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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
(Mark
One)

ý QUARTERLY REPORT PURSUANT TO SECTION 13
OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the Quarterly Period Ended December 26, 2008

Or

o TRANSITION REPORT PURSUANT TO SECTION 13
OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

001-33260
(Commission File Number)

TYCO ELECTRONICS LTD.
(Exact name of registrant as specified in its charter)

Bermuda
(Jurisdiction of Incorporation)

98-0518048
(I.R.S. Employer Identification No.)

Second Floor, 96 Pitts Bay Road, Pembroke, HM 08, Bermuda
(Address of principal executive offices)

441-294-0607
(Registrant's telephone number)

        Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.    Yes ý No o

        Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of "large accelerated filer," "accelerated filer," and "smaller reporting company" in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer ý Accelerated filer o Smaller reporting company o
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Non-accelerated filer o
(Do not check if a smaller

reporting company)
        Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes o    No ý

        The number of common shares outstanding as of January 30, 2009 was 458,012,249.
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 PART I. FINANCIAL INFORMATION

 ITEM 1.    FINANCIAL STATEMENTS

TYCO ELECTRONICS LTD.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

For the Quarters Ended
December 26,

2008
December 28,

2007
(in millions, except per

share data)
Net sales $ 2,809 $ 3,558
Cost of sales 2,255 2,666

Gross income 554 892
Selling, general, and administrative expenses 489 399
Litigation settlement 9 �
Restructuring and other charges, net 77 21

(Loss) income from operations (21) 472
Interest income 6 10
Interest expense (42) (50)
Other (expense) income, net (1) 592

(Loss) income from continuing operations before income taxes
and minority interest (58) 1,024

Income tax benefit (expense) 23 (155)
Minority interest (2) (1)

(Loss) income from continuing operations (37) 868
Income from discontinued operations, net of income taxes � 81

Net (loss) income $ (37) $ 949

Basic (loss) earnings per share:
(Loss) income from continuing operations $ (0.08) $ 1.75
Income from discontinued operations � 0.16

Net (loss) income $ (0.08) $ 1.91

Diluted (loss) earnings per share:
(Loss) income from continuing operations $ (0.08) $ 1.74
Income from discontinued operations � 0.16

Net (loss) income $ (0.08) $ 1.90

Weighted-average number of shares outstanding:
Basic 459 496
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Diluted 459 499
See Notes to Condensed Consolidated Financial Statements.
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TYCO ELECTRONICS LTD.

CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

December 26,
2008

September 26,
2008

(in millions, except share data)
Assets
Current Assets:
Cash and cash equivalents $ 545 $ 1,086
Accounts receivable, net of allowance for doubtful accounts of
$41 and $42, respectively 2,207 2,726
Inventories 2,306 2,312
Prepaid expenses and other current assets 548 767
Deferred income taxes 203 204

Total current assets 5,809 7,095
Property, plant, and equipment, net 3,406 3,517
Goodwill 7,016 7,068
Intangible assets, net 472 486
Deferred income taxes 2,053 1,915
Receivable from Tyco International Ltd. and Covidien Ltd. 1,220 1,218
Other assets 270 301

Total Assets $ 20,246 $ 21,600

Liabilities and Shareholders' Equity
Current Liabilities:
Current maturities of long-term debt $ 1 $ 20
Accounts payable 1,232 1,469
Accrued and other current liabilities 1,281 1,596
Deferred revenue 203 247

Total current liabilities 2,717 3,332
Long-term debt 3,018 3,161
Long-term pension and postretirement liabilities 722 721
Deferred income taxes 285 289
Income taxes 2,299 2,291
Other liabilities 686 723

Total Liabilities 9,727 10,517

Commitments and contingencies (Note 13)
Minority interest 10 10
Shareholders' Equity:
Preferred shares, $0.20 par value, 125,000,000 shares authorized;
none outstanding � �
Common shares, $0.20 par value, 1,000,000,000 shares
authorized; 500,264,457 and 500,241,706 issued, respectively 100 100
Capital in excess:
Share premium 61 61
Contributed surplus 10,120 10,106

Accumulated earnings 1,026 1,141
Treasury shares, at cost, 42,262,226 and 36,904,702 shares,
respectively (1,390) (1,264)
Accumulated other comprehensive income 592 929
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Total Shareholders' Equity 10,509 11,073

Total Liabilities and Shareholders' Equity $ 20,246 $ 21,600

See Notes to Condensed Consolidated Financial Statements.
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TYCO ELECTRONICS LTD.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

For the Quarters Ended
December 26,

2008
December 28,

2007
(in millions)

Cash Flows From Operating Activities:
Net (loss) income $ (37) $ 949
Income from discontinued operations, net of income taxes � (81)

(Loss) income from continuing operations (37) 868
Adjustments to reconcile net cash provided by operating activities:
Non-cash restructuring and other charges, net 10 7
Depreciation and amortization 132 134
Deferred income taxes (110) 42
Provision for losses on accounts receivable and inventory 91 8
Tax sharing income (2) (592)
Other 20 49
Changes in assets and liabilities, net of the effects of acquisitions and
divestitures:
Accounts receivable, net 489 (32)
Inventories (138) (128)
Other current assets 153 (2)
Accounts payable (206) 5
Accrued and other current liabilities (314) (157)
Income taxes 22 46
Deferred revenue (49) 113
Long-term pension and postretirement liabilities 7 14
Other (35) 12

Net cash provided by continuing operating activities 33 387
Net cash provided by discontinued operating activities � 6

Net cash provided by operating activities 33 393

Cash Flows From Investing Activities:
Capital expenditures (116) (126)
Proceeds from sale of property, plant, and equipment 4 4
Proceeds from divestiture of discontinued operations, net of cash retained by
businesses sold 23 102
Other (4) (9)

Net cash used in continuing investing activities (93) (29)
Net cash used in discontinued investing activities � (3)

Net cash used in investing activities (93) (32)

Cash Flows From Financing Activities:
Net (decrease) increase in commercial paper (400) 505
Repayment of long-term debt (19) (700)
Proceeds from long-term debt 190 100
Repurchase of common shares (152) (232)
Payment of common dividends (74) (70)
Proceeds from exercise of share options � 19
Other (2) (6)
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Net cash used in continuing financing activities (457) (384)
Net cash used in discontinued financing activities � (6)

Net cash used in financing activities (457) (390)

Effect of currency translation on cash (24) 6
Net decrease in cash and cash equivalents (541) (23)
Less: net decrease in cash and cash equivalents related to
discontinued operations � 3
Cash and cash equivalents at beginning of period 1,086 942

Cash and cash equivalents at end of period $ 545 $ 922

See Notes to Condensed Consolidated Financial Statements.
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED)

1.    Basis of Presentation

        Tyco Electronics Ltd. ("Tyco Electronics" or the "Company"), a company organized under the laws of Bermuda, is a leading global
provider of engineered electronic components, network solutions, undersea telecommunication systems, and wireless systems.

The Separation

        Effective June 29, 2007, the Company became the parent company of the former electronics businesses of Tyco International Ltd. ("Tyco
International"). On June 29, 2007, Tyco International distributed all of its shares of Tyco Electronics, as well as its shares of its former
healthcare businesses ("Covidien"), to its common shareholders (the "Separation").

Basis of Presentation

        The unaudited Condensed Consolidated Financial Statements have been prepared in United States dollars, in accordance with accounting
principles generally accepted in the United States of America ("GAAP"). The preparation of the Condensed Consolidated Financial Statements
in conformity with GAAP requires management to make use of estimates and assumptions that affect the reported amount of assets and
liabilities, the disclosure of contingent assets and liabilities, and the reported amounts of revenues and expenses. Actual results could differ
materially from these estimates. In management's opinion, the unaudited Condensed Consolidated Financial Statements contain all normal
recurring adjustments necessary for a fair presentation of interim results. The results of operations reported for interim periods are not
necessarily indicative of the results of operations for the entire fiscal year or any subsequent interim period.

        The Condensed Consolidated Financial Statements have been prepared in accordance with the instructions to Form 10-Q under the
Securities Exchange Act of 1934, as amended. The year-end balance sheet data was derived from audited financial statements, but does not
include all of the information and disclosures required by GAAP. These financial statements should be read in conjunction with the Company's
audited Consolidated and Combined Financial Statements contained in the Company's Annual Report on Form 10-K/A for the fiscal year ended
September 26, 2008.

        Unless otherwise indicated, references in the Condensed Consolidated Financial Statements to fiscal 2009 and fiscal 2008 are to the
Company's fiscal years ending September 25, 2009 and September 26, 2008, respectively.

2.    Accounting Pronouncements

Recently Adopted Accounting Pronouncements

        In January 2009, the Financial Accounting Standards Board ("FASB") issued FASB Staff Position ("FSP") No. Emerging Issues Task
Force ("EITF") 99-20-1, "Amendments to the Impairment Guidance of EITF Issue No. 99-20." FSP No. EITF 99-20-1 provides guidance for
determining whether other-than-temporary impairments with respect to purchased beneficial interests have occurred. The Company adopted FSP
No. EITF 99-20-1 in the first quarter of fiscal 2009. Adoption did not have a material impact on the Company's results of operations, financial
position, or cash flows.

        In December 2008, the FASB issued FSP No. FAS 140-4 and FASB Interpretation No. ("FIN") 46(R)-8, "Disclosures by Public Entities
(Enterprises) about Transfers of Financial Assets and Interests in Variable Interest Entities." FSP No. FAS 140-4 and FIN 46(R)-8 enhances
disclosure regarding the transfer of financial assets and the use of variable interest entities. The Company adopted FSP No.

4
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

2.    Accounting Pronouncements (Continued)

FAS 140-4 and FIN 46(R)-8 in the first quarter of fiscal 2009. Adoption did not have a material impact on the Company's results of operations,
financial position, or cash flows.

        In June 2007, the FASB issued EITF Issue No. 06-11, "Accounting for Income Tax Benefits of Dividends on Share-Based Payment
Awards." EITF 06-11 requires that a realized income tax benefit from dividends or dividend equivalent units paid on non-vested restricted shares
and restricted share units be reflected as an increase in contributed surplus and reflected as an addition to the Company's excess tax benefit pool,
as defined under Statement of Financial Accounting Standards ("SFAS") No. 123(R), "Share-Based Payment." The Company adopted
EITF 06-11 in the first quarter of fiscal 2009. Adoption did not have a material impact on the Company's results of operations, financial position,
or cash flows.

        In March 2007, the FASB issued EITF Issue No. 06-10, "Accounting for Collateral Assignment Split-Dollar Life Insurance Arrangements."
The Company adopted EITF 06-10 in the first quarter of fiscal 2009. Accordingly, the Company recognized accrued and other current liabilities
of $1 million and other liabilities of $4 million on its Condensed Consolidated Balance Sheet at the beginning of the first quarter of fiscal 2009
with a corresponding decrease in the opening balance of accumulated earnings of $5 million.

        In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets and Financial Liabilities." SFAS No. 159
permits an entity, on a contract-by-contract basis, to make an irrevocable election to account for certain types of financial instruments and
warranty and insurance contracts at fair value, rather than historical cost, with changes in the fair value, whether realized or unrealized,
recognized in earnings. The Company adopted SFAS No. 159 in the first quarter of fiscal 2009. The Company did not elect to value any existing
assets or liabilities at fair value upon adoption, nor did it apply the fair value option to any eligible assets acquired or liabilities incurred during
the quarter. See Note 14 for additional information related to fair value measurements.

        In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements." SFAS No. 157 defines fair value, establishes a
framework for measuring fair value, and expands disclosure about fair value measurements. SFAS No. 157 was effective for and adopted by the
Company in the first quarter of fiscal 2009. The Company will adopt the non-financial asset and liability fair value provisions in fiscal 2010. See
Note 14 for additional information related to fair value measurements.

Recently Issued Accounting Pronouncements

        In December 2008, the FASB issued FSP No. FAS 132(R)-1, "Employers' Disclosures about Postretirement Benefit Plan Assets." FSP No.
FAS 132(R)-1 enhances disclosures regarding assets in defined benefit pension or other postretirement plans. FSP No. FAS 132(R)-1 is effective
for the Company in the fourth quarter of fiscal 2010. The Company is currently assessing the impact that FSP No. FAS 132(R)-1 will have on its
Condensed Consolidated Financial Statements.

        In March 2008, the FASB issued SFAS No. 161, "Disclosures about Derivative Instruments and Hedging Activities�an amendment of
FASB Statement No. 133." SFAS No. 161 amends and expands the disclosure requirements of SFAS No. 133, "Accounting for Derivative
Instruments and Hedging Activities," to provide improved transparency into the uses and financial statement impact of derivative instruments
and hedging activities. The Company plans to adopt SFAS No. 161 in the second quarter of fiscal 2009. The adoption of SFAS No. 161 will not
have a material impact on the Company's Condensed Consolidated Financial Statements.

5
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

3.    State of New York Contract

        On September 19, 2005, the Company was awarded a twenty-year lease contract with the State of New York (the "State") to construct,
operate, and maintain a statewide wireless communications network for use by state and municipal first responders. On August 29, 2008, the
Company was served by the State with a default notice related to the first regional network, pursuant to the contract. Under the terms of the
contract, the Company had 45 days to rectify the purported deficiencies noted by the State. On October 16, 2008, the Company informed the
State that all technical deficiencies had been remediated and the system was operating in accordance with the contract specifications and
certified the system ready for testing. The State conducted further testing during November and December 2008. On January 15, 2009, the State
notified the Company that, in the State's opinion, the Company had not fully remediated the issues cited by the State and it had determined that
the Company was in default of the contract and that it had exercised its right to terminate the contract. The State contends that it has the right
under the contract to recoup costs incurred by the State in conjunction with the implementation of the network, and as a result of this contention,
on January 16, 2009, the State drew down $50 million against an irrevocable standby letter of credit funded by the Company. The State has the
ability to draw up to an additional $50 million against the standby letter of credit.

        In response to the State's actions, on January 16, 2009, the Company served a Notice of Intention to File a Claim on the New York State
Attorney General's office, asserting potential claims for breach of contract and other causes of action based on the State's termination of the
contract and draw down of the $50 million letter of credit. The Company also notified the State by letter dated January 22, 2009 that the State's
termination constituted a material breach of the contract.

        As a result of these actions, in the first quarter of fiscal 2009, the Company recorded pre-tax charges totaling $111 million associated with
this contract. These charges include an impairment charge of $61 million to write-off all costs incurred in constructing the network as well as a
charge equal to the amount drawn by the State against the standby letter of credit of $50 million. The assets related to the impairment charge
were previously reflected primarily as inventory in the Condensed Consolidated Balance Sheets. The impairment charge of $61 million is
reflected in cost of sales with the remaining $50 million charged to selling, general, and administrative expenses in the Condensed Consolidated
Statement of Operations. The Company has not recognized any revenue related to the lease contract.

4.    Restructuring and Other Charges, Net

        Charges to operations by segment during the quarters ended December 26, 2008 and December 28, 2007 were as follows:

For the Quarters Ended
December 26,

2008
December 28,

2007
(in millions)

Electronic Components $ 56 $ 15
Network Solutions 19 5
Undersea Telecommunications 3 1

$ 78 $ 21

6
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

4.    Restructuring and Other Charges, Net (Continued)

        Amounts recognized in the Condensed Consolidated Statements of Operations during the quarters ended December 26, 2008 and
December 28, 2007 were as follows:

For the Quarters Ended
December 26,

2008
December 28,

2007
(in millions)

Restructuring and other charges, net:
Cash charges $ 68 $ 14
Non-cash charges 9 7

Total restructuring and other charges, net 77 21
Cost of sales 1 �

$ 78 $ 21

Cash Charges

        Activity in the Company's restructuring reserves during the first quarter of fiscal 2009 is summarized as follows:

Balance at
September 26,

2008 Charges Utilization

Changes
in

Estimate
Currency
Translation

Balance at
December 26,

2008
(in millions)

Fiscal 2009 Actions:
Employee severance $ � $ 54 $ (15) $ � $ � $ 39
Other � 1 (1) � � �

Total � 55 (16) � � 39

Fiscal 2008 Actions:
Employee severance 118 � (6) 2 (7) 107
Other 2 4 (1) � � 5

Total 120 4 (7) 2 (7) 112

Pre-Fiscal 2008 Actions:
Employee severance 31 � (19) � (3) 9
Facilities exit costs 58 6 (8) � (4) 52
Other 2 1 (1) � � 2

Total 91 7 (28) � (7) 63

Total Activity $ 211 $ 66 $ (51) $ 2 $ (14) $ 214

Fiscal 2009 Actions
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        The Company initiated restructuring programs during fiscal 2009 primarily relating to headcount reductions in the Electronic Components
and Network Solutions segments. In connection with these actions, during the quarter ended December 26, 2008, the Company recorded
restructuring charges of $55 million primarily related to employee severance and benefits. The Company expects to complete all restructuring
activities commenced in fiscal 2009 by the end of fiscal 2011 and to incur additional
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

4.    Restructuring and Other Charges, Net (Continued)

charges, primarily in the Electronic Components segment, of approximately $2 million relating to these initiated actions by completion.

