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CAUTIONARY FACTORS THAT MAY AFFECT FUTURE RESULTS
(Cautionary Statements Under the Private Securities Litigation Reform Act of 1995)

Our disclosure and analysis in this Form 10-Q contains some forward-looking statements that are based on

management’s beliefs and assumptions, current expectations, estimates and forecasts. Statements that are not historical
facts, including statements that are preceded by, followed by, or that include, words such as “estimate,” “expect,” “intend,”
“believe,” “plan,” “anticipate” and other words and terms of similar meaning are forward-looking statements. West’s
estimated or anticipated future results, product performance or other non-historical facts are forward-looking and

reflect our current perspective on existing trends and information.

99 el

29 ¢

Many of the factors that will determine our future results are beyond our ability to control or predict. These statements
are subject to known or unknown risks or uncertainties, and therefore, actual results could differ materially from past
results and those expressed or implied in any forward-looking statement. You should bear this in mind as you
consider forward-looking statements. We undertake no obligation to publicly update forward-looking statements,
whether as a result of new information, future events or otherwise.

Important factors that may affect future results include, but are not limited to, the following:
Revenue and profitability:
¢ sales demand and our ability to meet that demand;

e competition from other providers in our businesses, including customers’ in-house operations, and from lower-cost
producers in emerging markets, which can impact unit volume, price and profitability;

e customers’ changing inventory requirements and manufacturing plans that alter existing orders or ordering patterns
for the products we supply to them;

e the timing, regulatory approval and commercial success of customer products that incorporate our products,
including the availability and scope of relevant public and private health insurance reimbursement for prescription
products, medical devices and components and medical procedures in which our customers’ products are employed
or consumed;

e average profitability, or mix, of products sold in any reporting period;
® maintaining or improving production efficiencies and overhead absorption;
¢ the timeliness and effectiveness of capital investments, particularly capacity expansions, including the effects of
delays and cost increases associated with construction, availability and cost of capital goods, and necessary internal,
governmental and customer approvals of planned and completed projects, and the demand for goods to be produced

in new facilities;

e dependence on third-party suppliers and partners, some of which are single-source suppliers of critical materials
and products, including our Japanese partner and affiliate Daikyo Seiko, Ltd.;

¢ the availability and cost of skilled employees required to meet increased production, managerial, research and other
needs, including professional employees and persons employed under collective bargaining agreements;
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¢ interruptions or weaknesses in our supply chain, which could cause delivery delays or restrict the availability
of raw materials and key bought-in components and finished products;

e raw material price escalation, particularly petroleum-based raw materials, and our ability to pass raw material cost
increases on to customers through price increases; and

e claims associated with product quality, including product liability, and the related costs of defending and obtaining
insurance indemnifying us for the cost of such claims.
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Other Risks:

¢ the cost and progress of development, regulatory approval and marketing of new products as a result of our research
and development efforts;

¢ the defense of self-developed or in-licensed intellectual property, including patents, trade and service marks and
trade secrets;

¢ dependence of normal business operations on information and communication systems and technologies provided,
installed or operated by third parties, including costs and risks associated with planned upgrades to existing
business systems;

e the effects of a prolonged U.S. or global economic downturn or recession;

¢ the relative strength of the U.S. dollar in relation to other currencies, particularly the Euro, British Pound, and
Japanese Yen;

e changes in tax law or loss of beneficial tax incentives;
¢ the conclusion of unresolved tax positions inconsistent with currently expected outcomes;

¢ the timely execution and realization of savings anticipated by the restructuring plan announced in December 2007
for certain operations and functions of the Tech Group; and

¢ significant losses on investments of pension plan assets relative to expected returns on those assets could increase
our pension expense and funding obligations in future periods.

We also refer you to the risks associated with our business that are contained in our Annual Report on Form 10-K
under Item 1A, “Risk Factors and Cautionary Factors That May Affect Future Results,” as supplemented from time to
time in subsequently filed Quarterly Reports on Form 10-Q, and other documents we may file with the Securities and
Exchange Commission (“SEC”).

