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(STANLEY BLACK & DECKER, INC. LOGO)
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended October 2, 2010.
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from [ Jto[ ]

Commission File Number 001-05224
STANLEY BLACK & DECKER, INC.

(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARTER)

CONNECTICUT 06-0548860
(STATE OR OTHER JURISDICTION OF (I.R.S. EMPLOYER
INCORPORATION OR ORGANIZATION) IDENTIFICATION NUMBER)
1000 STANLEY DRIVE
NEW BRITAIN, CONNECTICUT 06053
(ADDRESS OF PRINCIPAL EXECUTIVE OFFICES) (ZIP CODE)

(860) 225-5111

(REGISTRANT S TELEPHONE NUMBER, INCLUDING AREA CODE)
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 p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes p 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 the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer p Accelerated Non-accelerated filer o (Do not check if a Smaller reporting

filer o smaller reporting company) company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop

166,007,224 shares of the registrant s common stock were outstanding as of October 29, 2010
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PARTI FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
STANLEY BLACK & DECKER, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
THREE AND NINE MONTHS ENDED OCTOBER 2, 2010 AND OCTOBER 3, 2009
(Unaudited, Millions of Dollars, Except Per Share Amounts)

Third Quarter Year to Date

2010 2009 2010 2009
NET SALES $ 2,369.1 $ 9355 $ 5,996.7 $2,767.7
COSTS AND EXPENSES
Cost of sales 1,514.8 549.1 3917.5 1,653.6
Selling, general and administrative 579.3 248.6 1,538.9 749.4
Provision for doubtful accounts 33 2.8 104 10.0
Other, net 523 33.6 182.3 95.1
Restructuring charges and asset impairments 24.8 6.6 208.0 25.6
Gain on debt extinguishment (43.8)
Interest expense 29.2 15.5 75.3 48.7
Interest income (2.5 0.5 5.9 2.1

2,201.2 855.7 5,926.5 2,536.5
Earnings from continuing operations before income
taxes 167.9 79.8 70.2 231.2
Income taxes on continuing operations 44.8 17.7 9.3 58.1
Net earnings from continuing operations 123.1 62.1 60.9 173.1
Less: Net earnings (loss) attributable to non-controlling
interests 0.1 0.3 0.5 2.2
NET EARNINGS FROM CONTINUING
OPERATIONS ATTRIBUTABLE TO STANLEY
BLACK & DECKER, INC. 123.2 61.8 60.4 170.9
NET LOSS FROM DISCONTINUED
OPERATIONS (net of income tax benefit of $0.9
and $2.5 for the three and nine months ended
October 3, 2009, respectively) (1.4) 3.3)
NET EARNINGS ATTRIBUTABLE TO
STANLEY BLACK & DECKER, INC. $ 1232 $ 604 $ 604 $ 167.6
BASIC EARNINGS (LOSS) PER SHARE OF
COMMON STOCK
Continuing operations $ 074 $ 077 $ 043 $ 215
Discontinued operations (0.02) (0.04)
Total basic earnings per share of common stock $ 074 $ 075 $ 043 $ 211
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DILUTED EARNINGS (LOSS) PER SHARE OF
COMMON STOCK

Continuing operations $ 073 $ 077 $ 042 $ 214
Discontinued operations (0.02) (0.04)
Total diluted earnings per share of common stock $ 073 $ 075 $ 042 $ 210
DIVIDENDS PER SHARE OF COMMON STOCK $ 034 $ 033 $ 1.00 $ 097
AVERAGE SHARES OUTSTANDING (in
thousands):
Basic 165,793 79,966 141,071 79,499
Diluted 168,889 80,565 143,766 79,951

See notes to condensed consolidated financial statements.
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STANLEY BLACK & DECKER, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
OCTOBER 2, 2010 AND JANUARY 2, 2010
(Unaudited, Millions of Dollars, Except Per Share Amounts)

2010
ASSETS
Current Assets
Cash and cash equivalents $ 1,6359
Accounts and notes receivable, net 1,699.4
Inventories, net 1,396.8
Prepaid expenses 110.2
Other current assets 260.0
Total Current Assets 5,102.3
Property, Plant and Equipment, net 1,141.8
Goodwill 5,366.8
Customer Relationships, net 896.2
Trade Names, net 1,842.2
Other Intangible Assets, net 150.3
Other Assets 373.1
Total Assets $14,872.7
LIABILITIES AND SHAREOWNERS EQUITY
Current Liabilities
Short-term borrowings $ 3057
Current maturities of long-term debt 421.8
Accounts payable 1,014.4
Accrued expenses 1,415.2
Total Current Liabilities 3,157.1
Long-Term Debt 2,719.2
Post-Retirement Benefits 895.5
Deferred Taxes 4334
Other Liabilities 729.9

Commitments and Contingencies (Note R)

Stanley Black & Decker, Inc. Shareowners Equity

Common stock, par value $2.50 per share 440.7
Authorized 300,000,000 shares

Issued 176,091,572 and 92,343,410 at October 2, 2010 and January 2, 2010,

respectively

Additional paid in capital 4,944.6
Retained earnings 2,219.9
Accumulated other comprehensive loss (174.8)
ESOP (76.1)