Fiscal 2008 Actions

        The Company initiated restructuring programs during fiscal 2008 primarily relating to the migration of product lines to low-cost countries
and the exit of certain manufacturing operations in the Electronic Components and Network Solutions segments. In connection with these
actions, during the quarters ended December 26, 2008 and December 28, 2007, the Company recorded restructuring charges of $6 million and
$7 million, respectively, primarily related to employee severance and benefits. The Company expects to complete all restructuring activities
commenced in fiscal 2008 by the end of fiscal 2010 and to incur additional charges, primarily in the Electronic Components segment, of
approximately $38 million relating to these initiated actions by completion.

Pre-Fiscal 2008 Actions

        During the quarters ended December 26, 2008 and December 28, 2007, the Company recorded restructuring charges of $5 million and
$6 million, respectively, related to pre-fiscal 2008 actions. The Company expects to complete all restructuring activities commenced in fiscal
2007 by the end of fiscal 2010 and to incur additional charges of approximately $1 million relating to these actions by completion.

        Also, during the quarters ended December 26, 2008 and December 28, 2007, the Company recorded restructuring charges of $2 million and
$1 million, respectively, related to interest accretion on restructuring reserves for activities announced in prior fiscal years.

Non-Cash Charges

        During the quarters ended December 26, 2008 and December 28, 2007, the Company recorded non-cash charges of $10 million and
$7 million, respectively, primarily related to the impairment of fixed assets in connection with exited manufacturing facilities and product lines.

Total Restructuring Reserves

        The Company's restructuring reserves by segment were as follows:

December 26,
2008

September 26,
2008

(in millions)
Electronic Components $ 137 $ 123
Network Solutions 26 33
Undersea Telecommunications 50 54
Wireless Systems 1 1

Restructuring reserves $ 214 $ 211

8
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

4.    Restructuring and Other Charges, Net (Continued)

        Restructuring reserves were included in the Company's Condensed Consolidated Balance Sheets as follows:

December 26,
2008

September 26,
2008

(in millions)
Accrued and other current liabilities $ 171 $ 131
Other liabilities 43 80

Restructuring reserves $ 214 $ 211

5.    Discontinued Operations

        In the first quarter of fiscal 2009, the Company received additional proceeds related to working capital of $23 million in connection with
the sale of the Radio Frequency Components and Subsystem and Automotive Radar Sensors businesses which occurred in the fourth quarter of
fiscal 2008. The proceeds received in both of these transactions are subject to final working capital adjustments. In the first quarter of fiscal
2008, in connection with the sale of its Power Systems business, the Company received $102 million in net cash proceeds and recorded a
$56 million pre-tax gain on the sale.

        The Radio Frequency Components and Subsystem, Automotive Radar Sensors, and Power Systems businesses met the held for sale and
discontinued operations criteria and have been included in discontinued operations in fiscal 2008. Prior to reclassification to held for sale, the
Radio Frequency Components and Subsystem and Automotive Radar Sensors businesses were components of the Wireless Systems segment.
The Power Systems business was a component of the Other segment, which was subsequently renamed the Undersea Telecommunications
segment.

        The following table reflects net sales, pre-tax loss from discontinued operations, pre-tax gain on sale of discontinued operations, and
income taxes for the quarter ended December 28, 2007. There were no results related to discontinued operations for the quarter ended
December 26, 2008.

For the
Quarter
Ended

December 28,
2007

(in millions)
Net sales $ 234

Pre-tax loss from discontinued operations
$ (7)

Pre-tax gain on sale of discontinued operations 56
Income tax benefit 32

Income from discontinued operations, net of income taxes $ 81

9
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

6.    Inventories

        Inventories consisted of the following:

December 26,
2008

September 26,
2008

(in millions)
Raw materials $ 388 $ 402
Work in progress 900 926
Finished goods 1,018 984

Inventories $ 2,306 $ 2,312

7.    Goodwill

        The changes in the carrying amount of goodwill by segment were as follows:

Electronic
Components

Network
Solutions

Wireless
Systems Total

(in millions)
Balance at September 26, 2008 $ 5,900 $ 849 $ 319 $7,068
Currency translation (46) (6) � (52)

Balance at December 26, 2008 $ 5,854 $ 843 $ 319 $7,016

        The Company tests goodwill allocated to reporting units for impairment at least annually, or more frequently if events occur or
circumstances exist that indicate that a reporting unit's carrying value exceeds its fair value. The Company previously tested goodwill for
impairment in the fourth quarter of fiscal 2008 as part of the annual impairment testing procedures. Significant judgment is involved in
determining if an indicator of impairment has occurred. In making this assessment, management relies on a number of factors including, among
others, operating results, business plans, economic projections, and anticipated future cash flows. There are inherent uncertainties related to
these factors and management's judgment in applying each to the analysis of the recoverability of goodwill.

        Goodwill resides in three of the Company's four segments, with the largest allocation residing in Electronic Components. The Electronic
Components segment has been significantly impacted by current economic conditions, specifically related to end markets that serve the
consumer. The two largest reporting units in the Electronics Components segment serve these consumer related end markets and have an
aggregate goodwill balance of $4,863 million.

        Given current economic conditions, the Company performed a sensitivity analysis of the estimated fair value of its reporting units using the
income approach. Key assumptions used in the income approach include, but are not limited to, expected cash flows from the reporting unit
operations and the weighted average cost of capital utilized for discounting such cash flow estimates.

        As a result of the sensitivity analysis, the Company determined that there was no goodwill impairment as of December 26, 2008. Should
economic conditions deteriorate further or remain depressed for a prolonged period of time, estimates of future cash flows for each reporting unit
may be insufficient to support carrying value and the goodwill assigned to it, requiring the Company to test for impairment. Impairment charges,
if any, may be material to the Company's results of operations and financial position.

10
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

8.    Intangible Assets, Net

        The Company's intangible assets were as follows:

December 26, 2008 September 26, 2008

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Weighted
Average

Amortization
Period

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Weighted
Average

Amortization
Period

($ in millions)
Intellectual property $ 805 $ (347) $ 458 24 years $ 815 $ (342) $ 473 24 years
Other 17 (3) 14 49 years 16 (3) 13 49 years

Total $ 822 $ (350) $ 472 24 years $ 831 $ (345) $ 486 24 years

        Intangible asset amortization expense, which is recorded in selling, general, and administrative expenses, was $8 million and $9 million for
the quarters ended December 26, 2008 and December 28, 2007, respectively.

        The estimated aggregate amortization expense on intangible assets currently owned by the Company is expected to be as follows:

(in
millions)

Remainder of fiscal 2009 $ 26
Fiscal 2010 34
Fiscal 2011 33
Fiscal 2012 32
Fiscal 2013 32
Fiscal 2014 32
Thereafter 283

$ 472

9.    Debt

        Debt was as follows:

December 26,
2008

September 26,
2008

(in millions)
6.00% senior notes due 2012 $ 814 $ 800
5.95% senior notes due 2014 300 300
6.55% senior notes due 2017 797 753
7.125% senior notes due 2037 498 498
Unsecured senior revolving credit facility 190 �
Commercial paper, at an average interest rate of
3.58% and 4.01%, respectively. 248 647
Other 172 183

Total debt 3,019 3,181
Less current portion(1) 1 20
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Long-term debt $ 3,018 $ 3,161

(1)

The current portion of long-term debt at December 26, 2008 and September 26, 2008 was comprised of amounts shown as other.
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TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED
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9.    Debt (Continued)

        In April 2007, the Company entered into a $1,500 million five-year unsecured senior revolving credit facility ("Credit Facility") which
currently has useable commitments of $1,425 million. The Company's Credit Facility contains a financial ratio covenant that limits the
Company's ratio of Consolidated Total Debt (as defined in the Credit Facility) to Consolidated EBITDA (as defined in the Credit Facility) for
the then most recently concluded period of four consecutive fiscal quarters to no more than 3.5 to 1.0. The Credit Facility and the Company's
other debt agreements contain other customary covenants.

        During the first quarter of fiscal 2009, the Company terminated interest rate swaps designated as fair value hedges on $300 million
principal amount of the 6.55% senior notes and $200 million principal amount of the 6.00% senior notes. Prior to the termination, the interest
rate swaps were marked to fair value, resulting in premiums of $49 million and $14 million associated with the 6.55% senior notes and 6.00%
senior notes, respectively. The premiums will be recognized as a reduction in interest expense over the life of the respective notes. See Note 12
for additional information on interest rate swaps.

        The fair value of the Company's debt was approximately $2,653 million and $3,115 million at December 26, 2008 and September 26, 2008,
respectively.

10.    Guarantees

        Pursuant to the Separation and Distribution Agreement and Tax Sharing Agreement, upon Separation, the Company entered into certain
guarantee commitments and indemnifications with Tyco International and Covidien. Under these agreements, principally the Tax Sharing
Agreement, Tyco International, Covidien, and Tyco Electronics share 27%, 42%, and 31%, respectively, of certain contingent liabilities relating
to unresolved tax matters of legacy Tyco International. The effect of the Tax Sharing Agreement is to indemnify the Company for 69% of
certain liabilities settled by the Company with respect to unresolved legacy tax matters. Pursuant to that indemnification, the Company has made
similar indemnifications to Tyco International and Covidien with respect to 31% of certain liabilities settled by the companies with respect to
unresolved legacy tax matters. If any of the companies responsible for all or a portion of such liabilities were to default in its payment of costs or
expenses related to any such liability, the Company would be responsible for a portion of the defaulting party or parties' obligation. The
Company's indemnification created under the Tax Sharing Agreement qualifies as a guarantee of a third party entity's debt under FIN 45,
"Guarantor's Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others."

        At December 26, 2008 and September 26, 2008, the Company had a FIN 45 liability representing the indemnifications made to Tyco
International and Covidien pursuant to the Tax Sharing Agreement of $339 million which was reflected in other liabilities on the Condensed
Consolidated Balance Sheet.

        In disposing of assets or businesses, the Company often provides representations, warranties, and/or indemnities to cover various risks
including unknown damage to the assets, environmental risks involved in the sale of real estate, liability for investigation and remediation of
environmental contamination at waste disposal sites and manufacturing facilities, and unidentified tax liabilities and legal fees related to periods
prior to disposition. The Company does not have the ability to estimate the potential liability from such indemnities because they relate to
unknown conditions. However, the Company has no reason to believe that these uncertainties would have a material adverse effect on the
Company's results of operations, financial position, or cash flows.
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        In the normal course of business, the Company is liable for contract completion and product performance. In the opinion of management,
except for the charges related to the lease contract with the State of New York discussed below, such obligations will not significantly affect the
Company's results of operations, financial position, or cash flows.

        As disclosed in Note 3, in January 2009, the State of New York drew down $50 million against an irrevocable standby letter of credit
funded by the Company. As a result, the Company recorded a pre-tax charge equal to the draw. The State has the ability to draw up to an
additional $50 million against the standby letter of credit which could result in additional charges and could have a material adverse effect on the
Company's results of operations, financial position, and cash flows.

        The Company generally records estimated product warranty costs at the time of sale. The changes in the Company's warranty liability for
the quarters ended December 26, 2008 and December 28, 2007 were as follows:

For the Quarters Ended
December 26,

2008
December 28,

2007
(in millions)

Balance at beginning of period $ 30 $ 23
Warranties issued 2 1
Warranty expirations and changes in estimate 1 1
Settlements (1) (1)

Balance at end of period $ 32 $ 24

11.    Retirement Plans

        The net periodic benefit cost (credit) for all U.S. and non-U.S. defined benefit pension plans and postretirement benefit plans in the quarters
ended December 26, 2008 and December 28, 2007 was as follows:

Defined Benefit Pension Plans Postretirement Benefit Plans

U.S. Plans Non-U.S. Plans

For the Quarters Ended For the Quarters Ended For the Quarters Ended
December 26,

2008
December 28,

2007
December 26,

2008
December 28,

2007
December 26,

2008
December 28,

2007
(in millions)

Service cost $ 2 $ 1 $ 15 $ 15 $ � $ �
Interest cost 14 14 22 20 1 1
Expected return on
plan assets (15) (19) (16) (18) � �
Amortization of net
actuarial loss 4 2 3 2 � �
Curtailment/settlement
gain � � (1) (1) � �

Net periodic benefit
cost (credit) $ 5 $ (2) $ 23 $ 18 $ 1 $ 1
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11.    Retirement Plans (Continued)

        The Company anticipates that, at a minimum, it will make the minimum required contributions to its pension plans in fiscal 2009 of
$4 million for U.S. plans and $77 million for non-U.S. plans. During the quarter ended December 26, 2008, the Company contributed
$22 million to its U.S. and non-U.S. plans.

        The Company expects to make contributions to its postretirement benefit plans of $2 million in fiscal 2009. During the quarter ended
December 26, 2008, Company contributions to its postretirement benefit plans were insignificant.

        Subsequent to fiscal year end 2008, conditions have significantly deteriorated in debt and equity markets globally. The deterioration has
had a negative effect on the fair value of the Company's U.S. and non-U.S. pension and postretirement benefit plans' assets since September 26,
2008. The impact of the decline in plan assets on minimum required contributions or net periodic benefits cost in future periods could be
material to the Company's results of operations, financial position, or cash flows.

12.    Financial Instruments

Foreign Exchange Risks

        As part of managing the exposure to changes in foreign currency exchange rates, the Company utilizes foreign exchange forward and swap
contracts. The objective of these contracts is to minimize impacts to cash flows and profitability due to changes in foreign currency exchange
rates on intercompany transactions, accounts receivable, accounts payable, and other cash transactions. These contracts are recorded at fair value
with changes in the derivatives' fair value recognized in earnings as selling, general, and administrative expenses in the Condensed Consolidated
Statements of Operations. At December 26, 2008 and September 26, 2008, the Company had net liabilities of $20 million and $5 million,
respectively, on the Condensed Consolidated Balance Sheet related to these transactions. During the first quarter of fiscal 2009, the Company
incurred a net loss of approximately $50 million primarily as a result of the devaluation of certain eastern European currencies. The net loss
primarily related to hedges of certain anticipated future transactions and was recorded in selling, general, and administrative expenses in the
Condensed Consolidated Statements of Operations.

Interest Rate Risk Management

        The Company issues debt, from time to time, in capital markets to fund its operations. Such borrowings can result in interest rate and/or
currency exposure. To manage these exposures and to minimize overall interest cost, the Company has used, and may use in the future, interest
rate swaps to convert a portion of its fixed-rate debt into variable rate debt (fair value hedges) and/or convert a portion of its variable rate debt
into fixed-rate debt (cash flow hedges).

        During the first quarter of fiscal 2009, the Company terminated interest rate swaps designated as fair value hedges on $300 million
principal amount of the 6.55% senior notes and $200 million principal amount of the 6.00% senior notes. Prior to the termination, the interest
rate swaps were marked to fair value, resulting in premiums of $49 million and $14 million associated with the 6.55% senior notes and 6.00%
senior notes, respectively. The premiums will be recognized as a reduction in interest expense over the life of the respective notes.

        During fiscal 2007, in anticipation of issuing fixed rate debt, the Company entered into and, concurrent with the Company's fixed-rate debt
issuance, terminated forward starting interest rate swaps
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to hedge the variability in interest expense that would result from changes in interest rates between the date of the swap and the Company's
anticipated date of issuing fixed-rate debt. These forward starting interest rate swaps were designated as effective hedges of the probable interest
payments under SFAS No. 133. Upon the issuance of the Company's senior notes in September 2007, these swaps were terminated for a cash
payment of $54 million. The effective portion of these swaps of $53 million was recorded in accumulated other comprehensive income and is
recognized in earnings as interest expense over the remaining term of the related debt instruments. In the first quarter of fiscal 2009 and the first
quarter of fiscal 2008, the Company recognized $2 million of interest expense relating to these swaps in the Condensed Consolidated Statement
of Operations.

Hedges of Net Investment

        The Company hedges its net investment in certain foreign operations using intercompany non-derivative financial instruments denominated
in the same currencies. The aggregate notional value of these hedges was $1,565 million and $1,161 million at December 26, 2008 and
September 26, 2008, respectively. As a result of the hedges of net investment, during the quarters ended December 26, 2008 and December 28,
2007, the Company reclassified a foreign exchange loss of $65 million and $109 million, respectively. These amounts were recorded as currency
translation, a component of accumulated other comprehensive income, offsetting foreign exchange gains or losses attributable to the translation
of the net investment. (See additional information in Note 18.)

Commodity Hedges

        At December 26, 2008 and September 26, 2008, the Company's commodity hedges, all of which related to purchases of gold, had a notional
value of $23 million and $21 million, respectively, and were in a gain position of $2 million. The hedges were effective as of December 26,
2008, and the gain is included in other comprehensive (loss) income. The Company expects that significantly all of the balance in accumulated
other comprehensive income associated with the commodities hedges will be reclassified into the Condensed Consolidated Statements of
Operations within the next fiscal year as adjustments to cost of sales. The Company did not engage in commodities hedges during the first
quarter of fiscal 2008.