All trademarks and registered trademarks used in this report are the property of West Pharmaceutical Services, Inc.
and its subsidiaries, unless noted otherwise.
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Exubera® is a registered trademark of Pfizer, Inc.
Crystal Zenith® is a registered trademark of Daikyo Seiko, Ltd.
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PART 1. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)

West Pharmaceutical Services, Inc. and Subsidiaries
(In millions, except per share data)

Three Months Ended Nine Months Ended
September 30, September 30,

2008 2007 2008 2007
Net sales $ 256.2 $ 2427 $§ 8063 $ 764.0
Cost of goods sold 190.2 178.4 573.3 542.7
Gross profit 66.0 64.3 233.0 221.3
Research and development 4.6 4.1 14.8 11.5
Selling, general and administrative
expenses 41.5 37.7 122.5 112.8
Restructuring and other items (Note
2) 2.0 9.6 (2.8) 9.7
Operating profit 17.9 12.9 98.5 87.3
Interest expense 4.3 39 12.6 10.6
Interest income 0.4) (1.9) 2.1) “.7)
Income before income taxes and
minority interests 14.0 10.9 88.0 81.4
Income tax expense (benefit) 0.8 (0.8) 20.0 17.4
Minority interests 0.2 0.1 0.5 0.3
Income from consolidated
operations 13.0 11.6 67.5 63.7
Equity in net income of affiliated
companies 0.3 0.6 0.8 1.5
Income from continuing operations 13.3 12.2 68.3 65.2
Discontinued operations, net of tax - - - 0.5
Net income $ 13.3 $ 122 $ 68.3 $ 64.7
Net income (loss) per share:
Basic -
Continuing operations $ 0.41 $ 037 $ 2.11 $ 1.98
Discontinued operations - - (0.01)

$ 0.41 $ 037 $ 2.11 $ 1.97

Assuming dilution -

Continuing operations $ 0.40 $ 036 $ 1.98 $ 1.86

Discontinued operations - - - (0.01)
$ 0.40 $ 036 $ 1.98 $ 1.85

Average common shares
outstanding 32.5 32.7 324 32.8
Average shares assuming dilution 36.2 36.8 36.1 36.2
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See accompanying notes to condensed consolidated financial statements.
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CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

West Pharmaceutical Services, Inc. and Subsidiaries

(In millions)

ASSETS

Current assets:

Cash, including cash equivalents
Accounts receivable, net
Inventories

Short-term investments

Deferred income taxes

Other current assets

Total current assets

Property, plant and equipment
Less accumulated depreciation and amortization
Property, plant and equipment, net
Investments in affiliated companies
Goodwill

Pension asset

Deferred income taxes

Intangible assets, net

Other noncurrent assets

Total Assets

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:

Notes payable and other current debt
Accounts payable

Pension and other postretirement benefits
Accrued salaries, wages and benefits
Income taxes payable

Taxes other than income

Deferred income taxes

Other current liabilities

Total current liabilities

Long-term debt

Deferred income taxes

Pension and other postretirement benefits
Other long-term liabilities

Total Liabilities

Commitments and contingencies (Note 12)
Minority interests

Shareholders’ equity

Total Liabilities and Shareholders’ Equity

September 30,  December 31,

2008

$ 1025 $
140.6
124.7
6.0
54
31.3
410.5
960.0
441.4
518.6
34.1
103.8
10.8
60.1
50.9
21.2
$ 1,210.0 $

$ 05 $

61.7
1.9
48.2
5.1
13.7
2.6
31.8
165.5
382.0
45.6
40.5
384
672.0

54
532.6
$ 1,210.0 $

2007

108.4
136.1
111.8
21.0
53
29.7
412.3
897.7
416.0
481.7
31.7
109.2
13.0
61.0
55.0
21.7
1,185.6

0.5
80.4
1.8
38.1
9.8
17.7
2.5
32.1
182.9
394.6
46.6
40.1
30.5
694.7

5.6
485.3
1,185.6

10
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See accompanying notes to condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS’ EQUITY (UNAUDITED)
West Pharmaceutical Services, Inc. and Subsidiaries
(In millions, except per share data)

Balance, December
31,2007

Net income
Stock-based
compensation
Shares issued
under stock plans
Shares repurchased
for employee tax
withholdings
Excess tax benefit
from stock plans
Cash dividends
declared ($0.42 per
share)