7,354.3

Table of Contents

2009

$ 400.7
532.0
366.2

73.2
39.8

1,411.9
575.9
1,818.4
4134
331.1
31.9
186.5

$4,769.1

$ 904
208.0
410.1
483.5

1,192.0
1,084.7
136.7
120.4
223.8

230.9

126.7
2,295.5

(76.5)

(80.8)

2,495.8
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Less: cost of common stock in treasury

Stanley Black & Decker, Inc. Shareowners Equity

Non-controlling interests
Total Equity

Total Liabilities and Sh

areowners Equity

See notes to condensed consolidated financial statements.
4

445.1

6,909.2
28.4

6,937.6

$14,872.7

509.7

1,986.1
254

2,011.5

$4,769.1
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STANLEY BLACK & DECKER, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

THREE AND NINE MONTHS ENDED OCTOBER 2, 2010 AND OCTOBER 3, 2009
(Unaudited, Millions of Dollars)

OPERATING ACTIVITIES

Net earnings

Less: Net earnings (loss) attributable to non-controlling
interest

Net earnings attributable to Stanley Black & Decker, Inc
Depreciation and amortization

Inventory step-up amortization

Stock-based compensation

Asset impairments

Changes in working capital

Changes in other assets and liabilities

Cash provided by operating activities
INVESTING ACTIVITIES

Capital expenditures and capitalized software
Business acquisitions and asset disposals

Cash acquired from Black & Decker

Interest rate swap terminations

Proceeds from net investment hedge settlements
Payments on net investment hedge settlements

Cash (used in)/provided by investing activities
FINANCING ACTIVITIES

Payments on long-term debt

Proceeds from debt issuance, net of $3.4 million of
issuance costs

Stock purchase contract fees

Net short-term borrowings (repayments)

Cash dividends on common stock

Proceeds from the issuance of common stock
Purchase of common stock for treasury
Termination of forward starting interest rate swap
Cash received for settlement of/(premium paid for) share
repurchase option, net

Other

Cash provided by/(used in) financing activities
Effect of exchange rate changes on cash and cash

equivalents

Change in cash and cash equivalents

Table of Contents

Third Quarter
2010 2009
$ 123.1 $ 60.7
0.1 0.3
123.2 60.4
86.4 51.9
13.3
13.4 54
14.6 0.2
(72.8) 324
21.0 26.0
199.1 176.3
(45.9) (18.4)
(460.6) (15.3)
28.2
(478.3) (33.7)
0.9 (1.6)
396.3
(3.8)
(38.6) (105.1)
(56.3) (26.3)
14.3 27.2
0.1
(48.4)
7.2
266.4 (102.5)
50.3 11.0
37.5 51.1

Year to Date
2010 2009
$ 609 $ 169.8
0.5 2.2
60.4 167.6
238.8 148.8
172.6
63.4 14.3
22.4 1.2
(183.2) 16.8
13.0 (100.7)
387.4 248.0
(103.1) (65.2)
478.7) (20.1)
949 4
30.0
44.0
(16.1)
425.5 (85.3)
(202.5) (63.2)
396.3
(7.7) (11.4)
40.2 (57.7)
(145.2) (76.9)
375.2 34.8
2.2) (0.8)
(48.4)
9.2)
4.0
405.7 (180.4)
16.6 13.5
1,235.2 4.2)
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Cash and cash equivalents, beginning of period 1,598.4 156.3 400.7 211.6
CASH AND CASH EQUIVALENTS, END OF
PERIOD $1,635.9 $ 2074 $1,635.9 $ 2074
See notes to condensed consolidated financial statements.
5
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Balance
January 2, 2010
Comprehensive
income:

Net earnings
Currency
translation
adjustment and
other

Cash flow hedge,
net of tax
Change in pension

Total
comprehensive
income (loss)
Cash dividends
declared $1.00
per share

Equity purchase
contracts - stock
issuance
Issuance of
common stock
Black & Decker
consideration paid
Repurchase of
common stock
(36,973 shares)
Non-controlling
interest buyout
Non-controlling
interests of
acquired
businesses
Equity option
Other, stock-based
compensation
related

Table of Contents
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STANLEY BLACK & DECKER, INC. AND SUBSIDIARIES
Consolidated Statements of Changes in Shareowners Equity
Periods ended October 2, 2010 and October 3, 2009
(Millions of Dollars, Except Per Share Amounts)

Additional
Common Paid In
Stock Capital
$ 2309 $ 1267
12.9 307.1
(22.3)
196.9 4,458.9
0.7
1.7
63.4

Accumulated
Other
Retained Comprehensive
Income
Earnings (Loss) ESOP Stock
$22955 $ (76.5) $(80.8) $ (509.7) $
60.4
24.7)
(74.3)
0.7
60.4 (98.3)
(137.5)
68.1
0.4
2.2)
(1.7)

Interests

TreasurWNon-controllifthareowners

Equity

254§ 20115

0.5 60.9

(24.7)

(74.3)
0.7

0.5 (37.4)

(137.5)

320.0
45.8

4,656.2

2.2)

©0.7)

32 32

63.4
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Tax benefit related
to stock options
exercised

ESOP and related
tax benefit

Balance
October 2, 2010

Balance

January 3, 2009
Comprehensive
income:

Net earnings
Less: Redeemable
interest
reclassified to
liabilities
Currency
translation
adjustment and
other

