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The decision

Julie Sawyer Montgomery had become Danaher's President and CEO two days earlier. She had
spent years in Diagnostics, first leading Beckman Coulter Diagnostics and later serving as the
executive responsible for the Diagnostics platform. She had also led Danaher's acquisition of
Masimo. Rainer Blair, her predecessor, would support the transition as senior advisor through
year-end and then as a consultant through March 2027. [S1], [S2]

Danaher had closed the acquisition on 10 June. Its public announcement said Masimo would
retain its brand and operate as a standalone company within the Diagnostics segment. The
stated rationale was to combine Masimo's monitoring technology with Danaher's portfolio and
expand its global reach. [S3]

The transaction brought a specialized patient-monitoring business into a global diagnostics
company with a well-established operating system. How should Danaher preserve Masimo's
specialized innovation and customer relationships while connecting it to Danaher capabilities?
And how quickly should it do so?

Assignment: Assume you are advising Montgomery in a hypothetical first-90-day strategy
review. Recommend whether Danaher should maintain the announced standalone model,
accelerate selected functional integration, or phase integration behind explicit gates. Specify
which functions should remain with Masimo, which should be shared, the sequence and
governance of changes, and the evidence that would trigger further integration or a pause.
Address the acquisition's public targets and the limited post-close financial evidence. Use only
information available by 3 October 2026.

The assignment is invented for classroom analysis. Public sources do not disclose a private CEO
review, a reopened organization design, or management's intention to change the announced
model.
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Two companies, different operating questions

Danaher organized its continuing businesses into Biotechnology, Life Sciences and Diagnostics.
Its 2025 annual report described the Danaher Business System (DBS) as a company-wide
management approach and emphasized customer needs, innovation, operating discipline and
portfolio development. Before acquiring Masimo, Danaher's Diagnostics platform included
Beckman Coulter Diagnostics, Cepheid, Radiometer and Leica Biosystems. [S4], pp. 3-4 and
Item 1.

Masimo developed pulse-oximetry and other patient-monitoring technology for acute care
settings. Its products included sensors, monitors, measurement technologies, software,
automation and connectivity. Its commercial model involved specialist sales, distributors and
original-equipment-manufacturer (OEM) relationships. Masimo's Investor Day presentation
described a large installed base and substantial recurring revenue from sensors and related
products. These installed-base, renewal and recurring-revenue percentages were
company-reported measures, with definitions and boundaries set by Masimo. [S5], Business;
[S6], slides 6-7, 20-26.

Before the acquisition closed, Masimo described five priorities: strengthen commercial
execution; grow U.S. pulse-oximetry; gain international share; expand advanced monitoring;
and launch new products. Its roadmap included successive waves of monitors, wearables and
algorithms. Masimo's management targeted 7%-10% revenue compound annual growth
through 2028 and approximately 30% operating margin by 2028. Those were forward-looking
targets announced before Danaher ownership, not achieved performance or a guarantee. [S6],
slides 20-26; [S7].

The rationale and the hurdle

At announcement, Danaher offered $180 per Masimo share in cash, for an enterprise value of
approximately $9.9 billion including assumed debt and net of acquired cash. Danaher said the
transaction equated to about 18 times estimated 2027 EBITDA, or 15 times with the full benefit
of expected synergies. Management projected $125 million or more in annual cost synergies
and $50 million or more in annual revenue synergies by the fifth full year after close, and
expected the deal to add $0.15-$0.20 to adjusted diluted EPS in the first full year and about
$0.70 in the fifth full year. It also expected long-term high-single-digit core revenue growth at
Masimo. These were company forecasts made in February, not realized benefits. [S8]

Danaher disclosed that Masimo generated approximately $1.5 billion in 2025. Its
second-quarter filing reported approximately $9.8 billion in cash consideration, net of cash
acquired, and preliminary goodwill of approximately $5.0 billion. Danaher financed the
purchase with cash on hand, long-term debt and commercial paper. Purchase accounting
remained preliminary. [S9], Note 2, p. 7.