Other
comprehensive
income, net of tax
Balance,
September 30,
2008

Common Stock

Number
of shares

343

343

Common

Stock

$ 86

$ 86

Capital Accumulated
in excess other
of par ~ Retained comprehensive
value earnings income
$ 644 § 4502 $ 33.6
68.3
4.0
(8.4)
6.0
(14.0)
(16.5)
$ 660 $§ 5045 $ 17.1

Treasury Stock

Number
of
shares

2.1)

0.6

0.1)

(1.6)

Treasury

Stock

$ (715) %
13.1
(5.2)

$ (63.6) $

See accompanying notes to condensed consolidated financial statements.

Total

485.3
68.3

4.0

4.7

5.2)

6.0

(14.0)

(16.5)

532.6

12
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

West Pharmaceutical Services, Inc. and Subsidiaries
(In millions)

Nine Months Ended
September 30,
2008 2007

Cash flows from operating activities:

Net income $ 68.3 $ 64.7
Loss from discontinued operations, net of tax - 0.5
Depreciation 42.2 38.4
Amortization 3.2 3.8
Other non-cash items, net 12.1 8.1
Changes in assets and liabilities (34.8) (45.6)
Net cash provided by operating activities 91.0 69.9
Cash flows from investing activities:

Capital expenditures (88.2) (69.0)
Acquisition of patents and other long-term assets (0.4) 4.2)
Proceeds from redemption of investments 14.6 -
Other 0.8 0.8
Net cash used in investing activities (73.2) (72.4)
Cash flows from financing activities:

Issuance of convertible debt, net of costs - 156.4
Repayments under revolving credit agreements, net (11.3) (14.7)
Changes in other debt (0.3) 0.4
Dividend payments (13.6) (12.8)
Excess tax benefit from stock option exercises 6.0 32
Shares purchased under stock repurchase program - (28.3)
Shares repurchased for employee tax withholdings (5.2) (3.6)
Issuance of common stock 5.6 3.7
Net cash (used in) provided by financing activities (18.8) 104.3
Effect of exchange rates on cash 4.9) 2.5
Net (decrease) increase in cash and cash equivalents (5.9 104.3
Cash, including cash equivalents at beginning of period 108.4 47.1
Cash, including cash equivalents at end of period $ 102.5 $ 151.4

See accompanying notes to condensed consolidated financial statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
Note 1: Summary of Significant Accounting Policies

The condensed consolidated financial statements included in this report are unaudited and have been prepared in
accordance with U.S. generally accepted accounting principles (“GAAP”) for interim financial reporting and SEC
regulations. The year-end condensed balance sheet data was derived from audited financial statements. Certain
information and footnote disclosures normally included in annual financial statements prepared in accordance with
GAAP have been condensed or omitted. In the opinion of management, these financial statements include all
adjustments which are of a normal recurring nature, necessary for a fair presentation of the financial position, results
of operations, cash flows and the change in shareholders’ equity for the periods presented. The results of operations for
any interim period are not necessarily indicative of results for the full year.

The condensed consolidated financial statements for the three and nine month periods ended September 30, 2008
should be read in conjunction with the consolidated financial statements and notes thereto of West Pharmaceutical

LEINNT3 LRI LRI

Services, Inc. (which may be referred to as “West”, “the Company”, “we”, “us” or “our”), appearing in our 2007 Annual Repoi
on Form 10-K.

Note 2: Restructuring and Other Items
Restructuring and other items for the three and nine month periods ended September 30 consist of:

Three Months Ended Nine Months Ended

September 30, September 30,
($ in millions) 2008 2007 2008 2007
Restructuring and related
charges:
Severance and post-employment
benefits $ 0.1 $ -3 12 3 -
Asset write-offs - - 1.2 -
Other 0.1 - 0.1 -
Total restructuring and related
charges - - 2.5 -
Other items:
Contract settlement and related
costs (gain) 1.8 - (6.1) -
Brazilian excise and other tax
related charges - 8.6 - 8.6
Foreign exchange losses 0.3 0.4 0.6 0.1
Loss on sales of equipment - 0.4 0.7 0.9
Other (0.1) 0.2 2.0 0.1
Total other items 2.0 9.6 (2.8) 9.7
Total restructuring and other
items $ 20 % 96 $ (03) $ 9.7