Cash flow hedge,
net of tax

Change in pension

Total
comprehensive
income

Cash dividends
declared $0.97
per share
Issuance of
common stock
Repurchase of
common stock
(24,851 shares)
Equity option
Other, stock-based
compensation
related

Fees related to
capital stock sale
Formation of a
joint venture

Table of Contents
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8.4

1.5 4.7

Accumulated

Additional Other
Common PaidIn Retained Comprehensive

Income

Capital Earnings (Loss) ESOP Stock Interests

$ 2309 $ 915 $2,1999 §$ (1520) $(872) $ (576.8) $ 18.5

167.6 22
0.2)
74.3
(5.0
4.3)
167.6 65.0 2.0
(76.9)
(16.5) 52.0
(0.8)
9.2)
14.3
(0.8)
4.0

8.4

6.2

$ 4407 $ 49446 $22199 §$ (1748) $(76.1) $ (445.1) $ 284 $ 6,937.6

TreasuryNon-controllinghareowners
Equity

1,724.8

169.8

0.2)

74.3

(5.0
4.3)

234.6

(76.9)

355

0.8)

9.2)

14.3

0.8)

4.0
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exercised 3.3 33
ESOP and related
tax benefit 1.5 4.8 6.3
Balance
October 3, 2009 $ 2309 $ 99.1 $22756 $ 87.0) $(824) $ (5256) $ 245 $ 19351

See notes to condensed consolidated financial statements.

6
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STANLEY BLACK & DECKER, INC. AND SUBSIDIARIES
NOTES TO (UNAUDITED) CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
OCTOBER 2, 2010

A. Basis of Presentation
The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America (hereinafter referred to as generally accepted
accounting principles ) for interim financial statements and with the instructions to Form 10-Q and Article 10 of
Regulation S-X and do not include all of the information and footnotes required by generally accepted accounting
principles for complete financial statements. In the opinion of management, all adjustments considered necessary for a
fair presentation of the results of operations for the interim periods have been included and are of a normal, recurring
nature. Operating results for the three and nine months ended October 2, 2010, are not necessarily indicative of the
results that may be expected for a full fiscal year. For further information, refer to the consolidated financial
statements and footnotes included in The Stanley Works and Subsidiaries (collectively, the Company ) Form 10-K for
the year ended January 2, 2010.
On March 12, 2010 a wholly owned subsidiary of The Stanley Works was merged with and into The Black & Decker
Corporation ( Black & Decker ), with the result that Black & Decker became a wholly owned subsidiary of The Stanley
Works (the Merger ). In connection with the Merger, The Stanley Works changed its name to Stanley Black & Decker,
Inc. The results of the operations and cash flows of Black & Decker have been included in the Company s condensed
consolidated financial statements from the time of the consummation of the Merger on March 12, 2010 (See Note F,
Merger and Acquisitions).
Other comprehensive income (loss) for the nine month periods ended October 2, 2010 and October 3, 2009 is
presented in the Consolidated Statements of Changes in Shareowners Equity. Other comprehensive income for the
three month periods ended October 2, 2010 and October 3, 2009 was $332.7 million and $97.3 million, respectively,
primarily pertaining to the currency translation impact.
B. New Accounting Standards
Implemented:
In December 2009, the Financial Accounting Standards Board ( FASB ) issued Accounting Standards Update ( ASU )
2009-16, Accounting for Transfers of Financial Assets . This ASU eliminates the concept of a qualifying
special-purpose entity, clarifies when a transferor of financial assets has surrendered control over the transferred
financial assets, defines specific conditions for reporting a transfer of a portion of a financial asset as a sale, requires
that a transferor recognize and initially measure at fair value all assets obtained and liabilities incurred as a result of a
transfer of financial assets accounted for as a sale, and requires enhanced disclosures to provide financial statement
users with greater transparency about a transferor s continuing involvement with transferred financial assets. The
adoption of this ASU did not have any impact on the consolidated financial statements.
In December 2009, the FASB issued ASU No. 2009-17, Improvements to Financial Reporting by Enterprises
Involved with Variable Interest Entities. This ASU eliminates the concept of a qualifying special-purpose entity,
replaces the quantitative approach for determining which enterprise has a controlling financial interest in a variable
interest entity with a qualitative approach focused on identifying which enterprise has a controlling financial interest
through the power to direct the activities of a variable interest entity that most significantly impact the entity s
economic performance. Additionally, this ASU requires enhanced disclosures that provide users of financial
statements with more information about an enterprise s involvement in a variable interest entity. The adoption of the
ASU did not have a significant impact on the consolidated financial statements.
Not Yet Implemented:
In October 2009, the FASB issued ASU 2009-13, Revenue Recognition (Topic 605) Multiple-Deliverable Revenue
Arrangements. This ASU eliminates the requirement that all undelivered elements must have objective and reliable
evidence of fair value before a company can recognize the portion of the consideration that is attributable to items that
already have been delivered. This may allow some companies to recognize revenue on transactions that involve
multiple deliverables earlier than under the current requirements. Additionally, under the new guidance, the relative
selling price method is required to be used in allocating consideration between deliverables and the residual value
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method will no longer be permitted. This ASU is effective prospectively for revenue
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arrangements entered into or materially modified beginning in fiscal 2011. A company may elect, but will not be
required, to adopt the amendments in this ASU retrospectively for all prior periods. Management is currently
evaluating the requirements of this ASU and has not yet determined the impact, if any, that it will have on the
consolidated financial statements.