13.    Commitments and Contingencies

General Matters

        At December 26, 2008, the Company had a contingent purchase price commitment of $80 million related to the fiscal 2001 acquisition of
Com-Net by the Wireless Systems segment. This represents the maximum amount payable to the former shareholders of Com-Net only after the
construction and installation of a communications system for the State of Florida is finished and the State of Florida has approved the system
based on the guidelines set forth in the contract. A liability for this contingency has not been recorded in the Company's Condensed
Consolidated Financial Statements as the amount of this contingency is not currently estimable.
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Environmental Matters

        The Company is involved in various stages of investigation and cleanup related to environmental remediation matters at a number of sites.
The ultimate cost of site cleanup is difficult to predict given the uncertainties regarding the extent of the required cleanup, the interpretation of
applicable laws and regulations, and alternative cleanup methods. As of December 26, 2008, the Company concluded that it was probable that it
would incur remedial costs in the range of approximately $12 million to $24 million. As of December 26, 2008, the Company concluded that the
best estimate within this range is approximately $16 million, of which $4 million is included in accrued and other current liabilities and
$12 million is included in other liabilities on the Condensed Consolidated Balance Sheet. In view of the Company's financial position and
reserves for environmental matters of $16 million, the Company believes that any potential payment of such estimated amounts will not have a
material adverse effect on its results of operations, financial position, or cash flows.

Tyco Electronics Legal Proceedings

State of New York Contract

        See Note 3 for disclosure related to the State of New York contract.

Intellectual Property and Antitrust Litigation

        The Company is a party to a number of patent infringement and antitrust actions that may require the Company to pay damage awards. The
Company has assessed the status of these matters and has recorded liabilities related to certain of these matters where appropriate.

Other Matters

        The Company is a defendant in a number of other pending legal proceedings incidental to present and former operations, acquisitions, and
dispositions. The Company does not expect the outcome of these proceedings, either individually or in the aggregate, to have a material adverse
effect on its results of operations, financial position, or cash flows.

Legal Matters under Separation and Distribution Agreement

        The Separation and Distribution Agreement provided for the allocation among the Company, Tyco International, and Covidien of Tyco
International's assets, liabilities, and obligations attributable to periods prior to the Company's and Covidien's separations from Tyco
International on June 29, 2007. Under the Separation and Distribution Agreement, the Company assumed the liability for, and control of, all
pending and threatened legal matters at Separation related to the Company's business or assumed or retained liabilities, and will indemnify the
other parties for any liability arising out of or resulting from such assumed legal matters. Tyco Electronics will be responsible for 31% of certain
potential liabilities that may arise from litigation pending or threatened at Separation that was not allocated to one of the three parties, and Tyco
International and Covidien are responsible for 27% and 42%, respectively, of such liabilities. If any party defaults in payment of its allocated
share of any such liability, each non-defaulting party will be responsible for an equal portion of the amount in default together with any other
non-defaulting party, although any such payments will not release the obligation of the defaulting party. Subject to the terms and conditions of
the Separation and
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Distribution Agreement, Tyco International manages and controls all the legal matters related to the shared contingent liabilities, including the
defense or settlement thereof, subject to certain limitations. All costs and expenses that Tyco International incurs in connection with the defense
of such litigation, other than the amount of any judgment or settlement, which will be allocated in the manner described above, will be borne
equally by Tyco International, Covidien, and the Company.

Tyco International Legal Proceedings

Securities Class Actions and Settlement

        As previously reported in the Company's periodic filings, prior to the announcement by Tyco International of the planned separation of
Tyco Electronics and Covidien in January 2006, Tyco International and certain of its former directors and officers were named as defendants in
over 40 purported securities class action lawsuits. As a part of the Separation and Distribution Agreement, any existing or potential liabilities
related to the securities class actions were allocated among Tyco International, Covidien, and the Company. The Company is responsible for
31% of potential liabilities that may arise upon the resolution of the remaining pending litigation.

        Most of the securities class actions were transferred to the United States District Court for the District of New Hampshire for coordinated or
consolidated pre-trial proceedings. A consolidated securities class action complaint was filed in these proceedings and on June 12, 2006, the
court entered an order certifying a class "consisting of all persons and entities who purchased or otherwise acquired Tyco securities between
December 13, 1999 and June 7, 2002, and who were damaged thereby, excluding defendants, all of the officers, directors and partners thereof,
members of their immediate families and their legal representatives, heirs, successors or assigns, and any entity in which any of the foregoing
have or had a controlling interest." As previously reported, Tyco International settled 32 of the purported securities class action lawsuits arising
from the actions alleged to have been taken by its prior management, for which the Company was responsible for 31%. All legal contingencies
that could have affected the final order entered in the United States District Court for the District of New Hampshire approving the settlement
expired on February 21, 2008. As of the opt-out deadline for the settlement, Tyco International received opt-out notices from individuals and
entities totaling approximately 4% of the shares owned by class members. A number of these individuals and entities have filed actions
separately against Tyco International and/or Tyco International, Covidien, and the Company. It is not possible at this time to predict the final
outcome or to estimate the amount of loss or range of possible loss, if any, that might result from an adverse resolution of the asserted or
unasserted claims from individuals that have opted out.

        Several securities cases remain outstanding, including several cases asserting claims arising under the Employee Retirement Income
Security Act. If the unresolved securities proceedings were to be determined adversely to Tyco International, the Company's share of any
additional potential losses under the terms of the Separation and Distribution Agreement, which are not presently estimable, may have a material
adverse effect on the Company's results of operations, financial position, or cash flows.

Settlement of Securities Proceedings Not Covered by the Class Action Settlement

        As previously reported, in November 2008, Tyco International entered into a definitive agreement to settle the action entitled Hess v. Tyco
International Ltd., et al. brought against certain of Tyco
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International's former directors and officers, Tyco International's former auditors, and Tyco International. The settlement agreement provided
that Tyco International make a payment of $16 million to the plaintiffs, which payment was subject to the sharing formula contained in the
Separation and Distribution Agreement. Pursuant to the sharing formula, in the first quarter of fiscal 2009, the Company recorded a charge of
approximately $5 million, for which no tax benefit was available.

        As previously reported, in November 2008, Tyco International entered into a definitive agreement to settle an action entitled Sciallo v. Tyco
International Ltd., et al. brought against Tyco International and certain former Tyco International directors and executives. The settlement
agreement provided that Tyco International make a payment of $2 million to the plaintiffs, which payment was subject to the sharing formula
contained in the Separation and Distribution Agreement. Pursuant to the sharing formula, in the first quarter of fiscal 2009, the Company
recorded a charge of approximately $1 million, for which no tax benefit was available.

        In December 2008, Tyco Electronics, Tyco International, and Covidien entered into a settlement agreement with the Commonwealth of
Massachusetts Pension Reserves Investment Management Board (the "Massachusetts Pension Board") in connection with claims against Tyco
International for which the Massachusetts Pension Board had opted out of the class action settlement described above. The settlement agreement
and release provided that Tyco International make a payment of $11 million to the Massachusetts Pension Board, which payment was subject to
the sharing formula contained in the Separation and Distribution Agreement. In the first quarter of fiscal 2009, the Company recorded a charge
of $3 million, for which no tax benefit was available. The charge represents the Company's share of the settlement costs in accordance with the
sharing percentages included in the Separation and Distribution Agreement.

Investigations

        As previously reported in the Company's periodic filings, Tyco International and others have received various subpoenas and requests from
the Securities and Exchange Commission's ("SEC") Division of Enforcement, the U.S. Department of Labor, the General Services
Administration, and others seeking the production of voluminous documents in connection with various investigations into Tyco International's
governance, management, operations, accounting, and related controls prior to the Separation. The Department of Labor is investigating Tyco
International and the administrators of certain of its benefit plans. Tyco International has advised the Company that it cannot predict when these
investigations will be completed, nor can it predict what the results of these investigations may be. It is possible that Tyco International will be
required to pay material fines or suffer other penalties, and pursuant to the liability sharing provisions of the Separation and Distribution
Agreement, a portion of such payments may be allocated to the Company. It is not possible to estimate the amount of loss, or range of possible
loss, if any, that might result from an adverse resolution of these matters. As a result, the Company's share of such potential losses also is not
estimable and may have a material adverse effect on the Company's results of operations, financial position, or cash flows.

Compliance Matters

        As previously reported in the Company's periodic filings, Tyco International received and has responded to various allegations that certain
improper payments were made by Tyco International

18

Edgar Filing: Tyco Electronics Ltd. - Form 10-Q

27



Table of Contents

TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

13.    Commitments and Contingencies (Continued)

subsidiaries, including Tyco Electronics subsidiaries, in recent years prior to the Separation. Tyco International reported to the U.S. Department
of Justice ("DOJ") and the SEC the investigative steps and remedial measures that it had taken in response to the allegations, including that it
retained outside counsel to perform a company-wide baseline review of its policies, controls, and practices with respect to compliance with the
Foreign Corrupt Practices Act ("FCPA"), that it would continue to make periodic progress reports to these agencies, and that it would present its
factual findings upon conclusion of the baseline review. To date, the Company's baseline review has revealed that some of the Company's
former business practices may not comply with FCPA requirements. At this time, the Company cannot predict the outcome of these matters and
other allegations reported to regulatory and law enforcement authorities and therefore cannot estimate the range of potential loss or extent of
risk, if any, that may result from an adverse resolution of these matters. However, it is possible that the Company may be required to pay
judgments, suffer penalties, or incur settlements in amounts that may have a material adverse effect on the Company's results of operations,
financial position, or cash flows. Any judgment, settlement, or other cost incurred by Tyco International in connection with these matters not
specifically allocated to Tyco International, Covidien, or the Company would be subject to the liability sharing provisions of the Separation and
Distribution Agreement.

Income Taxes

        In prior years, in connection with Internal Revenue Service ("IRS") audits of various fiscal years, Tyco International submitted to the IRS
proposed adjustments to prior period U.S. federal income tax returns resulting in a reduction in the taxable income previously filed. The IRS
accepted substantially all of the proposed adjustments for fiscal years 1997 through 2000 for which the IRS had completed its field work. On the
basis of previously accepted amendments, the Company has determined that acceptance of adjustments presented for additional periods through
fiscal 2005 is probable and, accordingly, has recorded them, as well as the impacts of the adjustments accepted by the IRS, in the Condensed
Consolidated Financial Statements.

        During fiscal 2007, the IRS concluded its field examination of certain of Tyco International's U.S. federal income tax returns for the years
1997 through 2000 and issued anticipated Revenue Agent Reports which reflect the IRS' determination of proposed tax adjustments for the
periods under audit. Tyco International has agreed with the IRS on adjustments totaling $498 million. It is the Company's understanding that
Tyco International has appealed other proposed adjustments totaling approximately $1 billion and is vigorously defending its prior filed tax
return positions. Additionally, the IRS proposed civil fraud penalties against Tyco International arising from alleged actions of former executives
in connection with certain intercompany transfers of stock in 1998 and 1999. Any penalty imposed would be subject to sharing with Tyco
International and Covidien under the Tax Sharing Agreement. It is the Company's understanding that Tyco International is vigorously opposing
the assertion of any such penalties. The Company continues to believe that the amounts recorded in its Condensed Consolidated Financial
Statements relating to these matters are appropriate; however, the ultimate resolution is uncertain and, should Tyco International lose its appeal,
it could result in a material impact to the Company's results of operations, financial position, or cash flows.

        Tyco International continues to complete proposed adjustments to the remainder of its U.S. federal income tax returns. In fiscal 2008,
certain proposed adjustments to U.S. federal income tax returns were completed by Tyco International and presented to the IRS. In addition, in
fiscal 2008, Tyco
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International, Covidien, and the Company completed and filed certain fiscal 2007 U.S. consolidated federal and state income tax returns which
included a combination of Tyco International, Covidien, and the Company's subsidiaries. As the Company's tax return positions continue to be
updated, additional adjustments may be identified and recorded in the Condensed Consolidated Financial Statements. While the final
adjustments cannot be determined until the income tax return amendment process is completed, the Company believes that any resulting
adjustments will not have a material impact on its results of operations, financial position, or cash flows. Additionally, adjustments may be
recorded to shareholders' equity in the future for the impact of filing final or amended income tax returns in certain jurisdictions where those
returns include a combination of Tyco International, Covidien, and/or the Company's subsidiaries for the periods prior to the Separation.

14.    Fair Value Measurements

        The Company adopted SFAS No. 157, "Fair Value Measurements," as of September 27, 2008. SFAS No. 157 defines fair value as the
exchange price that would be received for an asset or paid to transfer a liability in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants.

        In February 2008, the FASB issued FSP No. FAS 157-2, "Effective Date of FASB Statement No. 157," which delays the effective date of
SFAS No. 157 for non-financial assets and liabilities that are not measured at fair value on a recurring basis (at least annually) for one year. The
Company will adopt the non-financial asset and liability fair value disclosures in fiscal 2010. The Company is currently assessing the impact of
adopting SFAS No. 157 for non-financial assets and liabilities on the Condensed Consolidated Financial Statements.

        SFAS No. 157 specifies a fair value hierarchy based upon the observability of the inputs utilized in the valuation. Observable inputs
(highest level) reflect market data obtained from independent sources, while unobservable inputs (lowest level) reflect internally developed
market assumptions. In accordance with SFAS No. 157, fair value measurements are classified under the following hierarchy:

�
Level 1�Quoted prices in active markets for identical assets and liabilities.

�
Level 2�Quoted prices in active markets for similar assets and liabilities, or other inputs that are observable for the asset or
liability, either directly or indirectly, for substantially the full term of the financial instrument.

�
Level 3�Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the
assets and liabilities. This includes certain pricing models, discounted cash flow methodologies and similar techniques that
use significant unobservable inputs.

        The adoption of SFAS No. 157 had no effect on the Company's results of operations, financial position, or cash flows.
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        Assets and liabilities recorded at fair value are valued using quoted market prices or under a market approach using other relevant
information generated by market transactions involving identical or comparable instruments and included:

Fair Value Measurements
Using Inputs Considered as Fair Value at

December 26,
2008Description Level 1 Level 2 Level 3

(in millions)
Assets:
Commodity derivatives $ 2 $ � $ � $ 2
Foreign currency forward contracts � 6 � 6
Rabbi trust assets 77 � � 77

Total assets at fair value $ 79 $ 6 $ � $ 85

Liabilities:
Foreign currency forward contracts $ � $ 26 $ � $ 26

        The Company does not have significant financial assets or liabilities that are measured at fair value on a non-recurring basis.

        The Company uses various valuation techniques, which are primarily based upon the market and income approaches, with respect to
financial assets and liabilities. Following is description of the valuation methodologies used for the respective assets and liabilities measured at
fair value:

�
Commodity derivatives�Fair value of these assets and liabilities is determined using quoted futures exchanges (level 1).

�
Foreign currency forward contracts�Fair value of these assets and liabilities is determined based on observable market
transactions of spot currency rates and forward rates (level 2).

�
Rabbi trust assets�Rabbi trust assets are comprised of marketable debt and equity securities that are marked to fair value
based on unadjusted quoted prices in active markets (level 1).

        The majority of derivatives entered into by the Company are valued using the over-the-counter quoted market prices for similar
instruments. The Company does not believe that fair values of these derivative instruments materially differ from the amounts that could be
realized upon settlement or maturity, or that the changes in fair value will have a material effect on its results of operations, financial position, or
cash flows.

15.    Income Taxes

        The effective income tax rate was 39.7% and 15.1% for the quarters ended December 26, 2008 and December 28, 2007, respectively. The
effective rate for the first quarter of fiscal 2009 reflects certain tax benefits associated with a pre-tax charge of $111 million recorded in
connection with the State of New York contract as well as the tax impacts related to approximately $50 million of net losses associated with
hedges of certain anticipated future transactions that were primarily realized in lower tax rate jurisdictions. In addition, the effective rate for the
first quarter of fiscal 2009 reflects tax benefits recognized in connection with expected additional fiscal 2009 profitability in certain entities
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operating in lower tax rate jurisdictions as well as the favorable resolution of an uncertain tax position in the period. The effective tax rate for the
first quarter of fiscal 2008 includes the impact of $572 million of pre-tax income recognized in connection with the adoption of FIN 48,
"Accounting for Uncertainty in Income Taxes�an interpretation of FASB Statement No. 109," for which no tax was provided. In addition, the
effective tax rate in the first quarter of fiscal 2008 was favorably impacted by a decrease in non-U.S. valuation allowances.

        The Company records accrued interest as well as penalties related to uncertain tax positions as part of the provision for income taxes. As of
September 26, 2008, the Company had recorded $1,110 million of accrued interest and penalties related to uncertain tax positions on the
Condensed Consolidated Balance Sheet, of which $1,106 million was recorded in income taxes and $4 million was recorded in accrued and
other current liabilities. During the quarter ended December 26, 2008, the Company recognized $39 million of interest and penalties on the
Condensed Consolidated Statement of Operations. As of December 26, 2008, the balance of accrued interest and penalties was $1,148 million,
of which $1,143 million was recorded in income taxes and $5 million was recorded in accrued and other current liabilities on the Condensed
Consolidated Balance Sheet.

        In fiscal 2007, the IRS concluded its field examination of certain of Tyco International's U.S. federal income tax returns for the years 1997
through 2000. Tyco International is in the process of appealing certain tax adjustments proposed by the IRS related to this period. In the second
quarter of fiscal 2008, the IRS commenced its field examination of certain Tyco International U.S. federal income tax returns for the years 2001
through 2004. Tyco International's U.S. federal tax filings for years subsequent to 2004 also remain open to examination by the IRS. See
Note 13 for additional information regarding the status of IRS examinations.

