by 0.4%.

*  The effective tax rate of 17.8% in 2021 includes net tax benefits primarily related to the release of reserves for
uncertain tax positions from the expiration of statutes of limitation and audit settlements and excess tax benefits from
stock-based compensation, partially offset by changes in estimates associated with prior period uncertain tax positions.
These items decreased the reported rate on a net basis by 6.2%.
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Following the Separation, we made income tax payments of $113 million. Prior to the Separation, we did not make any income
tax payments because we were dependent on Danaher for all of our working capital and financing requirements under
Danaher’s centralized approach to cash management and financing of operations of its subsidiaries.

The Company evaluates the future realizability of tax credits and loss carryforwards considering the anticipated future earnings
of the Company’s subsidiaries as well as tax planning strategies in the associated jurisdictions. Included in deferred income
taxes as of December 31, 2023 are tax benefits for U.S. and non-U.S. net operating loss carryforwards totaling $1 million and
$32 million, respectively, of which the Company does not expect to realize and has corresponding valuation allowances on
most of the net operating losses. Certain of the losses can be carried forward indefinitely and others can be carried forward to
various dates from 2023 through 2043.

Significant components of the Company’s deferred tax assets and liabilities from operations at the end of each fiscal year were
as follows:

2023 2022
Deferred Tax Assets:
Allowance for doubtful accounts $ 6 $ 6
Inventories 18 22
Employee benefit plans 7 9
Other accruals and prepayments 79 89
Stock-based compensation expense 14 15
Operating lease liabilities 31 31
Capitalized research and development costs 46 25
Tax credit, operating loss and capital loss carryforwards 34 30
Net Investment Hedge 4 —
Deferred service income — —
Valuation allowances (29) (25)
Total Deferred Tax Assets 210 202
Deferred Tax Liabilities:
Depreciation (12) (10)
Operating lease right-of-use assets (29) (30)
Goodwill and other intangible assets (242) (262)
Total Deferred Tax Liability (283) (302)
Net Deferred Tax Liability $ (73) $ (100)

Noncurrent deferred tax assets and noncurrent deferred tax liabilities are included in other assets and other long-term liabilities,
respectively, in the accompanying Combined Balance Sheets.

A valuation allowance is recorded on certain deferred tax assets if it has been determined it is more likely than not that all or a
portion o