Restructuring and Related Charges

14
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During the nine month period ended September 30, 2008, we have incurred $2.5 million in restructuring and related
charges as part of a plan to align the plant capacity and workforce of our Tech Group segment with the current
business outlook for the segment and as part of a longer-term strategy of focusing the business on proprietary
products. We now expect to incur up to $0.5 million in additional severance and related costs in the fourth quarter of
2008 and approximately $0.4 million during the first half of 2009, as we consolidate our tooling operations into one
facility and reduce other production, engineering and administrative operations.

9
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The following table details activity related to our restructuring obligations:

Severance Other
($ in millions) and benefits Costs Total
Balance, December 31, 2007 $ 19 $ 03 $ 2.2
2008 charges 1.3 1.2 2.5
Non-cash asset write-offs - (0.6) (0.6)
Cash payments (2.5 (0.6) 3.1
Balance, September 30, 2008 $ 07 $ 03 $ 1.0

All payments associated with the restructuring plan are now expected to be completed by the end of the second quarter
of 2009.

Other Items

In February of 2008, we entered into a termination and continuation agreement with our customer Nektar
Therapeutics, which provided for the full reimbursement of our investment in materials, facilities, equipment,
personnel and other costs associated with the shutdown of manufacturing operations for the Exubera® inhalation
device. During the nine months ended September 30, 2008, we received payments from Nektar, which more than
offset the related raw materials, severance and facility costs we had incurred to date, resulting in a net year-to-date
gain on the contract settlement of $6.1 million. We are in the process of converting the production facility and certain
affected assets to produce other devices in our Tech Group segment and expect to incur additional transition and
carrying costs of approximately $1.7 million during the remainder of 2008 before this site is ready to commence new
production operations. We estimate a final net gain on the contract settlement of approximately $4.4 million.

In the third quarter of 2007, we increased our accrual for a series of social security, excise and other tax contingencies
in Brazil by $8.6 million. The increased provision followed a detailed review of several tax cases pending in the
Brazilian courts which indicated that it was probable that the positions taken on previous tax returns, some of which
date back to the late 1990’s, would not be sustained.

Note 3: Discontinued Operations

There have been no changes to discontinued operations in the first nine months of 2008. During the nine months
ended September 30, 2007, we recorded a $0.5 million provision for claims resulting from the 2005 divestiture of our
former drug delivery business.

Note 4: Income Taxes

The tax rate used for interim periods is the estimated annual effective consolidated tax rate, based on the current
estimate of full year earnings before taxes, adjusted for the impact of discrete quarterly items. Items not related to
pre-tax income in the current year are recognized as discrete items in the period in which they were deemed more
likely than not to be realized. During the first half of 2008, we completed an agreement with the Republic of
Singapore which reduces our Singapore income tax rate for a period of 10 years on a retroactive basis back to June
2007. As a result of this agreement, our nine month results contain a $1.0 million tax benefit which represents the
remeasurement of our current and deferred income tax liabilities at the new rate. In addition, during the first nine
months of 2008, we recorded an unrelated $2.2 million net tax benefit resulting from the expiration of open audit
years in certain tax jurisdictions, which directly reduced our liability for unrecognized tax benefits. Our annual
effective tax rate for 2008, excluding discrete quarterly items, is estimated to be 26.1%.

16
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In the third quarter of 2007, we recorded a net $4.0 million favorable adjustment to tax expense primarily resulting
from the expiration of statutes and reversal of valuation allowances.

We anticipate an additional tax benefit in the fourth quarter of 2008 directly related to the reinstatement of the U.S.
R&D credit of approximately $0.8 million.

10
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It is reasonably possible that during the next 12 months, the liability for unrecognized tax benefits may be reduced by
approximately $1.3 million due to the expiration of certain statutes of limitations. During the nine month period ended
September 30, 2008, we recognized $0.2 million in tax-related interest expense and penalties. Accrued interest was
$0.9 million at September 30, 2008.