        Although it is not possible to predict the timing or results of certain pending examinations, the Company currently does not anticipate there
will be significant changes in the next twelve months to the amount of unrecognized tax benefits inherent in the Company's Condensed
Consolidated Balance Sheet as of December 26, 2008.

16.    Other (Expense) Income

        In the quarter ended December 26, 2008, the Company recorded net other expense of $1 million primarily consisting of $3 million of
unrealized losses on rabbi trust assets and $2 million of income pursuant to the Tax Sharing Agreement with Tyco International and Covidien. In
the quarter ended December 28, 2007, the Company recorded other income of $592 million, pursuant to the Tax Sharing Agreement, of which
$572 million related to certain incremental tax liabilities recorded by the Company upon the initial adoption of FIN 48.

17.    Shareholders' Equity

Dividends

        In December 2008, the Company's board of directors declared a regular quarterly cash dividend of $0.16 per common share to be paid on
February 3, 2009. Declared but unpaid dividends are recorded in accrued and other current liabilities on the Condensed Consolidated Balance
Sheet at December 26, 2008 and September 26, 2008.
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17.    Shareholders' Equity (Continued)

Share Repurchase Program

        During the first quarter of fiscal 2009, the Company purchased approximately 6 million of its common shares for $125 million. The
Company also settled purchases of $27 million of its common shares which occurred prior to the end of the fourth quarter of fiscal 2008. Since
inception of the share repurchase program, which has a current authorization of $2,000 million, the Company has purchased approximately
43 million shares for $1,394 million.

18.    Comprehensive (Loss) Income

        Comprehensive (loss) income consisted of the following:

For the Quarters Ended
December 26,

2008
December 28,

2007
(in millions)

Net (loss) income $ (37) $ 949
Currency translation(1) (343) 23
Gain on cash flow hedge 2 2
Amortization of unrecognized pension and
postretirement benefit costs, net of income taxes 4 1

Total comprehensive (loss) income $ (374) $ 975

(1)

Includes hedge of net investment foreign exchange gains or losses, offsetting foreign exchange gains or losses attributable to the
translation of the net investments.

19.    (Loss) Earnings Per Share

        The computation of basic (loss) earnings per share is based on the Company's net (loss) income divided by the basic weighted-average
number of common shares.

        The following table sets forth the denominators of the basic and diluted (loss) earnings per share computations:

For the Quarters Ended
December 26,

2008
December 28,

2007
(in millions)

Weighted-average shares outstanding:
Basic 459 496
Share options and restricted share awards � 3

Diluted 459 499
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        For the quarter ended December 26, 2008, non-vested restricted share awards and non-vested options to purchase Tyco Electronics'
common shares with underlying exercise prices less than the average market prices were outstanding, but were excluded from the calculation of
diluted loss per
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19.    (Loss) Earnings Per Share (Continued)

share, as inclusion of these securities would have been antidilutive. Such shares not included in the computation of diluted loss per share totaled
2 million as of December 26, 2008.

        For the quarters ended December 26, 2008 and December 28, 2007, certain share options were not included in the computation of diluted
(loss) earnings per share because the instruments' underlying exercise prices were greater than the average market prices of Tyco Electronics'
common shares and inclusion would be antidilutive. Such shares not included in the computation of diluted earnings per share totaled 22 million
and 20 million as of December 26, 2008 and December 28, 2007, respectively.

20.    Share Plans

        The Company follows the provisions of SFAS No. 123(R). Total share-based compensation costs included in the Condensed Consolidated
Statements of Operations were $16 million and $20 million during the quarters ended December 26, 2008 and December 28, 2007, respectively,
of which $1 million was included in income from discontinued operations in the quarter ended December 28, 2007. All share-based
compensation costs not related to discontinued operations are presented in selling, general, and administrative expenses.

Restricted Share Awards

        A summary of the Company's outstanding restricted share awards as of December 26, 2008 and changes during the quarter then ended are
presented below:

Non-vested Restricted Share Awards Shares

Weighted-Average
Grant-Date Fair

Value
Non-vested at September 26, 2008 3,328,270 $ 36.97
Granted 2,627,557 14.13
Vested (784,674) 33.81
Forfeited (84,392) 24.04

Non-vested at December 26, 2008 5,086,761 $ 25.87

        As of December 26, 2008, there was $85 million of total unrecognized compensation costs related to non-vested Tyco Electronics restricted
share awards. That cost is expected to be recognized over a weighted-average period of 3.1 years.

24

Edgar Filing: Tyco Electronics Ltd. - Form 10-Q

35



Table of Contents

TYCO ELECTRONICS LTD.

NOTES TO CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (UNAUDITED) (Continued)

20.    Share Plans (Continued)

Share Options

        A summary of the Company's outstanding share option award grants as of December 26, 2008 and changes during the quarter then ended
are presented below:

Shares
Weighted-Average
Exercise Price

Weighted-Average
Remaining
Contractual

Term

Aggregate
Intrinsic
Value

(in years) (in millions)
Outstanding at September 26, 2008 25,465,020 $ 43.81
Granted 3,966,950 14.20
Exercised (10,849) 16.50
Expired (1,443,836) 56.20
Forfeited (82,848) 37.18

Outstanding at December 26, 2008 27,894,437 $ 38.99 5.2 $ 8

Vested and non-vested expected to vest
at December 26, 2008 26,867,881 $ 39.52 5.2 $ 7
Exercisable at December 26, 2008 20,691,971 $ 43.86 3.9 $ 3

        As of December 26, 2008, there was $43 million of total unrecognized compensation costs related to non-vested Tyco Electronics share
options granted under Tyco Electronics share option plans. The cost is expected to be recognized over a weighted-average period of 3.0 years.

Share-Based Compensation

        The weighted-average grant-date fair value of options granted during the quarter ended December 26, 2008 and the weighted-average
assumptions the Company used in the Black-Scholes-Merton option pricing model for the quarter then ended were as follows:

Weighted-average grant-date fair value $3.46
Assumptions:
Expected share price volatility 39%
Risk free interest rate 2.4%
Expected annual dividend per share $0.64
Expected life of options (years) 5.0
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21.    Segment Data

        Net sales and (loss) income from operations by segment are presented in the following table for the quarters ended December 26, 2008 and
December 28, 2007:

Net Sales(1)
(Loss) Income from

Operations

For the Quarters Ended For the Quarters Ended
December 26,

2008
December 28,

2007
December 26,

2008
December 28,

2007
(in millions)

Electronic Components $ 1,992 $ 2,640 $ 12 $ 352
Network Solutions 456 512 45 69
Undersea Telecommunications 265 314 38 43
Wireless Systems 96 92 (107)(2) 8
Litigation settlement � � (9) �

Total $ 2,809 $ 3,558 $ (21) $ 472

(1)

Intersegment sales are not material and are recorded at selling prices that approximate market prices.

(2)

Includes charges of $111 million related to the State of New York contract.

        Segment assets and a reconciliation of segment assets to total assets at December 26, 2008 and September 26, 2008 were as follows:

December 26,
2008

September 26,
2008

(in millions)
Electronic Components $ 5,810 $ 6,311
Network Solutions 1,073 1,130
Undersea Telecommunications 627 652
Wireless Systems 409 462

Total segment assets(1) 7,919 8,555
Other current assets 1,296 2,057
Other non-current assets 11,031 10,988

Total assets $ 20,246 $ 21,600

(1)

Segment assets are comprised of accounts receivable, inventory, and property, plant, and equipment. Corporate assets are
allocated to the segments based on segment assets.

22.    Subsequent Events
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        On January 14, 2009, the Company announced that its board of directors unanimously approved a proposed change of the Company's place
of incorporation from Bermuda to Switzerland (the "Swiss Continuation"). At a Special General Meeting, shareholders will be asked to vote in
favor of the change of the Company's place of incorporation, an increase in the Company's registered share capital (par value of common
shares), and a number of related Swiss organizational matters. If these matters are approved, and subject to the satisfaction of certain conditions,
the Company intends to implement the change as soon as practicable.

        If the Swiss Continuation is implemented, the Company will at all times continue to exist as the same company but will discontinue its
Bermuda status and continue its corporate existence in Switzerland. The Company does not anticipate any material change in its operations or
financial results as a result of the change in place of incorporation.
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23.    Tyco Electronics Group S.A.

        In December 2006, prior to the Separation, Tyco Electronics Group S.A. ("TEGSA"), a 100% owned subsidiary of Tyco Electronics Ltd.,
was formed. TEGSA, a Luxembourg company, is a holding company that owns directly, or indirectly, all of the operating subsidiaries of Tyco
Electronics Ltd. TEGSA is the obligor under the Company's senior notes, five-year unsecured senior revolving credit facility, and commercial
paper, all of which are fully and unconditionally guaranteed by its parent, Tyco Electronics Ltd. The following tables present condensed
consolidating financial information for Tyco Electronics Ltd., TEGSA, and all other subsidiaries that are not providing a guarantee of debt but
which represent assets of TEGSA, using the equity method.

 CONSOLIDATING STATEMENT OF OPERATIONS

For the Quarter Ended December 26, 2008

Tyco
Electronics Ltd.

Tyco
Electronics
Group S.A.

Other
Subsidiaries

Consolidating
Adjustments Total

(in millions)
Net sales $ � $ � $ 2,809 $ � $2,809
Cost of sales � � 2,255 � 2,255

Gross income � � 554 � 554
Selling, general, and administrative
expenses 9 1 479 � 489
Litigation settlement 9 � � � 9
Restructuring and other charges, net � � 77 � 77

Loss from operations (18) (1) (2) � (21)
Interest income � � 6 � 6
Interest expense � (39) (3) � (42)
Other expense, net � � (1) � (1)
Equity in net income of subsidiaries (4) 25 � (21) �
Intercompany interest and fees (15) 11 4 � �

(Loss) income before income taxes
and minority interest (37) (4) 4 (21) (58)

Income tax benefit � � 23 � 23
Minority interest � � (2) � (2)

Net (loss) income $ (37) $ (4) $ 25 $ (21) $ (37)
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23.    Tyco Electronics Group S.A. (Continued)

 CONSOLIDATING STATEMENT OF OPERATIONS

For the Quarter Ended December 28, 2007

Tyco
Electronics Ltd.

Tyco
Electronics
Group S.A.

Other
Subsidiaries

Consolidating
Adjustments Total

(in millions)
Net sales $ � $ � $ 3,558 $ � $3,558
Cost of sales � � 2,666 � 2,666

Gross income � � 892 � 892
Selling, general, and administrative
expenses 7 (9) 401 � 399
Restructuring and other charges, net � � 21 � 21

(Loss) income from operations (7) 9 470 � 472
Interest income � � 10 � 10
Interest expense � (48) (2) � (50)
Other (expense) income, net � (6) 598 � 592
Equity in net income of subsidiaries 878 908 � (1,786) �
Equity in net income of subsidiaries
held for sale 81 81 � (162) �
Intercompany interest and fees (3) 15 (12) � �

Income from continuing
operations before income taxes
and minority interest 949 959 1,064 (1,948) 1,024

Income tax expense � � (155) � (155)
Minority interest � � (1) � (1)

Income from continuing
operations 949 959 908 (1,948) 868

Income from discontinued operations,
net of income taxes � � 81 � 81

Net income $ 949 $ 959 $ 989 $ (1,948) $ 949
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23.    Tyco Electronics Group S.A. (Continued)

 CONSOLIDATING BALANCE SHEET

As of December 26, 2008

Tyco
Electronics Ltd.

Tyco
Electronics
Group S.A.

Other
Subsidiaries

Consolidating
Adjustments Total

(in millions)
Assets
Current Assets:
Cash and cash equivalents $ 1 $ � $ 544 $ � $ 545
Accounts receivable, net � � 2,207 � 2,207
Inventories � � 2,306 � 2,306
Intercompany receivables 6 � 21 (27) �
Prepaid expenses and other current assets 7 3 538 � 548
Deferred income taxes � � 203 � 203

Total current assets 14 3 5,819 (27) 5,809
Property, plant, and equipment, net � � 3,406 � 3,406
Goodwill � � 7,016 � 7,016
Intangible assets, net � � 472 � 472
Deferred income taxes � � 2,053 � 2,053
Investment in subsidiaries 10,505 12,420 � (22,925) �
Intercompany loans receivable 200 6,614 5,768 (12,582) �
Receivable from Tyco International Ltd. and
Covidien Ltd. � � 1,220 � 1,220
Other assets � 15 255 � 270

Total Assets $ 10,719 $ 19,052 $ 26,009 $ (35,534) $20,246

Liabilities and Shareholders' Equity
Current Liabilities:
Current maturities of long-term debt $ � $ � $ 1 $ � $ 1
Accounts payable � � 1,232 � 1,232
Accrued and other current liabilities 78 43 1,160 � 1,281
Deferred revenue � � 203 � 203
Intercompany payables 21 � 6 (27) �

Total current liabilities 99 43 2,602 (27) 2,717
Long-term debt � 2,847 171 � 3,018
Intercompany loans payable 111 5,657 6,814 (12,582) �
Long-term pension and postretirement
liabilities � � 722 � 722
Deferred income taxes � � 285 � 285
Income taxes � � 2,299 � 2,299
Other liabilities � � 686 � 686

Total Liabilities 210 8,547 13,579 (12,609) 9,727
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Minority interest � � 10 � 10
Shareholders' Equity 10,509 10,505 12,420 (22,925) 10,509

Total Liabilities and Shareholders'
Equity $ 10,719 $ 19,052 $ 26,009 $ (35,534) $20,246
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23.    Tyco Electronics Group S.A. (Continued)

 CONSOLIDATING BALANCE SHEET

As of September 26, 2008

Tyco
Electronics Ltd.

Tyco
Electronics
Group S.A.

Other
Subsidiaries

Consolidating
Adjustments Total

(in millions)
Assets
Current Assets:
Cash and cash equivalents $ � $ � $ 1,086 $ � $ 1,086
Accounts receivable, net � � 2,726 � 2,726
Inventories � � 2,312 � 2,312
Intercompany receivables 1 � 23 (24) �
Prepaid expenses and other current assets 2 86 679 � 767
Deferred income taxes � � 204 � 204

Total current assets 3 86 7,030 (24) 7,095
Property, plant, and equipment, net � � 3,517 � 3,517
Goodwill � � 7,068 � 7,068
Intangible assets, net � � 486 � 486
Deferred income taxes � � 1,915 � 1,915
Investment in subsidiaries 11,069 12,957 � (24,026) �
Intercompany loans receivable 167 6,551 5,500 (12,218) �
Receivable from Tyco International Ltd. and
Covidien Ltd. � � 1,218 � 1,218
Other assets � 21 280 � 301

Total Assets $ 11,239 $ 19,615 $ 27,014 $ (36,268) $21,600

Liabilities and Shareholders' Equity
Current Liabilities:
Current maturities of long-term debt $ � $ � $ 20 $ � $ 20
Accounts payable 27 � 1,442 � 1,469
Accrued and other current liabilities 83 81 1,432 � 1,596
Deferred revenue � � 247 � 247
Intercompany payables 23 � 1 (24) �

Total current liabilities 133 81 3,142 (24) 3,332
Long-term debt � 2,998 163 � 3,161
Intercompany loans payable 33 5,467 6,718 (12,218) �
Long-term pension and postretirement
liabilities � � 721 � 721
Deferred income taxes � � 289 � 289
Income taxes � � 2,291 � 2,291
Other liabilities � � 723 � 723
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Total Liabilities 166 8,546 14,047 (12,242) 10,517

Minority interest � � 10 � 10
Shareholders' Equity 11,073 11,069 12,957 (24,026) 11,073

Total Liabilities and Shareholders'
Equity $ 11,239 $ 19,615 $ 27,014 $ (36,268) $21,600
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23.    Tyco Electronics Group S.A. (Continued)

 CONSOLIDATING STATEMENT OF CASH FLOWS

For the Quarter Ended December 26, 2008

Tyco
Electronics Ltd.

Tyco
Electronics
Group S.A.

Other
Subsidiaries

Consolidating
Adjustments Total

(in millions)
Cash Flows From Operating Activities:
Net cash provided by (used in) operating
activities $ 16 $ 138 $ (121) $ � $ 33

Cash Flows From Investing Activities:
Capital expenditures � � (116) � (116)
Proceeds from sale of property, plant, and
equipment � � 4 � 4
Proceeds from divestiture of discontinued
operation, net of cash retained by business
sold � � 23 � 23
Increase in intercompany loans 45 127 � (172) �
Other � � (4) � (4)

Net cash provided by (used in) investing
activities 45 127 (93) (172) (93)

Cash Flows From Financing Activities:
Net decrease in commercial paper � (400) � � (400)
Repayment of long-term debt � � (19) � (19)
Proceeds from long-term debt � 190 � � 190
Changes in parent company equity 166 (56) (110) � �
Repurchase of common shares (152) � � � (152)
Payment of common dividends (74) � � � (74)
Loan borrowing from parent � � (172) 172 �
Other � 1 (3) � (2)

Net cash used in financing activities (60) (265) (304) 172 (457)

Effect of currency translation on cash � � (24) � (24)
Net increase (decrease) in cash and cash
equivalents 1 � (542) � (541)
Cash and cash equivalents at beginning of
period � � 1,086 � 1,086

Cash and cash equivalents at end of period $ 1 $ � $ 544 $ � $ 545
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23.    Tyco Electronics Group S.A. (Continued)

 CONSOLIDATING STATEMENT OF CASH FLOWS

For the Quarter Ended December 28, 2007

Tyco
Electronics Ltd.