In July 2010, the FASB issued ASU No. 2010-20, Disclosures About the Credit Quality of Financing Receivables and
the Allowance for Credit Losses. This ASU amends existing disclosures to require a company to provide a greater
level of disaggregated information about the credit quality of its financing receivables and its allowance for credit
losses. Additional disclosures from this ASU require a company to disclose credit quality indicators, past due
information and modifications of its financing receivables. The ASU will be effective for interim and annual reporting
periods beginning on or after December 15, 2010, except for specific disclosures which are required for interim and
annual periods ending on or after December 15, 2010. The adoption of this ASU is not expected to have an impact on
the consolidated financial statements.

C. Earnings Per Share

The following table reconciles the weighted-average shares outstanding used to calculate basic and diluted earnings
per share for the three months and nine months ended October 2, 2010 and October 3, 2009:

Third Quarter Year to Date

2010 2009 2010 2009
Numerator (in millions):
Net Earnings attributable to Stanley Black & Decker,
Inc. $ 1232 $ 604 $ 604 $ 167.6
Less earnings attributable to participating RSUs 0.3 0.1 0.1 0.2
Net Earnings  basic $ 1229 $ 60.3 $ 603 $ 1674
Net Earnings  dilutive $ 1232 $ 604 $ 604 $ 167.6
Denominator (in thousands):
Basic earnings per share weighted-average shares 165,793 79,966 141,071 79,499
Dilutive effect of stock options and awards 3,096 599 2,695 452
Diluted earnings per share weighted-average shares 168,889 80,565 143,766 79,951
Earnings per share of common stock:
Basic $ 074 $ 0.5 $ 043 $ 211
Diluted $ 073 $ 0.5 $ 042 $ 210

In connection with the Merger, the Company issued 78.5 million shares, 5.8 million options and 0.4 million restricted
stock awards and restricted stock units to former Black & Decker shareowners and employees. These outstanding
shares and equity awards were fully included in the calculation of weighted-average shares outstanding for the three
months ended October 2, 2010. The impact of the outstanding shares and equity awards associated with the merger
was included in the calculation of weighted-average shares outstanding from the merger date to October 2, 2010 in the
year-to-date calculation. The weighted-average impact of these shares for the full year 2010 will result in an increase
in the weighted-average shares outstanding from those reported for the nine months ended October 2, 2010.

The following weighted-average stock options, restricted shares and awards, other equity awards, and warrants were
outstanding during the three and nine months ended October 2, 2010 and October 3, 2009, but were not included in
the computation of diluted shares outstanding because the effect would be anti-dilutive (in thousands):
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Third Quarter
2010 2009
Number of stock options 3,670 3,085
Number of stock warrants 4,939 4,939
Number of Equity Purchase Contracts 5,893

Year to Date
2010 2009
2,712 4,132
4,939 4,939
3,325 5,889

As more fully disclosed in Note H, Long-Term Debt, on May 17, 2010, the Company issued 5.2 million shares in
conjunction with the Equity Purchase Contracts, whose holders were required to purchase common stock for
$320.0 million cash. Prior to the May 17, 2010 settlement date, these shares were anti-dilutive as reported in the table

above.

The Equity Purchase Contracts were not dilutive at any time prior to their maturity in May 2010 because the holders
were required to pay the Company the higher of approximately $54.17 or then market price. Additionally, the

Company has Convertible Notes outstanding which may
8
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result in the Company delivering shares of common stock in May 2012. As of October 2, 2010 and October 3, 2009,
there were no shares related to the Convertible Notes included in the calculation of diluted earnings per share because
the effect of these conversion options was not dilutive. The Company intends to net share settle the conversion value,
if any, of these Convertible Notes at their maturity in May 2012. Furthermore, there is a convertible notes hedge in
place which would fully offset any such shares that may be delivered pertaining to the Convertible Notes. These
Convertible Notes as well as the related Equity Purchase Contracts and convertible notes hedge are discussed more
fully in Note H, Long-Term Debt and Financing Arrangements of this Form 10-Q, as well as in Note H, Long-Term
Debt and Financing Arrangements of The Stanley Works Form 10-K for the year ended January 2, 2010.

D. Accounts and Notes Receivable

In December 2009, the Company entered into an accounts receivable sale program that is scheduled to expire on
December 28, 2010, whereby it is required to sell certain of its trade accounts receivables at fair value to a
wholly-owned, bankruptcy-remote special purpose subsidiary ( BRS ). The BRS, in turn, must sell such receivables to a
third-party financial institution ( Purchaser ) for cash and a deferred purchase price receivable. The Purchaser s
maximum cash investment in the receivables at any time is $100.0 million.

The purpose of the program is to provide liquidity to the Company. The Company accounts for these transfers as sales
under Accounting Standards Codification ( ASC ) 860 Transfers and Servicing . The Company has no retained interests
in the transferred receivables, other than collection and administrative responsibilities and its right to the deferred
purchase price receivable. At October 2, 2010, the Company did not record a servicing asset or liability related to its
retained responsibility, based on its assessment of the servicing fee, market values for similar transactions and its cost
of servicing the receivables sold.