Because we are a global organization, we and our subsidiaries file income tax returns in the U.S. Federal jurisdiction
and various state and foreign jurisdictions. We are subject to examination in the U.S. Federal tax jurisdiction for tax
years 2005 through 2007. We are also subject to examination in various state and foreign jurisdictions for tax years
2000 through 2007.

Note 5: Fair Value Measurements

On January 1, 2008, we adopted Statement of Financial Accounting Standard (“SFAS”) No. 157, “Fair Value
Measurements” for financial assets and liabilities. SFAS No. 157 defines fair value, establishes a framework for
measuring fair value in GAAP, and expands disclosures about fair value measurements. The adoption of SFAS No.
157 did not change our valuation of assets or liabilities.

SFAS No. 157 defines fair value as the price that would be received to sell an asset or paid to transfer a liability (exit
price) in an orderly transaction between market participants at the measurement date. SFAS No. 157 also establishes a
fair value hierarchy that classifies the inputs to valuation techniques used to measure fair value into one of the
following three levels:
e Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities.
e Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly.
These include quoted prices for similar assets or liabilities in active markets and quoted prices for identical or
similar assets or liabilities in markets that are not active.

e Level 3: Unobservable inputs that reflect the reporting entity’s own assumptions.

The following table summarizes certain assets and liabilities that are measured at fair value on a recurring basis in the
balance sheet:

Basis of Fair Value Measurements

Balance at
September
30,

($ in millions) 2008 Level 1 Level 2 Level 3
Assets:
Short-term investments (a) $ 6.0 $ - $ 6.0 $ -
Deferred compensation asset (b) 33 33 - -
Long-term investments (a) 2.3 - 2.3 -

$ 11.6 $ 3.3 $ 8.3 $ -
Liabilities:
Foreign currency forward exchange
contracts (c) $ 08 $ - $ 0.8 $ -
Interest rate swap contracts (d) 1.9 - 1.9 -

$ 27 $ - $ 2.7 $ -

18
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(a)Represents our remaining investment in the Columbia Strategic Cash Portfolio Fund. See discussion below
regarding valuation.

(b) Based on quoted market prices in an active market.

© Valued using quoted forward foreign exchange rates and spot rates at the reporting date.

(d) Valued using a discounted cash flow analysis based on the terms of the contract and observable market inputs (i.e.
LIBOR, Eurodollar forward rates, and swap spreads).

11
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In February 2008, the FASB issued Staff Position (“FSP”’) No. 157-2, “Effective Date of FASB Statement No. 1577,
which delays the effective date of SFAS No. 157 until fiscal years beginning after November 15, 2008 for
nonfinancial assets and nonfinancial liabilities, except for items that are recognized or disclosed at fair value in the
financial statements on a recurring basis.

In October 2008, the FASB issued FSP No. 157-3, “Determining the Fair Value of a Financial Asset When the Market
for That Asset Is Not Active.” This FSP clarifies the application of SFAS No. 157 in a market that is not active and
provides an example to illustrate key considerations in determining the fair value of a financial asset when the market
for that financial asset is not active. FSP No. 157-3 was effective upon issuance, including prior periods for which

financial statements had not been issued. We considered this guidance in our determination of fair values as of
September 30, 2008.

Columbia Strategic Cash Portfolio Fund

We hold an investment in the Columbia Strategic Cash Portfolio Fund, which is an enhanced cash fund that includes
investments in certain asset-backed securities and structured investment vehicles that are collateralized by sub-prime
mortgage securities or related to mortgage securities, among other assets. In December 2007, as a result of adverse
market conditions, the fund ceased accepting cash redemption requests and changed to a floating net asset value. The
fund then began an orderly liquidation that is expected to continue through 2009 and has restricted redemptions to a
pro-rata distribution of the underlying securities held by the fund. During 2008, a total of $14.6 million in redemptions
has been received. The classification of the remaining balance as of September 30, 2008 reflects information received
from the fund manager regarding the timing of expected distributions.