Tyco
Electronics
Group S.A.

Other
Subsidiaries

Consolidating
Adjustments Total

(in millions)
Cash Flows From Operating Activities:
Net cash provided by (used in) continuing
operating activities $ 199 $ (77) $ 265 $ � $ 387
Net cash provided by discontinued operating
activities � � 6 � 6

Net cash provided by (used in) operating
activities 199 (77) 271 � 393

Cash Flows From Investing Activities:
Capital expenditures � � (126) � (126)
Proceeds from sale of property, plant, and
equipment � � 4 � 4
Proceeds from divestiture of discontinued
operation, net of cash retained by business
sold � � 102 � 102
Decrease in intercompany loans (213) 135 � 78 �
Other (5) � (4) � (9)

Net cash (used in) provided by continuing
investing activities (218) 135 (24) 78 (29)
Net cash used in discontinued investing
activities � � (3) � (3)

Net cash (used in) provided by investing
activities (218) 135 (27) 78 (32)

Cash Flows From Financing Activities:
Net increase in commercial paper � 505 � � 505
Repayment of long-term debt � (700) � � (700)
Proceeds from long-term debt � 100 � � 100
Repurchase of common shares (232) � � � (232)
Payment of common dividends (70) � � � (70)
Proceeds from exercise of share options 19 � � � 19
Changes in parent company equity 303 37 (340) � �
Loan borrowing from parent � � 78 (78) �
Other � � (6) � (6)

20 (58) (268) (78) (384)
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Net cash provided by (used in) continuing
financing activities
Net cash used in discontinued financing
activities � � (6) � (6)

Net cash provided by (used in) financing
activities 20 (58) (274) (78) (390)

Effect of currency translation on cash � � 6 � 6
Net increase (decrease) in cash and cash
equivalents 1 � (24) � (23)
Less: net decrease in cash and cash
equivalents related to discontinued
operations � � 3 � 3
Cash and cash equivalents at beginning of
period 2 � 940 � 942

Cash and cash equivalents at end of period $ 3 $ � $ 919 $ � $ 922
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 ITEM 2.    MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

        The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our
Condensed Consolidated Financial Statements and the accompanying notes included elsewhere in this Quarterly Report. The following
discussion may contain forward-looking statements that reflect our plans, estimates, and beliefs. Our actual results could differ materially from
those discussed in these forward-looking statements as a result of many factors, including but not limited to those under the heading
"Forward-Looking Information" and "Part II. Item 1A. Risk Factors."

        Our Condensed Consolidated Financial Statements have been prepared in United States dollars, in accordance with accounting principles
generally accepted in the United States of America ("GAAP").

        Effective June 29, 2007, Tyco Electronics Ltd. ("Tyco Electronics" or the "Company", which may be referred to as "we," "us," or "our"), a
company organized under the laws of Bermuda, became the parent company of the former electronics businesses of Tyco International Ltd.
("Tyco International"). On June 29, 2007, Tyco International distributed all of its shares of Tyco Electronics, as well as its shares of its former
healthcare businesses ("Covidien"), to its common shareholders (the "Separation").

Swiss Continuation

        On January 14, 2009, we announced that our board of directors unanimously approved a proposed change of our place of incorporation
from Bermuda to Switzerland (the "Swiss Continuation"). At a Special General Meeting, shareholders will be asked to vote in favor of the
change of our place of incorporation, an increase in our registered share capital (par value of common shares), and a number of related Swiss
organizational matters. If these matters are approved, and subject to the satisfaction of certain other conditions, we intend to implement the
change as soon as practicable.

        If the Swiss Continuation is implemented, we will at all times continue to exist as the same company but will discontinue our Bermuda
status and continue our corporate existence in Switzerland. We do not anticipate any material change in our operations or financial results as a
result of the change in place of incorporation.

Overview

        We are a leading global provider of engineered electronic components, network solutions, undersea telecommunication systems, and
wireless systems. We operate through four reporting segments: Electronic Components, Network Solutions, Undersea Telecommunications, and
Wireless Systems. We design, manufacture, and market approximately 500,000 different products for customers in industries ranging from
automotive, appliance, and aerospace and defense to telecommunications, computer, and consumer electronics. We believe the end markets that
we sell into are balanced with the total end market demand for electronic components.

        We have an established worldwide manufacturing presence with facilities in over 25 countries, and we operate in approximately 50
countries and territories. Our direct sales force, supported by nearly 8,000 engineers, serves customers in over 150 countries. Through our sales
force and engineering resources, we are able to collaborate with our customers anywhere in the world to provide highly engineered products and
solutions to meet their needs.

        Our strategic objective is to increase our revenue and profitability across all of our segments in the markets we serve. This strategy is
dependent upon the following strategic priorities:

�
leverage our market leadership position to increase our market share;

�
achieve market leadership in attractive and under-penetrated industries;

�
extend our leadership in key emerging markets;

�
supplement organic growth with strategic acquisitions;
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�
continue to focus our existing portfolio;

�
improve operating margins; and

�
accelerate new product development through research and development excellence.

        Key business factors that influenced our results of operations for the periods discussed in this Management's Discussion and Analysis of
Financial Condition and Results of Operations include:

�
Raw material price increases.  We purchase approximately 165 million pounds of copper and approximately 180,000 troy
ounces of gold annually. During the periods shown, the price of gold, as well as the prices of certain other raw materials, has
been volatile and increased. Copper prices remain high relative to historic levels but have declined over the past year. The
following table sets forth the average prices related to our most significant raw materials, copper and gold, during the
periods presented:

For the Quarters Ended

Measure
December 26,

2008
December 28,

2007
Copper Lb. $ 2.77 $ 3.35
Gold Troy oz. 804 784

�
Foreign exchange.  Approximately 54% of our net sales are invoiced in currencies other than the U.S. dollar. Our results of
operations are influenced by changes in foreign currency exchange rates. Increases or decreases in the value of the U.S.
dollar, compared to other currencies, will directly affect our reported results as we translate those currencies into U.S. dollars
at the end of each fiscal period. The percentage of net sales in fiscal 2008 by major currencies invoiced was as follows:

U.S. Dollar 46%
Euro 32
Japanese Yen 7
Chinese Renminbi 3
Korean Won 3
British Pound Sterling 2
All Others 7

Total 100%

Economic Conditions

        Current instability in the worldwide financial markets, including volatility in and disruption of the credit markets, has resulted in uncertain
economic conditions along with significant volatility in raw material costs and currency markets. Our business and operating results have been
and will continue to be affected by worldwide economic conditions. Our sales are dependent on certain end markets that are impacted by
consumer as well as industrial and infrastructure spending, and our operating results can be adversely affected by reduced demand in those
markets. As a result of recent economic trends, we experienced a 21% decrease in net sales in the first quarter of fiscal 2009 as compared to the
same period of fiscal 2008. We also anticipate a decrease in net sales in the second quarter of fiscal 2009 as compared to the second quarter of
fiscal 2008, primarily as a result of slowing demand in the consumer related end markets served by our Electronic Components segment. This
decline reflects both a decline in the end market demand as well as inventory reductions in the supply chain. The decline in net sales coupled
with anticipated unfavorable factory cost absorption will result in lower operating income in the second quarter of fiscal 2009 as compared to the
second quarter of fiscal 2008.

        We are monitoring the current environment and its potential effects on our customers and on the end markets we serve. Additionally, we
continue to closely manage our costs in order to respond to
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changing conditions. We are also managing our capital resources and monitoring capital availability to ensure that we have sufficient resources
to fund our future capital needs. (See further discussion in "Liquidity and Capital Resources�Capitalization.").

        We test goodwill allocated to reporting units for impairment at least annually, or more frequently if events occur or circumstances exist that
indicate that a reporting unit's carrying value exceeds its fair value. We previously tested goodwill for impairment in the fourth quarter of fiscal
2008 as part of the annual impairment testing procedures. Significant judgment is involved in determining if an indicator of impairment has
occurred. In making this assessment, we rely on a number of factors including, among others, operating results, business plans, economic
projections, and anticipated future cash flows. There are inherent uncertainties related to these factors and management's judgment in applying
each to the analysis of the recoverability of goodwill. As discussed above, during the quarter ended December 26, 2008, global economic
conditions have negatively affected our business and operating results, primarily as a result of slowing demand in the consumer related end
markets served by our Electronic Components segment. Should economic conditions deteriorate further or remain depressed for a prolonged
period of time, estimates of future cash flows for each reporting unit may be insufficient to support carrying value and the goodwill assigned to
it, requiring us to test for impairment. Impairment charges, if any, may be material to our results of operations and financial position.

Discontinued Operations

        There were no results related to discontinued operations in the first quarter of fiscal 2009 as compared to income from discontinued
operations of $81 million in the first quarter of fiscal 2008. In the first quarter of fiscal 2009, we received additional proceeds related to working
capital of $23 million in connection with the sale of the Radio Frequency Components and Subsystem and Automotive Radar Sensors businesses
which occurred in the fourth quarter of fiscal 2008. The proceeds received in both of these transactions are subject to final working capital
adjustments. In the first quarter of fiscal 2008, in connection with the sale of our Power Systems business, we received $102 million in net cash
proceeds and recorded a $56 million pre-tax gain on the sale.

        The Radio Frequency Components and Subsystem, Automotive Radar Sensors, and Power Systems businesses have been included in
discontinued operations in fiscal 2008 in our Condensed Consolidated Financial Statements. Prior to reclassification to held for sale, the Radio
Frequency Components and Subsystem and Automotive Radar Sensors businesses were components of the Wireless Systems segment. The
Power Systems business was a component of the Other segment, which was subsequently renamed the Undersea Telecommunications segment.
See Note 5 to the Condensed Consolidated Financial Statements for additional information regarding discontinued operations.

Divestitures and Manufacturing Simplification

        As part of our strategy, we regularly review and consider the divestiture of underperforming or non-strategic businesses to improve our
operating results and better utilize our capital. We have made strategic divestitures in the past and expect that we may make additional
divestitures in the future. Some of these divestitures may have a material impact on our Condensed Consolidated Financial Statements.

        We plan to continue to simplify our global manufacturing footprint, by migrating facilities from high-cost to low-cost countries,
consolidating within countries, and transferring product lines to low-cost countries. These initiatives are designed to help us maintain our
competitiveness in the industry. In connection with our manufacturing rationalization plan, we expect to incur total restructuring charges of at
least $200 million in fiscal 2009 through 2010.

State of New York Contract

        On September 19, 2005, we were awarded a twenty-year lease contract with the State of New York (the "State") to construct, operate, and
maintain a statewide wireless communications network for use
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by state and municipal first responders. On August 29, 2008, we were served by the State with a default notice related to the first regional
network, pursuant to the contract. Under the terms of the contract, we had 45 days to rectify the purported deficiencies noted by the State. On
October 16, 2008, we informed the State that all technical deficiencies had been remediated and the system was operating in accordance with the
contract specifications and certified the system ready for testing. The State conducted further testing during November and December 2008. On
January 15, 2009, the State notified us that, in the State's opinion, we had not fully remediated the issues cited by the State and it had determined
that we were in default of the contract and that it had exercised its right to terminate the contract. The State contends that it has the right under
the contract to recoup costs incurred by the State in conjunction with the implementation of the network, and as a result of this contention, on
January 16, 2009, the State drew down $50 million against an irrevocable standby letter of credit funded by us. The State has the ability to draw
up to an additional $50 million against the standby letter of credit.

        In response to the State's actions, on January 16, 2009, we served a Notice of Intention to File a Claim on the New York State Attorney
General's office, asserting potential claims for breach of contract and other causes of action based on the State's termination of the contract and
draw down of the $50 million letter of credit. We also notified the State by letter dated January 22, 2009 that the State's termination constituted a
material breach of the contract.

        As a result of these actions, in the first quarter of fiscal 2009, we recorded pre-tax charges totaling $111 million associated with this
contract. These charges include an impairment charge of $61 million to write-off all costs incurred in constructing the network as well as a
charge equal to the amount drawn by the State against the standby letter of credit of $50 million. The assets related to the impairment charge
were previously reflected primarily as inventory in the Condensed Consolidated Balance Sheets. The impairment charge of $61 million is
reflected in cost of sales with the remaining $50 million charged to selling, general, and administrative expenses in the Condensed Consolidated
Statement of Operations. We have not recognized any revenue related to the lease contract.

Non-GAAP Financial Measures

        Organic net sales growth, which is included in the discussion below, is a non-GAAP financial measure. The difference between reported
net sales growth (the most comparable GAAP measure) and organic net sales growth (the non-GAAP measure) consists of the impact from
foreign currency exchange rates, acquisitions, and divestitures. Organic net sales growth is a useful measure of the underlying results and trends
in our business. It excludes items that are not completely under management's control, such as the impact of changes in foreign currency
exchange rates, and items that do not reflect the underlying growth of the company, such as acquisition and divestiture activity.

        We believe organic net sales growth provides useful information to investors because it reflects the underlying growth from the ongoing
activities of our business. Furthermore, it provides investors with a view of our operations from management's perspective. We use organic net
sales growth to monitor and evaluate performance, as it is an important measure of the underlying results of our operations. Management uses
organic net sales growth together with GAAP measures such as net sales growth and operating income in its decision making processes related
to the operations of our reporting segments and our overall company. Organic net sales growth is also a component of our compensation
programs. We believe that investors benefit from having access to the same financial measures that management uses in evaluating operations.
The discussion and analysis of organic net sales growth in Results of Operations below utilizes organic net sales growth as management does
internally. Because organic net sales growth calculations may vary among other companies, organic net sales growth amounts presented below
may not be comparable with similarly titled measures of other companies. Organic net sales growth is a non-GAAP financial measure that is not
meant to be considered in isolation or as a substitute for GAAP measures. The primary limitation of this measure is that it excludes items that
have an impact on our net sales. This limitation is best addressed by evaluating organic net sales
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growth in combination with our GAAP net sales. The tables presented in Results of Operations below provide reconciliations of organic net
sales growth to net sales growth calculated under GAAP.

 Results of Operations

Consolidated Operations

        The following table sets forth certain items from our Condensed Consolidated Statements of Operations and the percentage of net sales that
such items represent for the periods shown.

For the Quarters Ended

December 26, 2008 December 28, 2007
($ in millions)

Net sales $2,809 100.0% $3,558 100.0%
Cost of sales 2,255 80.3 2,666 74.9
Gross income 554 19.7 892 25.1

Selling, general, and administrative expenses 489 17.4 399 11.2
Litigation settlement 9 0.3 � �
Restructuring and other charges, net 77 2.7 21 0.6
(Loss) income from operations (21) (0.7) 472 13.3

Interest income 6 0.2 10 0.3
Interest expense (42) (1.5) (50) (1.4)
Other (expense) income, net (1) � 592 16.6
(Loss) income from continuing operations before
income taxes and minority interest (58) (2.1) 1,024 28.8

Income tax benefit (expense) 23 0.8 (155) (4.4)
(Loss) income from continuing operations (37) (1.3) 868 24.4

Income from discontinued operations, net of income
taxes � � 81 2.3
Net (loss) income $ (37) (1.3)% $ 949 26.7%

        Net Sales.    Net sales decreased $749 million, or 21.1%, to $2,809 million in the first quarter of fiscal 2009 from $3,558 million in the first
quarter of fiscal 2008. On an organic basis, net sales decreased 17.7% in the first quarter of fiscal 2009 primarily as a result of declines in our
Electronic Components segment. Price erosion adversely affected net sales by $42 million and $53 million in the first quarter of fiscal 2009 and
the first quarter of fiscal 2008, respectively. Foreign currency exchange rates, primarily the Euro, negatively impacted net sales by $120 million,
or 3.4%, in the first quarter of fiscal 2009. See further discussion below under Results of Operations by Segment.

        The following table sets forth the percentage of our total net sales by geographic region:

For the Quarters Ended
December 26,

2008
December 28,

2007
Americas(1) 39% 36%
Europe/Middle East/Africa (EMEA) 33 36
Asia-Pacific 28 28

Total 100% 100%

(1)

The Americas includes our Undersea Telecommunications segment.
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        The following table provides an analysis of the change in our net sales for the first quarter of fiscal 2009 as compared to the first quarter of
fiscal 2008 by geographic region:

Change in Net Sales for the Quarter Ended
December 26, 2008 versus Net Sales for the

Quarter Ended December 28, 2007

Organic(1) Translation(2) Total
($ in millions)

Americas(3) $(149) (11.8)% $ (28) $(177) (14.0)%
Europe/Middle East/Africa (250) (19.5) (99) (349) (27.2)
Asia-Pacific (230) (22.8) 7 (223) (22.1)

Total $(629) (17.7)% $ (120) $(749) (21.1)%

(1)

Represents the change in net sales resulting from volume and price changes, before consideration of acquisitions, divestitures, and the impact of
changes in foreign currency exchange rates.

(2)

Represents the change in net sales resulting from changes in foreign currency exchange rates.

(3)

The Americas includes our Undersea Telecommunications segment.