As of October 2, 2010 and January 2, 2010, $30.6 million and $35.2 million of net receivables were derecognized. Net
receivables sold amounted to $125.4 million and $371.4 million for the three and nine months ended October 2, 2010,
respectively. These sales resulted in a pre-tax loss of $0.4 million and $1.1 million for the three and nine months
ended October 2, 2010, respectively. Cash flows related to new transfers, collections of previously sold receivables,
including deferred purchase price receivables, and all fees are settled one month in arrears, and netted to a $2.9 million
payment to the Purchaser for the three months ended October 2, 2010 and a $4.6 million payment to the Purchaser for
the nine months ended October 2, 2010. Servicing fees amounted to less than $0.1 million and $0.2 million for the
three and nine months ended October 2, 2010, respectively. The Company s risk of loss following the sale of the
receivables is limited to the deferred purchase price, which was $25.4 million at October 2, 2010 and $17.7 million at
January 2, 2010. The deferred purchase price receivable will be repaid in cash as receivables are collected, generally
within 30 days, and as such the carrying value of the receivable recorded approximates fair value. Delinquencies and
credit losses on receivables sold in 2010 were less than $0.1 million and $0.2 million for the three and nine months
ended October 2, 2010, respectively. Cash inflows related to the deferred purchase price receivable totaled

$44.9 million and $130.6 million for the three and nine months ended October 2, 2010, respectively. All cash flows
under the program are reported as a component of changes in working capital within operating activities in the
condensed consolidated statement of cash flows since all the cash from the Purchaser is either: 1) received upon the
initial sale of the receivable; or 2) from the ultimate collection of the underlying receivables and the underlying
receivables are not subject to significant risks, other than credit risk, given their short-term nature.

E. Inventories

The components of inventories at October 2, 2010 and January 2, 2010 are as follows (in millions):

2010 2009
Finished products $1,024.9 $252.8
Work in process 123.5 49.0
Raw materials 248.4 64.4
Total inventories $1,396.8 $366.2
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As more fully disclosed in Note F, Merger and Acquisitions, in connection with the Merger, the Company acquired
inventory with a fair value of $1.071 billion.
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F. Merger and Acquisitions

MERGER WITH BLACK & DECKER

On March 12, 2010 (the merger date ), a wholly owned subsidiary of The Stanley Works ( Stanley ) was merged with
and into Black & Decker, with the result that Black & Decker became a wholly owned subsidiary of The Stanley
Works. As part of the Merger, Black & Decker stockholders received 1.275 shares of Stanley stock for each share
outstanding as of the merger date. All of the outstanding Black & Decker shares and equity based awards were
exchanged for Stanley shares and equity awards as part of the Merger. Fractional shares generated by the conversion
ratio were cash settled for $0.3 million. After the exchange was completed, pre-merger Stanley shareowners retained
ownership of 50.5% of the combined Company. In conjunction with consummating the Merger, the name of the
combined Company was changed to Stanley Black & Decker, Inc .

Black & Decker is a global manufacturer and marketer of power tools and accessories, hardware and home
improvement products, and technology-based fastening systems. The Merger creates a larger and more globally
diversified company with a broad array of products and services with significant exposure to growing and profitable
product areas. Stanley and Black & Decker s product lines are generally complementary, and do not present areas of
significant overlap. By combining the two companies, there will be significant cost saving opportunities through
reductions in corporate overhead, business unit and purchasing consolidation, and by combining elements of
manufacturing and distribution.

Based on the closing price of Stanley common stock on the merger date, the consideration received by Black &
Decker shareholders in the Merger had a value of approximately $4.657 billion as detailed below.

Conversion
(in millions) Calculation Fair Value
Black & Decker common stock outstanding as of the merger date 61.571
Multiplied by Stanley s stock price as of the merger date multiplied by the
exchange ratio of 1.275 ($57.86 * 1.275) $ 73.77 $ 45422
Fair value of the vested and unvested stock options pertaining to pre-merger
service issued to replace existing grants at closing (a) 91.7
Fair value of unvested restricted stock and restricted stock units pertaining to
pre-merger service issued to replace existing grants at closing (a) 12.2
Other vested equity awards (a) 10.1
Cash paid to settle fractional shares 0.3
Total fair value of consideration transferred $ 4,656.5

(a) As part of the
Merger the
Company
exchanged the
pre-merger
equity awards of
Black & Decker
for Stanley
Black & Decker
equity awards.
Under ASC 805,
the fair value of
vested options
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and the earned
portion of
unvested
options,
restricted stock
awards and
restricted stock
units are
recognized as
consideration
paid. The
remaining value
relating to the
unvested and
unearned
options,
restricted stock
awards and
restricted stock
units will be
recognized as
future
stock-based
compensation.
The allocation
of the
pre-merger
equity awards
between
consideration
paid and future
stock-based
compensation is
as follows (in

millions):
Fair value
Recognized
as Fair Value to be
Number Recognized as
of Consideration Future
Compensation
Award type Awards Paid Cost
Stock options 5.8 $ 91.7 $ 14.1
Restricted stock units and awards 0.4 12.2 12.8
Other vested equity awards 0.2 10.1
Total 6.4 $ 114.0 $ 26.9