We assessed the fair value of the fund based on the value of the underlying securities as determined by the fund
manager. This value was determined using a market approach, which employs various indications of value including,
but not limited to, broker-dealer quotations and other widely available market data. During the three and nine month
periods ended September 30, 2008, we recognized an impairment loss of $0.1 million and $0.4 million, respectively,
to reflect the changes to the net asset value of the fund. This loss is included within interest income and is considered
to be other-than-temporary.

Note 6: Inventories

Inventories are valued at the lower of cost or market. Cost is determined using the first-in-first-out method. Inventory
balances are as follows:

September
30, December 31,
($ in millions) 2008 2007
Finished goods $ 50.1 $ 45.1
Work in process 19.6 16.5
Raw materials 55.0 50.2
$ 1247 '$ 111.8

Note 7: Net Income Per Share

The following tables reconcile net income and shares used in the calculation of basic net income per share to those
used for diluted net income per share:

Three Months Ended Nine Months Ended

20
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September 30, September 30,
($ in millions) 2008 2007 2008 2007
Income from continuing operations ~ $ 13.3 $ 122 % 68.3 $ 65.2
Discontinued operations, net of tax - - - 0.5
Net income, as reported, for basic
net income per share 13.3 12.2 68.3 64.7
Plus: interest expense on convertible
debt, net of tax 1.1 1.1 3.2 2.4
Net income for diluted net income
per share $ 14.4 $ 133 % 71.5 $ 67.1

12
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Three Months Ended Nine Months Ended
September 30, September 30,

(in millions) 2008 2007 2008 2007
Weighted average common shares
outstanding 32.5 32.7 324 32.8
Assumed stock options exercised
based on the treasury stock method 0.8 1.2 0.8 1.3
Assumed conversion of convertible
debt, based on the if-converted
method 29 29 2.9 2.1
Weighted average shares assuming
dilution 36.2 36.8 36.1 36.2

Options to purchase 0.7 million shares of our common stock for both the three and nine month periods ended
September 30, 2008 were not included in the computation of diluted net income per share because their impact would
be antidilutive. There were 0.3 million antidilutive options outstanding during both the three and nine month periods
ended September 30, 2007.

Note 8: Comprehensive (Loss) Income

Comprehensive (loss) income for the three and nine month periods ended September 30 was as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

($ in millions) 2008 2007 2008 2007
Net income $ 13.3 $ 122 $ 68.3 $ 64.7
Other comprehensive (loss) income,
net of tax:
Foreign currency translation
adjustments (28.1) 8.0 (17.0) 13.1
Defined benefit pension and other
postretirement plans 0.6 0.1 0.8 0.4
Unrealized gains (losses) on
derivatives - (1.5) (0.3) (0.6)
Other comprehensive (loss) income,
net of tax (27.5) 6.6 (16.5) 12.9
Comprehensive (loss) income $ (14.2) $ 18.8 $ 51.8 $ 77.6

Note 9: Stock-Based Compensation

At September 30, 2008, there were approximately 2,864,322 shares remaining in the 2007 Omnibus Incentive
Compensation Plan (the “2007 Plan”) for future grants. The 2007 Plan provides for the granting of stock options, stock
appreciation rights, restricted stock, stock units and performance awards to employees and non-employee directors.
The terms and conditions of awards to be granted are determined by committees of the Board of Directors. Vesting
requirements vary by award.

In the first nine months of 2008, we granted 441,596 stock options at a weighted average exercise price of $42.55 per
share to key employees under the 2007 Plan. The exercise price represents the grant date fair value of our stock. Stock
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options granted to employees vest in equal annual increments over 4 years of continuous service. All awards expire
ten years from the date of grant. The weighted average grant date fair value of options granted during the first nine
months of 2008 was $9.97 as determined by the Black-Scholes option valuation model using the following weighted
average assumptions: a risk-free interest rate of 3.01%; expected life of 5 years; stock volatility of 24.5%; and a
dividend yield of 1.3%. Stock volatility is estimated based on historical data, as well as any expected future trends.
Expected lives are based on prior experience.

We also granted 153,923 performance vesting share (“PVS”) awards at a weighted average grant date fair value of
$42.51 to key employees under the 2007 Plan in the first nine months of 2008. Each PVS award entitles the holder to
one share of our common stock if annual growth rate of revenue and return on invested capital targets are achieved
over a three-year performance period. The actual payout may vary from 0% to 200% of an employee’s targeted
amount. The fair value of PVS awards is based on the market price of our stock at the grant date and is recognized as
an expense over the performance period.