        The following table sets forth the percentage of our total net sales by segment:

For the Quarters Ended
December 26,

2008
December 28,

2007
Electronic Components 71% 74%
Network Solutions 16 14
Undersea Telecommunications 10 9
Wireless Systems 3 3

Total 100% 100%

        The following table provides an analysis of the change in our net sales for the first quarter of fiscal 2009 as compared to the first quarter of
fiscal 2008 by segment:

Change in Net Sales for the Quarter Ended
December 26, 2008 versus Net Sales for the

Quarter Ended December 28, 2007

Organic(1) Translation(2) Total
($ in millions)

Electronic Components $(573) (21.7)% $ (75) $(648) (24.5)%
Network Solutions (11) (2.2) (45) (56) (10.9)
Undersea Telecommunications (49) (15.7) � (49) (15.6)
Wireless Systems 4 4.6 � 4 4.3

Total $(629) (17.7)% $ (120) $(749) (21.1)%

(1)

Represents the change in net sales resulting from volume and price changes, before consideration of acquisitions, divestitures, and the impact of
changes in foreign currency exchange rates.
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Represents the change in net sales resulting from changes in foreign currency exchange rates.

        Gross Income.    Gross income decreased by $338 million and gross income as a percentage of net sales decreased by 540 basis points in
the first quarter of fiscal 2009 as compared to the first quarter of fiscal 2008 primarily as a result of the sales declines in our Electronic
Components segment. In addition, in the first quarter of fiscal 2009, we recorded an impairment charge of $61 million related to the State of
New York contract.
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        Selling, General, and Administrative Expenses.    Selling, general, and administrative expenses increased $90 million in the first quarter of
fiscal 2009 as compared to the first quarter of fiscal 2008 and, as a percentage of net sales, increased to 17.4% in the first quarter of fiscal 2009
as compared to 11.2% in the first quarter of fiscal 2008. First quarter fiscal 2009 results included charges of $50 million related to the State of
New York contract and a net loss of approximately $50 million which was primarily associated with hedges of certain anticipated future
transactions and resulted primarily from the devaluation of certain eastern European currencies. All other selling, general, and administrative
expenses declined by $10 million in the first quarter of fiscal 2009 compared to the first quarter of fiscal 2008 but, as a percentage of net sales,
increased by 260 basis points due to the decrease in sales volume.

        Litigation Settlement.    In the first quarter of fiscal 2009, we recorded a net charge of $9 million related to legacy securities litigation.
Charges of $6 million, for which no tax benefits were available, were recorded in connection with Tyco International's settlement of previously
disclosed securities litigation captioned Hess v. Tyco International Ltd., et al. and Sciallo v. Tyco International Ltd., et al. for $16 million and
$2 million, respectively. In addition, in connection with Tyco International's settlement of securities litigation with the Commonwealth of
Massachusetts Pension Reserves Investment Management Board for $11 million, we recorded a charge of $3 million, for which no tax benefit
was available. These charges represent our share of the settlement costs in accordance with the sharing percentages included in the Separation
and Distribution Agreement.

        See "Part II. Item 1. Legal Proceedings" and Note 13 to the Condensed Consolidated Financial Statements for further information regarding
the class action settlement and the settlement of legacy securities litigation.

        Restructuring and Other Charges, Net.    Net restructuring and other charges were $77 million in the first quarter of fiscal 2009 as
compared to $21 million in the first quarter of fiscal 2008. Total charges, including amounts reflected in cost of sales, were $78 million in the
first quarter of fiscal 2009. Increases resulted from new actions initiated in fiscal 2009 to reduce costs in response to market conditions and
primarily related to headcount reductions in the Electronic Components and Network Solutions segments. See Note 4 to the Condensed
Consolidated Financial Statements for further information regarding net restructuring and other charges.

        (Loss) Income from Operations.    Loss from operations was $21 million, or -0.7% of net sales, in the first quarter of fiscal 2009 as
compared to $472 million, or 13.3% of net sales, in the first quarter of fiscal 2008. Restructuring costs and legacy litigation expenses in the first
quarter of fiscal 2009 were $78 million and $9 million, respectively. In addition, first quarter fiscal 2009 results included charges of
$111 million related to the State of New York contract and a net loss of approximately $50 million which was primarily associated with hedges
of certain anticipated future transactions and resulted primarily from the devaluation of certain eastern European currencies. In the first quarter
of fiscal 2008, restructuring costs were $21 million. Excluding these items, the sales decline drove the decrease in (loss) income from operations.

Results of Operations by Segment

Electronic Components

For the Quarters Ended
December

26,
2008

December
28,
2007

($ in millions)
Net sales $ 1,992 $ 2,640
Income from operations $ 12 $ 352
Operating margin 0.6% 13.3%
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        The following table sets forth Electronic Components' percentage of total net sales by primary industry end market(1):

For the Quarters Ended
December

26,
2008

December
28,
2007

Automotive 35% 41%
Communications 10 9
Computer 9 10
Industrial 7 6
Appliance 5 5
Aerospace and Defense 4 3
Consumer Electronics 2 2
Other 28 24

Total 100% 100%

(1)

Industry end market information about net sales is presented consistently with our internal management reporting and may be periodically revised as
management deems necessary.

        The following table provides an analysis of the change in Electronic Components' net sales for the first quarter of fiscal 2009 as compared
to the first quarter of fiscal 2008 by primary industry end market(1):

Change in Net Sales for the Quarter Ended
December 26, 2008 versus Net Sales for the

Quarter Ended December 28, 2007

Organic(2) Translation(3) Total
($ in millions)

Automotive $(330) (30.7)% $ (50) $(380) (35.4)%
Communications (45) (18.6) (4) (49) (20.2)
Computer (79) (30.0) 1 (78) (29.7)
Industrial (15) (8.7) � (15) (9.1)
Appliance (27) (22.0) (3) (30) (24.2)
Aerospace and Defense 1 0.8 (5) (4) (4.4)
Consumer Electronics (9) (18.2) 1 (8) (15.7)
Other (69) (10.9) (15) (84) (13.3)

Total $(573) (21.7)% $ (75) $(648) (24.5)%

(1)

Industry end market information about net sales is presented consistently with our internal management reporting and may be periodically revised as
management deems necessary.

(2)

Represents the change in net sales resulting from volume and price changes, before consideration of acquisitions, divestitures, and the impact of
changes in foreign currency exchange rates.

(3)

Represents the change in net sales resulting from changes in foreign currency exchange rates.

        In the first quarter of fiscal 2009, Electronic Components' net sales decreased $648 million, or 24.5%, to $1,992 million from
$2,640 million in the first quarter of fiscal 2008. The weakening of certain foreign currencies negatively affected net sales by $75 million, or
2.8%, in the first quarter of fiscal 2009 as compared to the first quarter of fiscal 2008. Organic net sales decreased 21.7% in the first quarter of
fiscal 2009 as compared to the first quarter of fiscal 2008 primarily due to declines in volume.
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        In the automotive market, our organic net sales decline of 30.7% in the first quarter of fiscal 2009 as compared to the first quarter of fiscal
2008 resulted from declines of 36.1% in the EMEA region, 22.2% in the Asia-Pacific region, and 33.0% in the North America region that were
driven by reductions in production by automotive manufacturers as well as inventory reductions throughout the automotive supply chain. Our
organic net sales decrease of 18.6% in the communications market in the first quarter of fiscal 2009 as compared to the first quarter of fiscal
2008 was driven by a 33.7% decline in our sales of interconnect components to mobile phone manufacturers resulting from reduced demand for
higher-end phones and inventory corrections in the supply chain. In the computer market, our organic net sales decline of 30.0% in the first
quarter of fiscal 2009 as compared to the first quarter of fiscal 2008 resulted from general market weakness as well as a strategic decision to be
more selective in the new projects in which we participate. Our organic net sales decreased 22.0% in the appliance market in the first quarter of
fiscal 2009 as compared to the first quarter of fiscal 2008 due to reduced consumer demand and weak housing starts. Our organic sales decreased
8.7% in the industrial market in the first quarter of fiscal 2009 as compared to the first quarter of fiscal 2008 as the 19.4% increase in global
demand for products in the solar and oil and gas markets was more than offset by reduced demand for factory automation and other industrial
equipment produced in EMEA and Japan.

        Electronic Components' operating income decreased $340 million to $12 million in the first quarter of fiscal 2009 from $352 million in the
first quarter of fiscal 2008. The decline resulted from the sales decline, a net foreign currency loss of approximately $50 million which was
primarily associated with hedges of certain anticipated future transactions and resulted primarily from the devaluation of certain eastern
European currencies, and increased restructuring costs of $41 million in the first quarter of fiscal 2009 as compared to the first quarter of fiscal
2008.

        Beginning with the second quarter of fiscal 2009, due to changes in the organization, we will report the results of our newly-formed
Specialty Products Group as a separate reporting segment. This new segment will be comprised of the medical products, circuit protection, ELO
TouchSystems, and aerospace, defense, and marine businesses. These businesses are currently reported in the Electronics Components segment.

Network Solutions

For the Quarters Ended
December

26,
2008

December
28,
2007

($ in millions)
Net sales $ 456 $ 512
Income from operations $ 45 $ 69
Operating margin 9.9% 13.5%
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        The following table sets forth Network Solutions' percentage of total net sales by primary industry end market(1):

For the Quarters Ended
December

26,
2008

December
28,
2007

Energy 47% 44%
Building Networks 23 24
Communication Service Provider 22 23
Other 8 9

Total 100% 100%

(1)

Industry end market information about net sales is presented consistently with our internal management reporting and may be periodically revised as
management deems necessary.

        The following table provides an analysis of the change in Network Solutions' net sales for the first quarter of fiscal 2009 as compared to the
first quarter of fiscal 2008 by primary industry end market(1):

Change in Net Sales for the Quarter Ended
December 26, 2008 versus Net Sales for the

Quarter Ended December 28, 2007

Organic(2) Translation(3) Total
($ in millions)

Energy $ 7 3.2% $ (22) $(15) (6.6)%
Building Networks (6) (5.4) (8) (14) (11.7)
Communication Service Provider (6) (4.8) (13) (19) (16.0)
Other (6) (13.8) (2) (8) (17.4)

Total $(11) (2.2)% $ (45) $(56) (10.9)%

(1)

Industry end market information about net sales is presented consistently with our internal management reporting and may be periodically revised as
management deems necessary.

(2)

Represents the change in net sales resulting from volume and price changes, before consideration of acquisitions, divestitures, and the impact of
changes in foreign currency exchange rates.

(3)

Represents the percentage change in net sales resulting from changes in foreign currency exchange rates.

        In the first quarter of fiscal 2009, Network Solutions' net sales decreased $56 million, or 10.9%, to $456 million from $512 million in the
first quarter of fiscal 2008. The weakening of certain foreign currencies negatively affected net sales by $45 million, or 8.7%, in the first quarter
of fiscal 2009 as compared to the first quarter of fiscal 2008. Organic net sales decreased $11 million, or 2.2%, in the first quarter of fiscal 2009
as compared to the first quarter of fiscal 2008.

        In the energy industry end market, our organic net sales growth of 3.2% in the first quarter of fiscal 2009 over the first quarter of fiscal
2008 was primarily attributable to growth in North America and Asia. In North America, growth resulted from the upgrade of aging grids and
the demand for alternate energy sources. In Asia, growth was due to the build-out of energy infrastructure in emerging markets. Our organic net
sales in the building networks market decreased 5.4% in the first quarter of fiscal 2009 as compared to the first quarter of fiscal 2008 largely due
to global declines in commercial construction. In the communication service provider market, our organic net sales decline of 4.8% in the first
quarter of fiscal 2009 as compared to the first quarter of fiscal 2008 reflects decreased spending levels at certain U.S. carriers and a general
slowing of capital spending of telecommunications companies.
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        Network Solutions' operating income decreased $24 million to $45 million in the first quarter of fiscal 2009 from $69 million in the first
quarter of fiscal 2008. The operating income decrease resulted from decreases in sales and productivity levels and increased restructuring costs
of $14 million in the first quarter of fiscal 2009 as compared to the first quarter of fiscal 2008.

Undersea Telecommunications

For the Quarters Ended
December

26,
2008

December
28,
2007

($ in millions)
Net sales $ 265 $ 314
Income from operations $ 38 $ 43
Operating margin 14.3% 13.7%

        Undersea Telecommunications' net sales decreased $49 million, or 15.6%, to $265 million in the first quarter of fiscal 2009 from
$314 million in the first quarter of fiscal 2008. Undersea Telecommunications' organic net sales decreased 15.7%, in the first quarter of fiscal
2009 as compared to the first quarter of fiscal 2008 due to the completion, in fiscal 2008, of a transoceanic system that connects the U.S. and
China.

        With the completion of the transoceanic system linking the U.S. and China, we currently expect a decline in fiscal 2009 net sales as
compared to fiscal 2008; however, activity in this market remains strong, especially in Asia and emerging markets where broadband
requirements continue to increase. We expect that new projects will partially offset the reduction caused by the completion of the transoceanic
system.

        Undersea Telecommunications' operating income decreased $5 million to $38 million in the first quarter of fiscal 2009 from $43 million in
the first quarter of fiscal 2008. Increased restructuring costs of $2 million and the decrease in income from the transoceanic system were offset
with favorable project mix in the first quarter of fiscal 2009 as compared to the first quarter of fiscal 2008.

Wireless Systems

For the Quarters Ended
December

26,
2008

December
28,
2007

($ in millions)
Net sales $ 96 $ 92
(Loss) income from operations $ (107) $ 8
Operating margin (111.5)% 8.7%

        Wireless Systems' net sales increased $4 million, or 4.3%, to $96 million in the first quarter of fiscal 2009 from $92 million in the first
quarter of fiscal 2008. Foreign currency exchange rates had a minimal impact on net sales. Organic net sales growth of 4.6% in the first quarter
of fiscal 2009 over the first quarter of fiscal 2008 resulted primarily from the continued migration from analog to digital systems.

        Wireless Systems' operating results decreased $115 million to a loss of $107 million in the first quarter of fiscal 2009 as compared to
income of $8 million in the first quarter of fiscal 2008. As discussed above, first quarter fiscal 2009 results included charges of $111 million
related to the State of New York contract. Excluding these charges, the remaining decrease was primarily the result of unfavorable program mix
in the first quarter of fiscal 2009 as compared to the first quarter of fiscal 2008.
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Non-Operating Items

Interest Expense, Net

        Net interest expense was $36 million in the first quarter of fiscal 2009 as compared to $40 million in the first quarter of fiscal 2008. The
decrease of $4 million, or 10.0%, in the first quarter of fiscal 2009 from the first quarter of fiscal 2008 was driven by lower average debt levels
and lower average interest rates.

Other (Expense) Income, Net

        In the quarter ended December 26, 2008, we recorded net other expense of $1 million primarily consisting of $3 million of unrealized
losses on rabbi trust assets and $2 million of income pursuant to the Tax Sharing Agreement with Tyco International and Covidien. In the
quarter ended December 28, 2007, we recorded other income of $592 million, pursuant to the Tax Sharing Agreement, of which $572 million
related to certain incremental tax liabilities recorded by us upon the initial adoption of Financial Accounting Standards Board ("FASB")
Interpretation No. ("FIN") 48, "Accounting for Uncertainty in Income Taxes�an interpretation of FASB Statement No. 109."

Income Taxes

        Our effective income tax rate was 39.7% and 15.1% for the quarters ended December 26, 2008 and December 28, 2007, respectively. The
effective rate for the first quarter of fiscal 2009 reflects certain tax benefits associated with a pre-tax charge of $111 million recorded in
connection with the State of New York contract as well as the tax impacts related to approximately $50 million of net losses associated with
hedges of certain anticipated future transactions that were primarily realized in lower tax rate jurisdictions. In addition, the effective rate for the
first quarter of fiscal 2009 reflects tax benefits recognized in connection with expected additional fiscal 2009 profitability in certain entities
operating in lower tax rate jurisdictions as well as the favorable resolution of an uncertain tax position in the period. The effective tax rate for the
first quarter of fiscal 2008 includes the impact of $572 million of pre-tax income recognized in connection with our adoption of FIN 48, for
which no tax was provided. In addition, the effective tax rate in the first quarter fiscal of 2008 was favorably impacted by a decrease in non-U.S.
valuation allowances.

Income from Discontinued Operations, Net of Income Taxes

        There were no results related to discontinued operations in the first quarter of fiscal 2009 as compared to income from discontinued
operations of $81 million in the first quarter of fiscal 2008. In the first quarter of fiscal 2008, in connection with the sale of our Power Systems
business, we received $102 million in net cash proceeds and recorded a $56 million pre-tax gain on the sale.
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 Liquidity and Capital Resources

        The following table summarizes the sources and uses of our cash flow from continuing operating activities:

For the Quarters Ended
December

26,
2008

December
28,
2007

(in millions)
(Loss) income from operations $ (21) $ 472
Depreciation and amortization 132 134
Deferred income taxes (110) 42
Provisions for losses on accounts receivable and inventory 91 8
Other, net 25 55
Changes in assets and liabilities, net (71) (129)
Interest income 6 10
Interest expense (42) (50)
Income tax benefit (expense) 23 (155)

Net cash provided by continuing operating activities $ 33 $ 387

Other cash flow items:
Capital expenditures $ (116) $ (126)
Proceeds from divestiture of businesses 23 102
Payment of common dividends (74) (70)
Repurchase of common shares (152) (232)

        Net cash provided by continuing operating activities decreased to $33 million in the first quarter of fiscal 2009 from $387 million in the
first quarter of fiscal 2008. The decrease resulted primarily from lower income levels.