Those figures create an accountability question. A standalone unit could preserve focus and
speed, but a standalone label alone would not demonstrate that Danaher had found a way to
capture the announced commercial and cost opportunities. More integration might open
capabilities and channels, but could also disrupt specialist routines, product work or customer
relationships. The public record did not disclose the precise internal decision rights behind the
standalone structure.
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What the first post-close quarter showed-and did not show

Masimo joined Danaher on 10 June, near the end of Danaher's second quarter. For the quarter
ended 26 June, Danaher reported consolidated sales of $6.265 billion, up 5.5% year over year;
its non-GAAP core sales measure increased 3.0%, or 4.5% excluding respiratory testing.
Currency and acquisitions also affected reported growth. [S9], MD&A, p. 29; [S10].

Diagnostics segment sales were $2.466 billion, compared with $2.309 billion a year earlier.
Reported sales growth was 7.0%; core sales growth was 2.0%, including a 3.0 percentage-point
contribution from respiratory testing. Core growth excluding respiratory testing was 5.0%.
Danaher said the acquisition of Masimo was the primary reason for the reported segment
increase, with core growth and currency also contributing in the quarter. [S9], Diagnostics, pp.
35-36.

Diagnostics operating profit was $416 million, or 16.9% of sales, compared with $554 million
and 24.0% a year earlier. Danaher attributed 440 basis points of the margin decline to
acquisition-related inventory fair-value adjustments, significant transaction costs and
pre-acquisition share-based/change-in-control payments; 105 basis points to acquired-business
dilution; and 165 basis points to product mix and changes in operating and administrative
leverage. A $46 million acquisition-related inventory fair-value adjustment was included in cost
of sales. These figures are a company-provided quarterly bridge, not a normalized forecast for
Masimo or a clean measure of integration performance. [S9], Diagnostics, pp. 35-37.

Danaher also reported weaker respiratory-test demand in the first half after a less severe
season, and China volume-based procurement and reimbursement effects on pricing. The
16-day ownership period and one-time acquisition charges make it difficult to isolate Masimo's
recurring contribution from public data. No standalone post-close Masimo income statement
was available by the case date. [S9], Diagnostics, pp. 35-37.

What should be integrated, and when?

Consider three alternatives. They are classroom constructs that vary the announced structure;
none is a reported Danaher plan.

1. Preserve the standalone model

Keep Masimo as a distinct operating company under its brand, with control of product
roadmaps, specialist commercial teams, technical and clinical expertise, and OEM relationships.
Set narrow interfaces to Danaher for corporate reporting, capital allocation, compliance and
selected shared services. This protects focus and creates a clear accountability unit. It may also
leave valuable distribution or operating capabilities unused and allow duplicated processes to
persist.

2. Integrate selected functions now

Retain Masimo products and brand, but combine specific functions where a clear benefit and
customer safeguard can be demonstrated. Candidates for analysis include international
distribution, selected service and support, sourcing, quality/regulatory systems, data
infrastructure and shared administration. Set explicit decision rights and protect product/clinical
work and existing OEM obligations. This could accelerate coordination and capability sharing; it
could also create transition burden and confusion about product or customer ownership.
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3. Phase integration behind gates

Maintain current product, clinical, specialist-sales and OEM responsibilities initially. Pilot
selected shared capabilities, assign joint owners, and expand only when agreed indicators meet
thresholds. Possible indicators include customer and OEM retention, product milestones,
employee continuity, quality/regulatory outcomes, cost-to-serve and identifiable synergy
capture. A staged approach preserves options; it can also delay benefits, prolong dual systems
and blur accountability. The indicators and gates would need to be designed-the company has
not publicly supplied an integration scorecard.

Making the choice

The deal's stated growth and synergy rationale suggests why Danaher might seek greater
coordination. Masimo's specialist technology, installed products, sensor sales, product roadmap
and commercial relationships suggest why the buyer might retain substantial autonomy. Which
capabilities are actually complementary? Which are sensitive to disruption? What should be
shared first, and what evidence would show that a change worked?