13
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Note 10: Benefit Plans
The components of net periodic benefit cost for the three months ended September 30 are as follows ($ in millions):

Other retirement

Pension benefits benefits Total
2008 2007 2008 2007 2008 2007
Service cost $ 1.9 $ 1.5 $ 0.2 $ 0.1 $ 2.1 $ 1.6
Interest cost 3.5 33 0.2 0.3 3.7 3.6
Expected return on
assets “4.1) 4.0) - - “4.1) 4.0)
Amortization of
prior service
(credit) cost 0.3) (0.3) - 0.1 (0.3) 0.2)
Recognized
actuarial losses 0.4 0.8 - - 0.4 0.8
Net periodic
benefit cost $ 14 13 $ 04 3 05 $ 1.8 $ 1.8
Other retirement
Pension benefits benefits Total
2008 2007 2008 2007 2008 2007
U.S. plans $ .1 $ 09% 04 $ 058 15 % 1.4
International plans 0.3 0.4 - - 0.3 0.4
Net periodic benefit
cost $ 1.4 $ 13 $ 04 $ 05 $ 1.8 $ 1.8

The components of net periodic benefit cost for the nine months ended September 30 are as follows ($ in millions):

Other retirement

Pension benefits benefits Total

2008 2007 2008 2007 2008 2007
Service cost $ 5.6 $ 53 $ 06 $ 07 $ 62 % 6.0
Interest cost 10.5 9.8 0.6 0.7 11.1 10.5
Expected return on
assets (12.4) (12.1) - - (12.4) (12.1)
Amortization of
transition
obligation 0.1 0.1 - - 0.1 0.1
Amortization of
prior service
(credit) cost 0.9) (0.9) 0.1 0.1 (0.8) (0.8)
Recognized
actuarial losses 1.4 1.9 - - 1.4 1.9
Net periodic
benefit cost $ 43 % 4.1 $ 1.3 $ 15 $ 56 % 5.6

Other retirement
Pension benefits benefits Total
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2008 2007 2008 2007 2008 2007
U.S. plans $ 32§ 30 § 13 $ 15 $ 45 % 4.5
International plans 1.1 1.1 - - 1.1 1.1
Net periodic benefit
cost $ 43 $ 41 $ 13 S 15 $ 56 § 5.6

Note 11: Segment Information

Net sales and operating profit by reportable segment, corporate and other unallocated costs were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

($ in millions) 2008 2007 2008 2007
Net sales
Pharmaceutical Systems $ 1905 $ 1738 $§ 610.6 $ 5545
Tech Group 68.3 71.4 204.3 218.1
Intersegment sales (2.6) (2.5) (8.6) (8.6)
Total net sales $ 2562 $ 2427 $ 806.3 $ 7640
14
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Three Months Ended Nine Months Ended
September 30, September 30,

($ in millions) 2008 2007 2008 2007
Operating profit
Pharmaceutical Systems $ 23.1 $ 259 $ 107.0 $ 1104
Tech Group 5.1 2.9 13.5 9.1
Corporate costs (3.9 4.9) (14.0) (15.7)
Stock-based compensation costs 3.1 (1.0) (7.1) (3.4)
U.S. pension and other retirement
benefits (1.5) (1.4) 4.5 4.5)
Brazil tax contingencies - (8.6) - (8.6)
Restructuring and net contract
settlement (costs) gain (1.8) - 3.6 -
Total operating profit 17.9 12.9 98.5 87.3
Interest expense 43 3.9 12.6 10.6
Interest income 0.4) (1.9) 2.1 “4.7)
Income before income taxes and
minority interests $ 14.0 $ 109 $ 88.0 $ 81.4

Our third quarter 2008 results include contract settlement costs of $1.8 million. Our results for the nine month period
ended September 30, 2008 contain a net contract settlement gain of $6.1 million, partially offset by $2.5 million in
restructuring and related charges.