        We continue to fund capital expenditures to support new programs and to invest in machinery and our manufacturing facilities to further
enhance productivity and manufacturing capabilities. Capital spending decreased $10 million in the first quarter of fiscal 2009 to $116 million as
compared to $126 million in the first quarter of fiscal 2008. We expect fiscal 2009 capital spending levels to be lower than fiscal 2008 levels.

        In the first quarter of fiscal 2009, we received additional proceeds related to working capital of $23 million in connection with the sale of
the Radio Frequency Components and Subsystem and Automotive Radar Sensors businesses which occurred in the fourth quarter of fiscal 2008.
In the first quarter of fiscal 2008, we received $102 million in net cash proceeds related to the sale of the Power Systems business.

        The amount of income taxes paid, net of refunds, during the first quarter of fiscal 2009 and 2008, was $64 million and $81 million,
respectively. Refunds received in the first quarter of fiscal 2009 included $15 million which was remitted to Tyco International and Covidien
pursuant to the Tax Sharing Agreement.

Capitalization

        Total debt at December 26, 2008 and September 26, 2008 was $3,019 million and $3,181 million, respectively. See Note 9 to the
Condensed Consolidated Financial Statements for further information regarding debt.

        Our five-year unsecured senior revolving credit facility ("Credit Facility") contains a financial ratio covenant that limits our ratio of
Consolidated Total Debt (as defined in the Credit Facility) to
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Consolidated EBITDA (as defined in the Credit Facility) for the then most recently concluded period of four consecutive fiscal quarters to no
more than 3.5 to 1.0. The Credit Facility and our other debt agreements contain other customary covenants. None of our covenants are presently
considered restrictive to our operations. As of December 26, 2008, we were in compliance with all of our debt covenants and believe that we
will continue to be in compliance with our existing covenants for the foreseeable future.

        In December 2008, our board of directors declared a regular quarterly cash dividend of $0.16 per common share to be paid on February 3,
2009. Future dividends to holders of our common shares, if any, will be at the discretion of our board of directors and will depend on, among
other things, our results of operations, cash requirements and surplus, financial condition, statutory requirements of applicable law, contractual
restrictions, and other factors that the board of directors may deem relevant.

        During the first quarter of fiscal 2009, we purchased approximately 6 million of our common shares for $125 million. We also settled
purchases of $27 million of our common shares which occurred prior to the end of the fourth quarter of fiscal 2008. Since inception of the share
repurchase program, which has a current authorization of $2,000 million, we have purchased approximately 43 million shares for $1,394 million.

        Our ability to fund our future capital needs will be affected by our ability to continue to generate cash from operations and our ability to
access the capital markets, money markets, or other sources of financing, as well as the capacity and terms of our financing arrangements. We
believe that cash generated from operations and, to the extent necessary, these other sources of potential funding are sufficient to meet our
anticipated capital needs for the foreseeable future. Although we have been able to issue commercial paper in the past, to the extent that the
market instability causes further interruptions in the commercial paper market or a negative change in our credit rating increases the cost or
limits our ability to issue commercial paper in the future, we may, if additional funding is needed, elect to increase borrowing under our
five-year unsecured senior revolving credit facility. Current economic conditions have negatively impacted cash generated from operations;
however, we continue to believe that actions taken by management to reduce costs and working capital, along with other sources of liquidity,
will enable us to meet our future capital needs. There can be no assurance, however, that the cost or availability of future financing will not be
impacted by continued financial market instability. We will continue to monitor financial markets, to respond as necessary to changing
conditions.

Backlog

        At December 26, 2008, we had a backlog of unfilled orders of $3,329 million compared to a backlog of $3,473 million at September 26,
2008. Backlog by reportable segment was as follows:

December
26,
2008

September
26,
2008

(in millions)
Electronic Components $ 1,418 $ 1,655
Network Solutions 309 339
Undersea Telecommunications 1,277 1,128
Wireless Systems(1) 325 351

Total $ 3,329 $ 3,473

(1)

Includes $50 million related to the Wireless Systems segment's contract with the State of New York at September 26, 2008. Such
amounts were not included in backlog at December 26, 2008. See Note 3 to the Condensed Consolidated Financial Statements
for additional information regarding the State of New York contract.
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 Commitments and Contingencies

        At December 26, 2008, we had a contingent purchase price commitment of $80 million related to the fiscal 2001 acquisition of Com-Net by
the Wireless Systems segment. This represents the maximum amount payable to the former shareholders of Com-Net only after the construction
and installation of a communications system for the State of Florida is finished and the State of Florida has approved the system based on the
guidelines set forth in the contract. A liability for this contingency has not been recorded in our Condensed Consolidated Financial Statements as
the amount of this contingency currently is not estimable.

Income Tax Matters

        In prior years, in connection with Internal Revenue Service ("IRS") audits of various fiscal years, Tyco International submitted to the IRS
proposed adjustments to prior period U.S. federal income tax returns resulting in a reduction in the taxable income previously filed. The IRS
accepted substantially all of the proposed adjustments for fiscal years 1997 through 2000 for which the IRS had completed its field work. On the
basis of previously accepted amendments, we have determined that acceptance of adjustments presented for additional periods through fiscal
2005 is probable and, accordingly, have recorded them, as well as the impacts of the adjustments accepted by the IRS, in the Condensed
Consolidated Financial Statements.

        During fiscal 2007, the IRS concluded its field examination of certain of Tyco International's U.S. federal income tax returns for the years
1997 through 2000 and issued anticipated Revenue Agent Reports which reflect the IRS' determination of proposed tax adjustments for the
periods under audit. Tyco International has agreed with the IRS on adjustments totaling $498 million. It is our understanding that Tyco
International has appealed other proposed adjustments totaling approximately $1 billion and is vigorously defending its prior filed tax return
positions. Additionally, the IRS proposed civil fraud penalties against Tyco International arising from alleged actions of former executives in
connection with certain intercompany transfers of stock in 1998 and 1999. Any penalty imposed would be subject to sharing with Tyco
International and Covidien under the Tax Sharing Agreement. It is our understanding that Tyco International is vigorously opposing the
assertion of any such penalties. We continue to believe that the amounts recorded in our Condensed Consolidated Financial Statements relating
to these matters are appropriate; however, the ultimate resolution is uncertain and, should Tyco International lose its appeal, it could result in a
material impact to our results of operations, financial position, or cash flows.

        Tyco International continues to complete proposed adjustments to the remainder of its U.S. federal income tax returns. In fiscal 2008,
certain proposed adjustments to U.S. federal income tax returns were completed by Tyco International and presented to the IRS. In addition, in
fiscal 2008, Tyco International, Covidien, and we completed and filed certain fiscal 2007 U.S. consolidated federal and state income tax returns
which included a combination of Tyco International, Covidien, and our subsidiaries. As our tax return positions continue to be updated,
additional adjustments may be identified and recorded in the Condensed Consolidated Financial Statements. While the final adjustments cannot
be determined until the income tax return amendment process is completed, we believe that any resulting adjustments will not have a material
impact on our results of operations, financial position, or cash flows. Additionally, adjustments may be recorded to shareholders' equity in the
future for the impact of filing final or amended income tax returns in certain jurisdictions where those returns include a combination of Tyco
International, Covidien, and/or our subsidiaries for the periods prior to the Separation.
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Legal Matters

        In the ordinary course of business, we are subject to various legal proceedings and claims, including patent infringement claims, antitrust
claims, product liability matters, environmental matters, employment disputes, disputes on agreements, and other commercial disputes.
Management believes that these legal proceedings and claims likely will be resolved over an extended period of time. Although it is not feasible
to predict the outcome of these proceedings, based upon our experience, current information, and applicable law, we do not expect that these
proceedings will have a material adverse effect on our financial position. However, one or more of the proceedings could have a material
adverse effect on our results of operations for a future period. See "Part II. Item 1. Legal Proceedings" and Note 13 to the Condensed
Consolidated Financial Statements for further information regarding legal proceedings.

        Prior to the announcement of the planned separation in January 2006, Tyco International and certain former directors and officers were
named as defendants in several lawsuits relating to securities class action, shareholder lawsuits, and Employee Retirement Income Security Act
("ERISA") related litigation. As a part of the Separation and Distribution Agreement, any existing or potential liabilities related to this
outstanding litigation have been allocated among Tyco International, Covidien, and us. We are responsible for 31% of potential liabilities that
may arise upon the settlement of the pending litigation. If Tyco International or Covidien were to default on their obligation to pay their
allocated share of these liabilities, however, we would be required to pay additional amounts. Subject to the terms and conditions of the
Separation and Distribution Agreement, Tyco International will manage and control all the legal matters related to assumed contingent liabilities,
including the defense or settlement thereof, subject to certain limitations. The liability sharing provisions regarding these class actions are set
forth in the Separation and Distribution Agreement among Tyco International, Covidien, and us.

Class Action Settlement

        As previously reported, Tyco International settled 32 purported securities class action lawsuits arising from actions alleged to have been
taken by its prior management. All legal contingencies that could have affected the final order approving the settlement expired on February 21,
2008.

        The settlement did not resolve all securities cases, and several remain outstanding, including opt-out cases from the class action settlement.
In addition, the settlement did not resolve claims arising under ERISA and the lawsuits arising thereunder. See "Part I. Item 3. Legal
Proceedings" in our Annual Report on Form 10-K/A for the fiscal year ended September 26, 2008 and "Part II. Item 1. Legal Proceedings" of
this report for additional information about these proceedings. If the unresolved securities proceedings, including the opt-out cases noted above,
were to be determined adversely to Tyco International, our share of any additional potential losses, which are not presently estimable, may have
a material adverse effect on our results of operations, financial position, and cash flows.

Settlement of Securities Proceedings Not Covered by the Class Action Settlement

        As previously reported, in November 2008, Tyco International entered into a definitive agreement to settle the action entitled Hess v. Tyco
International Ltd., et al. brought against certain of Tyco International's former directors and officers, Tyco International's former auditors, and
Tyco International. The settlement agreement provided that Tyco International make a payment of $16 million to the plaintiffs, which payment
was subject to the sharing formula contained in the Separation and Distribution Agreement. Pursuant to the sharing formula, in the first quarter
of fiscal 2009, we recorded a charge of approximately $5 million, for which no tax benefit was available.

        As previously reported, in November 2008, Tyco International entered into a definitive agreement to settle an action entitled Sciallo v. Tyco
International Ltd., et al. brought against Tyco International
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and certain former Tyco International directors and executives. The settlement agreement provided that Tyco International make a payment of
$2 million to the plaintiffs, which payment was subject to the sharing formula contained in the Separation and Distribution Agreement. Pursuant
to the sharing formula, in the first quarter of fiscal 2009, we recorded a charge of approximately $1 million, for which no tax benefit was
available.

        In December 2008, we, Tyco International, and Covidien entered into a settlement agreement with the Commonwealth of Massachusetts
Pension Reserves Investment Management Board (the "Massachusetts Pension Board") in connection with claims against Tyco International for
which the Massachusetts Pension Board had opted out of the class action settlement described above. The settlement agreement and release
provided that Tyco International make a payment of $11 million to the Massachusetts Pension Board, which payment was subject to the sharing
formula contained in the Separation and Distribution Agreement. In the first quarter of fiscal 2009, we recorded a charge of $3 million, for
which no tax benefit was available. The charge represents our share of the settlement costs in accordance with the sharing percentages included
in the Separation and Distribution Agreement.

 Off-Balance Sheet Arrangements

        Certain of our segments have guaranteed the performance of third parties and provided financial guarantees for uncompleted work and
financial commitments. The terms of these guarantees vary with end dates ranging from fiscal 2009 through the completion of such transactions.
The guarantees would be triggered in the event of nonperformance and the potential exposure for nonperformance under the guarantees would
not have a material effect on our results of operations, financial position, or cash flows.

        In disposing of assets or businesses, we often provide representations, warranties, and/or indemnities to cover various risks including
unknown damage to the assets, environmental risks involved in the sale of real estate, liability for investigation and remediation of
environmental contamination at waste disposal sites and manufacturing facilities, and unidentified tax liabilities and legal fees related to periods
prior to disposition. We do not have the ability to estimate the potential liability from such indemnities because they relate to unknown
conditions. However, we have no reason to believe that these uncertainties would have a material adverse effect on our results of operations,
financial position, or cash flows.

        At December 26, 2008, we had outstanding letters of credit and letters of guarantee in the amount of $324 million, of which $50 million
was related to our contract with the State of New York. See Note 3 to the Condensed Consolidated Financial Statements for additional
information regarding the State of New York contract.

        We have recorded liabilities for known indemnifications included as part of environmental liabilities. See Note 13 to the Condensed
Consolidated Financial Statements for a discussion of these liabilities.

        In the normal course of business, we are liable for contract completion and product performance. In the opinion of management, except for
the charges related to the lease contract with the State of New York discussed below, such obligations will not significantly affect our results of
operations, financial position, or cash flows.

        As disclosed in Note 3 to the Condensed Consolidated Financial Statements, in January 2009, the State of New York drew down
$50 million against an irrevocable standby letter of credit funded by us. As a result, we recorded a pre-tax charge equal to the draw. The State
has the ability to draw up to an additional $50 million against the standby letter of credit which could result in additional charges and could have
a material adverse effect on our results of operations, financial position, and cash flows.
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        Pursuant to the Separation and Distribution Agreement and Tax Sharing Agreement, upon Separation, we entered into certain guarantee
commitments and indemnifications with Tyco International and Covidien. Under these agreements, principally the Tax Sharing Agreement,
Tyco International, Covidien, and Tyco Electronics share 27%, 42%, and 31%, respectively, of certain contingent liabilities relating to
unresolved tax matters of legacy Tyco International. The effect of the Tax Sharing Agreement is to indemnify us for 69% of certain liabilities
settled by us with respect to unresolved legacy tax matters. Pursuant to that indemnification, we have made similar indemnifications to Tyco
International and Covidien with respect to 31% of certain liabilities settled by the companies with respect to unresolved legacy tax matters. If
any of the companies responsible for all or a portion of such liabilities were to default in its payment of costs or expenses related to any such
liability, we would be responsible for a portion of the defaulting party or parties' obligation. These arrangements have been valued upon our
separation from Tyco International in accordance with FIN 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others," and, accordingly, liabilities amounting to $339 million were recorded on the
Condensed Consolidated Balance Sheet at December 26, 2008 and September 26, 2008. See Notes 10 and 13 to the Condensed Consolidated
Financial Statements for additional information.

        We record estimated product warranty costs at the time of sale. See Note 10 to the Condensed Consolidated Financial Statements for further
information regarding estimated product warranty.

 Critical Accounting Policies and Estimates

        The preparation of the Condensed Consolidated Financial Statements in conformity with GAAP requires management to use judgment in
making estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities, and the
reported amounts of revenue and expenses.

        Our accounting policies for revenue recognition, inventories, goodwill and other intangible assets, income taxes, pension and postretirement
benefits, and share-based compensation are based on, among other things, judgments and assumptions made by management. During the quarter
ended December 26, 2008, there were no significant changes to these policies or to the underlying accounting assumptions and estimates used in
these policies from those disclosed in the Consolidated Financial Statements and accompanying notes contained in our Annual Report on
Form 10-K/A for the fiscal year ended September 26, 2008.

 Accounting Pronouncements

Recently Adopted Accounting Pronouncements

        In January 2009, the FASB issued FASB Staff Position ("FSP") No. Emerging Issues Task Force ("EITF") 99-20-1, "Amendments to the
Impairment Guidance of EITF Issue No. 99-20." FSP No. EITF 99-20-1 provides guidance for determining whether other-than-temporary
impairments with respect to purchased beneficial interests have occurred. We adopted FSP No. EITF 99-20-1 in the first quarter of fiscal 2009.
Adoption did not have a material impact on our results of operations, financial position, or cash flows.

        In December 2008, the FASB issued FSP No. FAS 140-4 and FIN 46(R)-8, "Disclosures by Public Entities (Enterprises) about Transfers of
Financial Assets and Interests in Variable Interest Entities." FSP No. FAS 140-4 and FIN 46(R)-8 enhances disclosure regarding the transfer of
financial assets and the use of variable interest entities. We adopted FSP No. FAS 140-4 and FIN 46(R)-8 in the first quarter of fiscal 2009.
Adoption did not have a material impact on our results of operations, financial position, or cash flows.
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        In June 2007, the FASB issued EITF Issue No. 06-11, "Accounting for Income Tax Benefits of Dividends on Share-Based Payment
Awards." EITF 06-11 requires that a realized income tax benefit from dividends or dividend equivalent units paid on non-vested restricted shares
and restricted share units be reflected as an increase in contributed surplus and reflected as an addition to our excess tax benefit pool, as defined
under Statement of Financial Accounting Standards ("SFAS") No. 123(R), "Share-Based Payment." We adopted EITF 06-11 in the first quarter
of fiscal 2009. Adoption did not have a material impact on our results of operations, financial position, or cash flows.