The following assumptions were used for the Black-Scholes valuation of the pre-merger Black & Decker stock
options in the determination of consideration paid:
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Stock price $57.86
$23.53
Post conversion strike price $74.11
Average expected volatility 32%
Dividend yield 0.7%
Weighted-average risk-free interest rate 1.4%
29
Weighted-average expected term years
Weighted-average fair value per option $18.72
10
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The expected volatility is based on two equally weighted components: the first component is the average historical
volatility which is based on daily observations and duration consistent with the expected life assumption; the second
component is the market implied volatility of traded options. The average expected term of the option is based on
historical employee stock option exercise behavior as well as the remaining contractual exercise term. The risk-free
interest rate is based on U.S. treasury securities with maturities equal to the expected life of the option. The fair value
of restricted stock and restricted stock units and other vested equity awards was $57.86 per share. Total compensation
expense recognized during the three and nine months ended October 2, 2010 for the options, restricted stock, and
restricted stock awards that were assumed as part of the Merger was $2.7 million and $6.2 million, respectively.

The transaction has been accounted for using the acquisition method of accounting which requires, among other
things, the assets acquired and liabilities assumed be recognized at their fair values as of the merger date. The
following table summarizes the estimated fair values of major assets acquired and liabilities assumed as part of the
Merger:

(Millions of Dollars) 2010
Cash $ 9494
Accounts and notes receivable 907.2
Inventory 1,071.3
Prepaid expenses and other current assets 305.5
Property, plant and equipment 571.3
Trade names 1,505.5
Customer relationships 383.7
Licenses, technology and patents 112.3
Other assets 199.7
Short-term borrowings (175.0)
Accounts payable 479.6)
Accrued expenses and other current liabilities (871.6)
Long-term debt (1,657.1)
Post-retirement benefits (762.8)
Deferred taxes (309.9)
Other liabilities (451.3)
Total identifiable net assets $ 1,298.6
Goodwill 3,357.9
Total consideration transferred $ 4,656.5

As of the merger date, the expected fair value of accounts receivable approximated the historical cost. The gross
contractual receivable was $951.7 million, of which $44.5 million is not expected to be collectible.

The amount allocated to trade names includes $1.362 billion for indefinite-lived trade names. The weighted-average
useful lives assigned to the finite-lived intangible assets are trade names 14 years; customer relationships 15 years;
and licenses, technology and patents 12 years.

Black & Decker has three primary areas of contingent liabilities: environmental, risk insurance (predominantly
product liability and workers compensation) and uncertain tax liabilities. Additionally, Black & Decker is involved in
various lawsuits in the ordinary course of business, including litigation and administrative proceedings involving
commercial disputes and employment matters. Some of these lawsuits include claims for punitive as well as
compensatory damages. The majority of the contingent liabilities will ultimately be recorded at fair value in purchase
accounting, aside from those pertaining to uncertainty in income taxes which are an exception to the fair value basis of
accounting; however certain environmental matters that are inherently legal contingencies in nature are recorded at the
probable and estimable amount.
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Goodwill is calculated as the excess of the consideration transferred over the net assets recognized and represents the
expected revenue and cost synergies of the combined business, assembled workforce, and the going concern nature of
Black & Decker. It is estimated that $167.7 million of goodwill, relating to Black & Decker s pre-merger historical tax
basis, will be deductible for tax purposes.
The purchase price allocation for Black & Decker is preliminary and adjustments will continue to be made during the
measurement period. The measurement period adjustments recorded in the third quarter of 2010 did not have a
significant impact on the Company s consolidated statements of operations, balance sheet, or cash flows. The
additional purchase price adjustments that are anticipated pertain to the following, among other items.

Environmental remediation liabilities completion of the assessment of these matters.

Tax liabilities relating to the repatriation of unremitted earnings As of December 31, 2009 Black & Decker
had not provided for income taxes on unremitted earnings of approximately $2.1 billion from its
international subsidiaries. Concurrent with the Merger the Company has made a determination to repatriate
certain of these funds, making such amounts subject to both U.S. income and foreign withholding taxes. The
Company is in the process of determining the tax consequence of such repatriation in accordance with ASC
740-30 and believes that the Company will ultimately record an adjustment to net tax liabilities up to
approximately $600 million. Given the uncertainty of the outcome and the preliminary nature of the
evaluation of the possible tax consequences, no tax liability has currently been provided. The Company
anticipates completion of its evaluation by the end of fiscal 2010.
A single estimate of fair value results from a complex series of judgments about future events and uncertainties and
relies heavily on estimates and assumptions. The Company s judgments used to determine the estimated fair value
assigned to each class of assets acquired and liabilities assumed, as well as asset lives, can materially impact the
Company s results from operations. The Company will finalize the Black & Decker purchase accounting for the
various open items as soon as reasonably possible during the measurement period. The finalization of the Company s
purchase accounting assessment will result in changes in the valuation of assets and liabilities acquired which could be
material.
OTHER 2010 ACQUISITIONS
In July 2010 the Company completed the acquisition of CRC-Evans International ( CRC Evans ) for $451.6 million, net
of cash acquired and subject to certain adjustments including an earn-out provision with the previous CRC Evans
shareholders. The net assets acquired, including $196.7 million of other intangible assets, is approximately
$250.5 million and the related Goodwill is approximately $201.1 million. CRC Evans is a full line supplier of
specialized tools, equipment and services used in the construction of large diameter oil and natural gas transmission
pipelines. CRC Evans also sells and rents custom pipe handling and joint welding and coating equipment used in the
construction of large and small diameter pipelines. The acquisition of CRC Evan s diversifies the Company s revenue
base and provides the Company with a strategic and profitable growth platform. CRC Evans is included in the
Company s Industrial segment.
Under the earn-out provision, the total purchase price for CRC Evans is contingent upon 2010 earnings before interest,
income taxes, depreciation and amortization. The earn-out performance period began on January 1, 2010 and ends on
December 31, 2010. As of the acquisition date it was estimated that there would be no purchase price adjustment
occurring at the end of the performance period. The probability of a significant increase or decrease in total
consideration has been deemed to be equally unlikely. Accordingly, the Company has not recognized an asset or
liability relating to contingent consideration. If there is a favorable or unfavorable change in consideration paid,
relating to the contingent consideration feature of the purchase agreement, the resulting adjustment will be recorded as
income or expense during the fourth quarter of 2010.
In March 2010, the Company completed the acquisition of Stanley Solutions de Sécurité ( SSDS ) (formerly known as
ADT France) for $8.0 million, net of cash acquired. SSDS is a leading provider of security services, primarily for
commercial businesses located in
12
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France. SSDS has been consolidated into the Company s Security segment. This acquisition added to our current
business gives the Company the leading market share in France and expands the Company s security footprint in
Europe.