Prepare a two-page recommendation that:
* selects and explains an integration posture, naming functions and decision rights;

* responds to the strongest argument for a different alternative;

identifies measures and thresholds for expansion, pause or reversal;

distinguishes one-time acquisition accounting from recurring operating economics; and

* explains how Danaher should preserve customer, partner, product and employee continuity
while assessing the deal's public targets.

No financial forecast is required. If using numbers, separate historical reported results,
management targets and your own explicitly labeled classroom assumptions. Do not infer
post-close Masimo results from Danaher's consolidated segment figures.
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Discussion questions

1. What does the standalone designation protect, and what opportunities might it constrain?
How does a company boundary differ from functional integration?

2. Which capabilities should remain under Masimo's direct control? Which, if any, would you
share with Danaher immediately?

3. What is the most decision-useful interpretation of Danaher's Q2 Diagnostics sales and margin
data? What conclusions do those data not support?

4. Should Danaher favor speed, preservation, or staged integration? What would trigger the
next step?

5. How would you assess progress toward the transaction's announced targets without
confusing acquisition accounting, quarterly noise and realized value?

Sources and conventions

S1. Danaher, Form 8-K, accession 0001193125-26-330652, filed 3 Aug 2026; Item 5.02,
leadership transition and career chronology.

S2. Danaher, “Julie Sawyer Montgomery Assumes Role as Danaher President and Chief
Executive Officer”, 1 Oct 2026. Management commentary is attributed.

S3. Danaher, “Danaher Completes Acquisition of Masimo Corporation”, 10 Jun 2026.

S4. Danaher, 2025 Form 10-K, accession 0000313616-26-000062, filed 24 Feb 2026; FY ended
31 Dec 2025. Business description and strategy.

S5. Masimo, 2025 Form 10-K, accession 0000937556-26-000017, filed 27 Feb 2026; FY ended 3
Jan 2026. Business, products and channels.

S$6. Masimo, 2025 Investor Day presentation, Exhibit 99.2 to Form 8-K, accession
0000937556-25-000175, 3 Dec 2025; slides 6-7 and 20-26. Company targets and estimates are
attributed.

S7. Masimo, 2025 Investor Day release, Exhibit 99.1 to Form 8-K, 3 Dec 2025; 2028 targets.
S$8. Danaher, “Danaher To Acquire Masimo Corporation”, 17 Feb 2026. Deal terms, rationale,
EPS and synergy projections. Forecasts are management targets.

S9. Danaher, Q2 2026 Form 10-Q, accession 0000313616-26-000161, filed 21 Jul 2026; period
ended 26 Jun 2026; Note 2 p. 7 and MD&A pp. 29, 35-37.

S$10. Danaher, Q2 2026 results release, 21 Jul 2026; reported company results, adjustments
and guidance.

Historical company disclosures and management projections are differentiated above.
Post-cutoff information is excluded. No standalone post-close Masimo results, integration
scorecard, customer interviews or realized synergy outcomes were available to the student by
the cutoff.
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https://www.sec.gov/Archives/edgar/data/313616/000119312526330652/d161342d8k.htm
https://investors.danaher.com/2026-10-01-Julie-Sawyer-Montgomery-Assumes-Role-as-Danaher-President-and-Chief-Executive-Officer
https://investors.danaher.com/2026-10-01-Julie-Sawyer-Montgomery-Assumes-Role-as-Danaher-President-and-Chief-Executive-Officer
https://investors.danaher.com/2026-06-10-Danaher-Completes-Acquisition-of-Masimo-Corporation
https://www.sec.gov/Archives/edgar/data/313616/000031361626000062/dhr-20251231.htm
https://www.sec.gov/Archives/edgar/data/937556/000093755626000017/masi-20260103.htm
https://www.sec.gov/Archives/edgar/data/937556/000093755625000175/masi-20251203xinvdaypres.htm
https://www.sec.gov/Archives/edgar/data/937556/000093755625000175/masi-20251203xex991.htm
https://investors.danaher.com/2026-02-17-Danaher-To-Acquire-Masimo-Corporation
https://www.sec.gov/Archives/edgar/data/313616/000031361626000161/dhr-20260626.htm
https://investors.danaher.com/2026-07-21-Danaher-Reports-Second-Quarter-2026-Results