        In March 2007, the FASB issued EITF Issue No. 06-10, "Accounting for Collateral Assignment Split-Dollar Life Insurance Arrangements."
We adopted EITF 06-10 in the first quarter of fiscal 2009. Accordingly, we recognized accrued and other current liabilities of $1 million and
other liabilities of $4 million on our Condensed Consolidated Balance Sheet at the beginning of the first quarter of fiscal 2009 with a
corresponding decrease in the opening balance of accumulated earnings of $5 million.

        In February 2007, the FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets and Financial Liabilities." SFAS No. 159
permits an entity, on a contract-by-contract basis, to make an irrevocable election to account for certain types of financial instruments and
warranty and insurance contracts at fair value, rather than historical cost, with changes in the fair value, whether realized or unrealized,
recognized in earnings. We adopted SFAS No. 159 in the first quarter of fiscal 2009. We did not elect to value any existing assets or liabilities at
fair value upon adoption, nor did it apply the fair value option to any eligible assets acquired or liabilities incurred during the quarter. See
Note 14 to the Condensed Consolidated Financial Statements for additional information related to fair value measurements.

        In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements." SFAS No. 157 defines fair value, establishes a
framework for measuring fair value, and expands disclosure about fair value measurements. SFAS No. 157 was effective for and adopted by us
in the first quarter of fiscal 2009. We will adopt the non-financial asset and liability fair value provisions in fiscal 2010. See Note 14 to the
Condensed Consolidated Financial Statements for additional information related to fair value measurements.

Recently Issued Accounting Pronouncements

        In December 2008, the FASB issued FSP No. FAS 132(R)-1, "Employers' Disclosures about Postretirement Benefit Plan Assets." FSP No.
FAS 132(R)-1 enhances disclosures regarding assets in defined benefit pension or other postretirement plans. FSP No. FAS 132(R)-1 is effective
for us in the fourth quarter of fiscal 2010. We are currently assessing the impact that FSP No. FAS 132(R)-1 will have on our Condensed
Consolidated Financial Statements.

        In March 2008, the FASB issued SFAS No. 161, "Disclosures about Derivative Instruments and Hedging Activities�an amendment of
FASB Statement No. 133." SFAS No. 161 amends and expands the disclosure requirements of SFAS No. 133, "Accounting for Derivative
Instruments and Hedging Activities," to provide improved transparency into the uses and financial statement impact of derivative instruments
and hedging activities. We plan to adopt SFAS No. 161 in the second quarter of fiscal 2009. The adoption of SFAS No. 161 will not have a
material impact on our Condensed Consolidated Financial Statements.

 Forward-Looking Information

        Certain statements in this quarterly report on Form 10-Q are "forward-looking statements" within the meaning of the U.S. Private Securities
Litigation Reform Act of 1995. These statements are based on our management's beliefs and assumptions and on information currently available
to our management. Forward-looking statements include, among others, the information concerning our possible or assumed future results of
operations, business strategies, financing plans, competitive
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position, potential growth opportunities, potential operating performance improvements, the effects of competition, and the effects of future
legislation or regulations. Forward-looking statements include all statements that are not historical facts and can be identified by the use of
forward-looking terminology such as the words "believe," "expect," "plan," "intend," "anticipate," "estimate," "predict," "potential," "continue,"
"may," "should," or the negative of these terms or similar expressions.

        Forward-looking statements involve risks, uncertainties and assumptions. Actual results may differ materially from those expressed in these
forward-looking statements. You should not put undue reliance on any forward-looking statements. We do not have any intention or obligation
to update forward-looking statements after we file this quarterly report on Form 10-Q except as required by law.

        The following risks, which are described in greater detail in "Part I. Item 1A. Risk Factors" of our Annual Report on Form 10-K/A for the
fiscal year ended September 26, 2008 and "Part II. Item 1A. Risk Factors" of this report, and in Tyco Electronics' Registration Statement on
Form S-4 relating to the Swiss Continuation, could also cause our results to differ materially from those expressed in forward-looking
statements:

�
Current and future conditions in the global economy and global capital and credit markets;

�
Conditions affecting demand for products in the industries we serve, particularly the automotive industry and the
telecommunications, computer, and consumer electronics industries;

�
Competition and pricing pressure;

�
Market acceptance of new product introductions and product innovations and product life cycles;

�
Consolidation of customers and vendors;

�
Raw material availability, quality, and cost;

�
Fluctuations in foreign currency exchange rates;

�
Divestitures of businesses or product lines;

�
Declines in the market value of our pension plans' investment portfolios;

�
Reliance on third party suppliers;

�
Our ability to attract and retain highly qualified personnel;

�
Our ability to remediate the material weakness in our internal control over financial reporting relating to accounting for
income taxes;

�
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�
Risks related to compliance with current and future environmental and other laws and regulations;

�
Our ability to protect our intellectual property rights;

�
Risks of litigation;

�
Our ability to operate within the limitations imposed by our debt instruments;

�
The cost and success of future acquisitions;

�
Risks relating to our separation on June 29, 2007 from Tyco International Ltd.;

�
The possible effects on us of pending and future legislation in the United States that may limit or eliminate potential U.S. tax
benefits resulting from our incorporation in Bermuda, or deny U.S. government contracts to us based upon our incorporation
in Bermuda;
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�
The impact of fluctuations in the market price of our shares;

�
The impact of certain provisions of our Bye-laws on unsolicited takeover proposals; and

�
Risk that the Swiss Continuation, which is subject to shareholder approval and other conditions, will not be completed.

        There may be other risks and uncertainties that we are unable to predict at this time or that we currently do not expect to have a material
adverse effect on our business.

 ITEM 3.    QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

        There have been no significant changes in our exposures to market rate risk during the first quarter of fiscal 2009, except the items
discussed below. For further discussion of our exposures to market risk, refer to "Part II. Item 7A. Quantitative and Qualitative Disclosures
About Market Risk" in our Annual Report on Form 10-K/A for the fiscal year ended September 26, 2008.

Foreign Currency Exposures

        As part of managing the exposure to changes in foreign currency exchange rates, we use foreign exchange forward and swap contracts. The
objective is to manage our foreign currency exposures on intercompany transactions, accounts receivable, accounts payable, and other cash
transactions denominated in certain foreign currencies. A 10% appreciation of the U.S. dollar from the December 26, 2008 market rates would
decrease the unrealized value of our forward contracts by $6 million, while a 10% depreciation of the U.S. dollar would increase the unrealized
value of our forward contracts by $8 million. A 10% appreciation of the U.S. dollar from the September 26, 2008 market rates would increase
the unrealized value of our forward contracts by $95 million, while a 10% depreciation of the U.S. dollar would decrease the unrealized value of
our forward contracts by $116 million. However, such gains or losses on these contracts would be generally offset by the gains or losses on the
revaluation or settlement of the underlying transactions.

Interest Rate Exposures

        We issue debt, from time to time, in capital and money markets to fund our operations. Such borrowings can result in interest rate and/or
currency exposure. To manage these exposures and to minimize overall interest cost, we have used and may in the future use interest rate swaps
to convert a portion of the fixed-rate debt into variable rate debt (fair value hedges) and/or convert a portion of the variable rate debt into
fixed-rate debt (cash flow hedges). During the first quarter of fiscal 2009, we terminated interest rate swaps designated as fair value hedges on
$300 million principal amount of our 6.55% senior notes and $200 million principal amount of our 6.00% senior notes that had been outstanding
as of September 26, 2008. See Note 12 for additional information on the termination of the interest rate swaps. Based on our floating rate debt
balances of $438 million and $1,147 million at December 26, 2008 and September 26, 2008, respectively, an increase in the levels of the U.S.
dollar interest rates by 0.5%, with all other variables held constant, would result in an increase of annual interest expense of approximately
$2 million and $6 million at December 26, 2008 and September 26, 2008, respectively.

 ITEM 4.    CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

        Our management, with the participation of our chief executive officer and chief financial officer, evaluated the effectiveness of our
disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended (the "Exchange Act"))
as of December 26, 2008. Disclosure controls and procedures include controls and procedures designed to ensure that
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information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded, processed,
summarized, and reported within the time periods specified in the Securities and Exchange Commission's rules and forms, and that such
information is accumulated and communicated to the company's management, including its principal executive officer and principal financial
officer, as appropriate to allow timely decisions regarding required disclosure.

        As discussed in "Part II. Item 9A. Controls and Procedures" in our Form 10-K/A for the fiscal year ended September 26, 2008, we
disclosed a material weakness in our internal control over financial reporting relating to accounting for income taxes in our Information
Statement filed as Exhibit 99.1 to our Current Report on Form 8-K on June 8, 2007. As a result of this material weakness, which was not
remediated as of December 26, 2008, our chief executive officer and chief financial officer concluded that our disclosure controls and
procedures were not effective as of December 26, 2008.

Remediation Plan

        During fiscal 2008, we enhanced our tax accounting resources and capabilities to remediate the material weakness indicated above and
implemented new control processes and procedures. Improvements to our control processes included the following:

�
We implemented appropriately designed processes and controls and instituted multi-level management reviews.

�
We completed analysis and reconciliation of our tax accounts and recorded necessary adjustments while implementing
sustainable reconciliation processes to ensure continued accuracy of these accounts.

�
We enhanced policies and procedures relating to tax account reconciliation and analysis.

�
We expanded tax accounting resources at both the corporate and regional levels with personnel experienced in accounting
for income taxes in accordance with U.S. GAAP.

�
We conducted training for both existing and newly hired tax accountants along with other accounting and finance personnel
who are responsible for analyzing, documenting and accounting for taxes in their jurisdiction.

�
We increased accountability for accounting for income taxes by recording tax accounting at the legal entity, developed and
communicated clear responsibilities and expectations, and implemented a multi-level review process.

�
We invested in additional information systems to improve control around newly implemented processes and enable more
effective review.

        Although we believe that the improvements in our control processes as designed are adequate to remediate the material weakness, we will
not consider the material weakness to be remediated until the new processes operate for a sufficient period of time, and we are confident that
they are operating effectively.

Changes in Internal Control Over Financial Reporting

        During the quarter ended December 26, 2008, there were no changes in our internal control over financial reporting that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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 PART II. OTHER INFORMATION

 ITEM 1.    LEGAL PROCEEDINGS

        Except as discussed below, there have been no material developments in our legal proceedings since we filed our Annual Report on
Form 10-K/A for the fiscal year ended September 26, 2008. For a description of our previously reported legal proceedings, refer to "Part I.
Item 3. Legal Proceedings" in our Annual Report on Form 10-K/A for the fiscal year ended September 26, 2008.

State of New York Contract

        On September 19, 2005, we were awarded a twenty-year lease contract with the State of New York (the "State") to construct, operate, and
maintain a statewide wireless communications network for use by state and municipal first responders. On August 29, 2008, we were served by
the State with a default notice related to the first regional network, pursuant to the contract. Under the terms of the contract, we had 45 days to
rectify the purported deficiencies noted by the State. On October 16, 2008, we informed the State that all technical deficiencies had been
remediated and the system was operating in accordance with the contract specifications and certified the system ready for testing. The State
conducted further testing during November and December 2008. On January 15, 2009, the State notified us that, in the State's opinion, we had
not fully remediated the issues cited by the State and it had determined that we were in default of the contract and that it had exercised its right to
terminate the contract. The State contends that it has the right under the contract to recoup costs incurred by the State in conjunction with the
implementation of the network, and as a result of this contention, on January 16, 2009, the State drew down $50 million against an irrevocable
standby letter of credit funded by us. The State has the ability to draw up to an additional $50 million against the standby letter of credit.

        In response to the State's actions, on January 16, 2009, we served a Notice of Intention to File a Claim on the New York State Attorney
General's office, asserting potential claims for breach of contract and other causes of action based on the State's termination of the contract and
draw down of the $50 million letter of credit. We also notified the State by letter dated January 22, 2009 that the State's termination constituted a
material breach of the contract.

        As a result of these actions, in the first quarter of fiscal 2009, we recorded pre-tax charges totaling $111 million associated with this
contract. These charges include an impairment charge of $61 million to write-off all costs incurred in constructing the network as well as a
charge equal to the amount drawn by the State against the standby letter of credit of $50 million. The assets related to the impairment charge
were previously reflected primarily as inventory in the Condensed Consolidated Balance Sheets. The impairment charge of $61 million is
reflected in cost of sales with the remaining $50 million charged to selling, general, and administrative expenses in the Condensed Consolidated
Statement of Operations. We have not recognized any revenue related to the lease contract.

 ITEM 1A.    RISK FACTORS

        There have been no material changes in our risk factors from those disclosed in "Part I. Item 1A. Risk Factors" in our Annual Report on
Form 10-K/A for the fiscal year ended September 26, 2008 other than the addition of the risk factor set forth below. The risk factors disclosed in
our Annual Report on Form 10-K/A, as updated below, in addition to the other information set forth in this report, could materially affect our
business operations, financial condition, or liquidity. Additional risks and uncertainties not currently known to us or that we currently believe are
immaterial also may impair our business operations, financial condition, and liquidity.
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Recognition of impairment charges for our goodwill could negatively affect our results of operations.

        We test goodwill allocated to reporting units for impairment at least annually, or more frequently if events occur or circumstances exist that
indicate that a reporting unit's carrying value exceeds its fair value. We previously tested goodwill for impairment in the fourth quarter of fiscal
2008 as part of the annual impairment testing procedures. Significant judgment is involved in determining if an indicator of impairment has
occurred. In making this assessment, we rely on a number of factors including, among others, operating results, business plans, economic
projections, and anticipated future cash flows. There are inherent uncertainties related to these factors and management's judgment in applying
each to the analysis of the recoverability of goodwill.

        Goodwill resides in three of our four segments, with the largest allocation residing in Electronic Components. The Electronic Components
segment has been significantly impacted by current economic conditions, specifically related to end markets that serve the consumer. The two
largest reporting units in the Electronics Components segment serve these consumer related end markets and have an aggregate goodwill balance
of $4,863 million.

        Given current economic conditions, we performed a sensitivity analysis of the estimated fair value of its reporting units using the income
approach. Key assumptions used in the income approach include, but are not limited to, expected cash flows from the reporting unit operations
and the weighted average cost of capital utilized for discounting such cash flow estimates.

        As a result of the sensitivity analysis, we determined that there was no goodwill impairment as of December 26, 2008. Should economic
conditions deteriorate further or remain depressed for a prolonged period of time, estimates of future cash flows for each reporting unit may be
insufficient to support carrying value and the goodwill assigned to it, requiring us to test for impairment. Impairment charges, if any, may be
material to our results of operations and financial position.

 ITEM 2.    UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Recent Sales of Unregistered Securities

        Under the Separation and Distribution Agreement among Tyco International, Covidien, and Tyco Electronics, we may be required from
time to time to issue common shares upon the conversion of convertible notes of Tyco International that were outstanding at the time of the
Separation. During the fiscal quarter ended December 26, 2008, we issued 16,090 unregistered common shares upon the conversion of Tyco
International convertible notes.
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Issuer Purchases of Equity Securities

        The following table presents information about our purchases of our common shares during the fiscal quarter ended December 26, 2008:

Period

Total
Number
of Shares

Purchased(1)

Average
Price

Paid Per
Share(1)

Total Number of
Shares

Purchased
as Part of
Publicly

Announced
Plans or

Programs(2)

Maximum
Approximate
Dollar Value
of Shares that

May
Yet Be

Purchased
Under the
Plans

or Programs(2)
September 27�October 24, 2008 4,578,358 $ 21.83 4,508,577 $ 631,376,298
October 25�November 28, 2008 1,403,952 17.80 1,377,100 606,379,371
November 29�December 26, 2008 1,599 � � 606,379,371

Total 5,983,909 $ 20.88 5,885,677 $ 606,379,371

(1)

This column includes the following transactions which occurred during the fiscal quarter ended December 26, 2008:

(i)
the acquisition of 98,232 common shares from individuals in order to satisfy tax withholding requirements in connection with the vesting of

restricted shares issued under equity compensation plans; and

(ii)
the purchase of 5,885,677 common shares, summarized on a trade-date basis, in conjunction with the repurchase program announced in
September 2007, which transactions occurred pursuant to a trading plan under Rule 10b5-1 of the Exchange Act.

(2)
Our $2.0 billion share repurchase program authorizes us to purchase a portion of our outstanding common shares from time to time through open
market or private transactions, depending on business and market conditions. The share repurchase program does not have an expiration date.

 ITEM 3.   DEFAULTS UPON SENIOR SECURITIES

        None.

 ITEM 4.    SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

        None.

 ITEM 5.    OTHER INFORMATION

        None.

 ITEM 6.    EXHIBITS

        The following exhibits are filed as part of this report:

Exhibit
Number Exhibit

31.1 Certification by the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith)
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31.2 Certification by the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith)

32.1 Certification by the Chief Executive Officer and Chief Financial Officer pursuant to 18
U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002 (filed herewith)
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 SIGNATURES

        Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by
the undersigned, thereunto duly authorized.

TYCO ELECTRONICS LTD.

By: /s/ TERRENCE R. CURTIN  

Terrence R. Curtin
Executive Vice President
and Chief Financial Officer
(Duly Authorized Officer and
Principal Financial Officer)

Date: February 3, 2009
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