During 2010, the Company also completed five minor acquisitions, relating to the Company s Industrial and Security
segments. The combined purchase price of these acquisitions was $26.9 million.

The purchase accounting for the 2010 acquisitions is preliminary, principally with respect to finalization of intangible
asset valuations, contingencies, deferred taxes, the valuation of property, plant and equipment and certain other items.
ACTUAL AND PRO FORMA IMPACT OF THE MERGER AND ACQUISITIONS

The following table presents information for the Black & Decker Merger and other 2010 acquisitions that is included
in the Company s consolidated statement of operations from the merger and acquisition dates through October 2, 2010
(in millions):

Third
Quarter Year-to-Date
2010 2010
Net sales $1,386.8 $3,097.4
Earnings (loss) attributable to the Merger and acquisitions $ 57.6(A) $ (190.4) (A)

(A) The net earnings

(loss) attributable

to the Merger and

acquisitions

includes

amortization of

inventory step-up,

restructuring

charges and other

merger-related

items.
The following table presents supplemental pro forma information as if the Merger and acquisitions had occurred on
January 3, 2010 for the nine months ended October 2, 2010. The comparative 2009 columns were prepared as if the
Merger and acquisitions had occurred on January 2, 2009 for the three and nine months ended October 3, 2009. As
such, both years presented include merger and acquisition related charges. The pro forma consolidated results are not
necessarily indicative of what the Company s consolidated net earnings would have been had the Company completed
the Merger and acquisitions on January 3, 2010, or January 2, 2009. In addition the pro forma consolidated results do
not purport to project the future results of the combined Company nor do they reflect the expected realization of any
cost savings associated with the Merger and acquisitions.

Third
Quarter Year-to-Date
(Millions of Dollars, except per share amounts) 2009 2010 2009
Net sales $2,206.7 $7,099.7 $6,563.5
Net earnings (loss) attributable to the Merger and acquisitions $ 741 $ 783 $ (132.9)
Diluted earnings (loss) per share $ 047 $ 054 $ (0.84)

2010 Pro Forma Results Year-to-date

The 2010 pro forma results were calculated by combining the results of Stanley Black & Decker with Black &
Decker s stand-alone results from January 3, 2010 through March 12, 2010. The pre-acquisition results of the
acquisitions were also combined for their respective pre-acquisition periods. The following adjustments were made to
account for certain costs which would have been incurred during this pre-Merger and pre-acquisition period.
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Elimination of the historical pre-Merger and pre-acquisition intangible asset amortization expense and the
addition of intangible asset amortization expense related to intangibles valued as part of the Merger and
acquisitions that would have been incurred from January 3, 2010 to the merger and/or acquisition dates.

Additional expense for the inventory step-up which would have been amortized as the corresponding
inventory was sold.

Additional expense relating to Merger-related compensation for key executives which would have been
incurred from January 3, 2010 to March 12, 2010.

Reduced interest expense for the Black & Decker debt fair value adjustment which would have been
amortized from January 3, 2010 to March 12, 2010.
13

Table of Contents

27



Edgar Filing: STANLEY BLACK & DECKER, INC. - Form 10-Q

Table of Contents
Additional depreciation related to property, plant and equipment fair value adjustments that would have been
expensed prior to the Merger and acquisitions commencement dates.
The modifications above were adjusted for the applicable tax impact.
2009 Pro Forma Results Year-to-date and Third Quarter
The 2009 pro forma results were calculated by taking the historical financial results of The Stanley Works and adding
the historical results of Black & Decker and the acquisitions. Additionally the following adjustments were made to
account for certain costs that would have been incurred in 2009 had the Merger and acquisitions occurred on
January 2, 20009.
Elimination of historical Black & Decker and acquisitions intangible asset amortization expense and addition
of intangible asset amortization expense relating to intangibles valued as part of the Merger and acquisitions.