Note 12: Commitments and Contingent Liabilities

From time to time, we are involved in product liability matters and other legal proceedings and claims generally
incidental to our normal business activities. In accordance with SFAS No. 5, “Accounting for Contingencies”, we accrue
for loss contingencies when it is probable that a liability has been incurred and the amount of the loss can be

reasonably estimated. While the outcome of these proceedings cannot be accurately predicted, we believe their

ultimate resolution should not have a material adverse effect on our business or financial position. There have been no
significant changes to commitments and contingent liabilities included in our Form 10-K for the year ended December
31, 2007.

Note 13: New Accounting Standards

In December 2007, the FASB issued SFAS No. 141(R), "Business Combinations—a replacement of FASB Statement
No. 141". This statement establishes principles and requirements for how the acquirer recognizes and measures assets
acquired and liabilities assumed in a business combination. This statement also provides guidance for recognizing and
measuring the goodwill acquired and determines what information to disclose to enable users of the financial
statements to evaluate the nature and financial effects of a business combination. SFAS No. 141(R) is effective for
annual periods beginning after December 15, 2008. SFAS No. 141(R) will be applied prospectively to business
combinations entered into on or after January 1, 2009.

In December 2007, the FASB issued SFAS No. 160, "Noncontrolling Interests in Consolidated Financial Statements—an
amendment of ARB No. 51". This statement establishes accounting and reporting standards for the noncontrolling
interest in a subsidiary and for the deconsolidation of a subsidiary. This statement is effective for fiscal years

beginning after December 15, 2008. It will be applied prospectively, except for the presentation and disclosure
requirements, which will be applied retrospectively for all periods presented. The adoption of this statement will
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require our minority interest balance to be reported as a component of shareholders’ equity.

15
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In December 2007, the FASB ratified Emerging Issues Task Force Issue No. 07-1, “Accounting for Collaborative
Arrangements” (“EITF 07-1"). EITF 07-1 defines collaborative arrangements and establishes accounting and reporting
requirements for transactions between participants in the arrangement and with third parties. EITF 07-1 provides
guidance on the classification of payments between participants of the arrangement, the appropriate income statement
presentation, as well as related disclosures. EITF 07-1 is effective for fiscal years beginning after December 15, 2008
and should be applied retrospectively to all prior periods presented for all collaborative arrangements existing as of the
effective date. Management believes that the adoption of EITF 07-1 will not have an impact on our financial
statements.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities — an
Amendment of FASB Statement 133.” This statement requires enhanced disclosures regarding derivatives and hedging
activities, including information about how: (a) an entity uses derivative instruments; (b) derivative instruments and
related hedged items are accounted for under FASB Statement No.133, “Accounting for Derivative Instruments and
Hedging Activities;” and (c) derivative instruments and related hedged items affect an entity’s financial position,
financial performance and cash flows. SFAS No. 161 is effective for fiscal years and interim periods beginning after
November 15, 2008. As SFAS No. 161 only requires enhanced disclosures, management believes its adoption will not
have a material impact on our financial statements.

In April 2008, the FASB issued Staff Position (“FSP”) No. FAS 142-3, “Determination of the Useful Life of Intangible
Assets.” This FSP amends the factors that should be considered in developing renewal or extension assumptions used
to determine the useful life of a recognized intangible asset under FASB Statement No. 142, “Goodwill and Other
Intangible Assets.” This FSP is effective for financial statements issued for fiscal years beginning after December 15,
2008. The disclosure requirements are to be applied prospectively to all intangible assets recognized as of, and
subsequent to, the effective date. Management believes that the adoption of FSP No. FAS 142-3 will not have an
impact on our financial statements.

In May 2008, the FASB issued SFAS No. 162, “The Hierarchy of Generally Accepted Accounting Principles.” This
statement identifies the sources of accounting principles and the framework for selecting the principles to be used in
the preparation of financial statements of nongovernmental entities that are presented in conformity with GAAP.
There are no specific disclosure requirements with this statement. SFAS No. 162 will be effective on or around
November 16, 2008. Management believes that the adoption of SFAS No. 162 will not have an impact on our
financial statements.

In June 2008, the FASB issued FSP No. EITF 03-6-1, “Determining Whether Instruments Grante