Added expense for the inventory step-up which would have been amortized as the corresponding inventory
was sold.

Added the costs that were incurred to consummate the Merger and acquisitions during 2010.

Added the Merger and acquisition-related restructuring charges which were incurred during 2010.

Added compensation expense for Merger-related compensation for key executives.

Added depreciation expense related to property, plant, and equipment fair value adjustments.

Reduced interest expense for the debt fair value adjustment which would have been amortized during 2009.
The modifications above were adjusted for the applicable tax impact.

G. Goodwill and Intangible Assets
Goodwill

Changes in the carrying amount of goodwill by segment are as follows (in millions):

Construction
& DIY Industrial Security Total
Balance as of January 2, 2010 $ 206.6 $ 3678 $1,244.0 $1,818.4
Goodwill associated with Black & Decker merger 2,553.1 398.6 406.2 3,357.9
Goodwill associated with other acquisitions 208.3 19.8 228.1
Foreign currency translation and other (33.6) (1.1) 2.9 (37.6)
Balance as of October 2, 2010 $ 2,726.1 $ 9736 $1,667.1 $5,366.8

Intangible Assets
Intangible assets with definite lives at October 2, 2010 and January 2, 2010 were as follows (in millions):

2010 2009
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
Amortized Intangible Assets Definite lives
Patents and copyrights $ 571 $ (40.2) $ 3531 $ (38.7)
Trade names 230.0 (45.6) 61.6 (35.1)
Customer relationships 1,238.6 (342.4) 680.5 (267.1)
Other intangible assets 187.7 (54.3) 58.0 (40.5)
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$ 1,7134 $ (482.5) $ 8532
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Total indefinite-lived trade names are $1.658 billion at October 2, 2010 and $304.6 million at January 2, 2010. This

increase is attributable to the Merger.

Aggregate intangible assets amortization expense by segment is as follows (in millions):

CDIY
Industrial
Security

Total

Future amortization expense for the next five years amounts to $41.9 million for the fourth quarter of 2010,

Third Quarter
2010 2009
$ 8.0 $ 1.3

7.7 1.2

24.0 24.3
$ 39.7 $ 26.8

Year-to-Date

2010
$ 198
14.9
71.1

$105.8

2009
$ 23
3.6
72.0

$ 779

$168.8 million for 2011, $157.7 million for 2012, $143.4 million for 2013, $128.5 million for 2014, and $590.6

thereafter.

H. Long-Term Debt and Financing Arrangements
At October 2, 2010 and January 2, 2010, short-term borrowings are as follows (in millions):

Commercial paper program
Other short-term borrowings

Total

2010
$302.2
3.5

$305.7

2009
$ 87.0
34

$ 904

On March 12, 2010, the Company amended its $800.0 million committed credit facility to include adjustments to the
interest coverage ratio covenant for restructuring and merger-related items resulting from the Merger. The Company
also entered into a $700.0 million, 364-day revolving credit facility effective March 12, 2010. The credit facilities are
designated as a liquidity back-stop for the Company s commercial paper program which was increased on March 12,
2010 to $1.5 billion. These changes to the Company s short-term borrowing capacity were related to the Merger.

At October 2, 2010 and January 2, 2010, long-term debt is as follows (in millions):

Notes payable due 2010

Notes payable due 2011

Notes payable due 2012

Convertible notes payable due in 2012
Notes payable due 2013

Notes payable due 2014

Notes payable due 2014

Notes payable due 2016

Notes payable due 2028

Notes payable due 2045 (subordinated)
Notes payable due 2040

Other loans through 2015

Total long-term debt, including current maturities
Current maturities of long-term debt

Long-term debt
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Interest Rate
5.00%
7.13%
4.90%

3 month LIBOR less 3.50%
6.15%
4.75%
8.95%
5.75%
7.05%
5.90%
5.20%

0.00% 6.60%

2010
$

414.7
2094
302.4
263.9
312.8
409.4
325.2
168.8
312.7
399.7

22.0

$3,141.0
421.8

$2,719.2

2009
$ 200.0

206.3

294.5
253.1

312.7
26.1

$1,292.7
208.0

$1,084.7
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The Company acquired $1.832 billion of total debt and short-term borrowings in connection with the Merger which
included $157.1 million to increase the debt balance to its estimated fair value. Principal amounts and maturities of the
notes acquired in the Merger

15
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are: $400.0 million due in 2011, $300.0 million due in 2014, $350.0 million due in 2014, $300.0 million due in 2016
and $150.0 million due in 2028. $175.0 million of assumed short-term borrowings was repaid in April 2010 with the
proceeds from additional commercial paper borrowings. The Company executed a full and unconditional guarantee of
the existing debt of The Black & Decker Corporation and Black & Decker Holdings, LL.C (this guarantee is applicable
to all of the Black & Decker outstanding notes payable), and Black & Decker executed a full and unconditional
guarantee of the existing debt of the Company, excluding the Company s Junior Subordinated Debt, including for
payments of principal and interest and as such these notes rank equally in priority with the Company s unsecured and
unsubordinated debt. Refer to Note U, Parent and Subsidiary Debt Guarantees, for additional information pertaining to
these debt guarantees.

Aggregate annual principal maturities of long-term debt for 