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PART I.

Item 1. Business
          Honeywell International Inc. (Honeywell) is a diversified technology and manufacturing company, serving customers
worldwide with aerospace products and services, control, sensing and security technologies for buildings, homes and industry,
turbochargers, automotive products, specialty chemicals, electronic and advanced materials, process technology for refining and
petrochemicals, and energy efficient products and solutions for homes, business and transportation. Honeywell was incorporated in
Delaware in 1985.

          We maintain an internet website at http://www.honeywell.com. Our Annual Report on Form 10-K, Quarterly Reports on Form
10-Q, Current Reports on Form 8-K and any amendments to those reports, are available free of charge on our website under the
heading �Investor Relations� (see �SEC Filings & Reports�) immediately after they are filed with, or furnished to, the Securities and
Exchange Commission (SEC). In addition, in this Form 10-K, the Company incorporates by reference certain information from parts
of its proxy statement for the 2011 Annual Meeting of Stockholders, which we expect to file with the SEC on or about March 10,
2011, and which will also be available free of charge on our website.

          Information relating to corporate governance at Honeywell, including Honeywell�s Code of Business Conduct, Corporate
Governance Guidelines and Charters of the Committees of the Board of Directors are also available, free of charge, on our website
under the heading �Investor Relations� (see �Corporate Governance�), or by writing to Honeywell, 101 Columbia Road, Morris
Township, New Jersey 07962, c/o Vice President and Corporate Secretary. Honeywell�s Code of Business Conduct applies to all
Honeywell directors, officers (including the Chief Executive Officer, Chief Financial Officer and Controller) and employees.

Major Businesses

          We globally manage our business operations through four businesses that are reported as operating segments: Aerospace,
Automation and Control Solutions, Specialty Materials and Transportation Systems. Financial information related to our operating
segments is included in Note 23 of Notes to Financial Statements in �Item 8. Financial Statements and Supplementary Data.�

          The major products/services, customers/uses and key competitors of each of our operating segments follows:

Aerospace

          Our Aerospace segment is a leading global provider of integrated avionics, engines, systems and service solutions for
aircraft manufacturers, airlines, business and general aviation, military, space and airport operations.

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Turbine propulsion engines TFE731 turbofan Business, regional, general United Technologies
TFE1042 turbofan aviation and military trainer Rolls Royce/Allison
ATF3 turbofan aircraft Turbomeca
F124 turbofan Commercial and military Williams
ALF502 turbofan helicopters
LF507 turbofan Military vehicles
CFE738 turbofan
HTF 7000 turbofan
T53, T55 turboshaft
T800 turboshaft
TF40B/50A
HTS900
LT101-650/750/850
TPE 331 turboprop
AGT1500 turboshaft
Repair, overhaul and spare
parts

1

Edgar Filing: HONEYWELL INTERNATIONAL INC - Form 10-K

4



Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Auxiliary power units Airborne auxiliary power units Commercial, regional, business United Technologies
(APU�S) Jet fuel starters and military aircraft

Secondary power systems Ground power
Ground power units
Repair, overhaul and spare
parts

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Environmental control Air management systems: Commercial, regional and Auxilec
systems Air conditioning general aviation aircraft Barber Colman

Bleed air Military aircraft Dukes
Cabin pressure control Ground vehicles Eaton-Vickers
Air purification and treatment Spacecraft General Electric
Gas Processing Goodrich
Heat Exchangers Liebherr
Repair, overhaul and spare Pacific Scientific
parts Parker Hannifin

TAT
United Technologies

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Electric power systems Generators Commercial, regional, business General Electric
Power distribution & control and military aircraft Goodrich
Power conditioning Safran
Repair, overhaul and spare United Technologies
parts

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Engine systems Electronic and hydromechanical Commercial, regional and BAE Controls
accessories fuel controls general aviation aircraft Goodrich

Engine start systems Military aircraft Parker Hannifin
Electronic engine controls United Technologies
Sensors
Valves
Electric and pneumatic power
generation systems
Thrust reverser actuation,
pneumatic and electric

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Avionics systems Flight safety systems: Commercial, business and BAE
Enhanced Ground Proximity general aviation aircraft Boeing/Jeppesen
Warning Systems (EGPWS) Government aviation Garmin
Traffic Alert and Collision General Electric
Avoidance Systems (TCAS) Goodrich
Windshear detection systems Kaiser
Flight data and cockpit voice L3
recorders Lockheed Martin
Weather radar Northrop Grumman
Communication, navigation Rockwell Collins
and surveillance systems: Thales
Navigation and guidance Trimble/Terra
systems Universal Avionics
Global positioning systems Universal Weather
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Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Satellite systems
Integrated avionics systems
Flight management systems
Cockpit display systems
Data management and aircraft
performance monitoring
systems
Aircraft information systems
Network file servers
Wireless network transceivers
Weather information network
Navigation database
information
Cabin management systems
Vibration detection and
monitoring
Mission management systems
Tactical data management
systems
Maintenance and health
monitoring systems

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Aircraft lighting Interior and exterior aircraft Commercial, regional, Hella/Goodrich
lighting business, helicopter and LSI

military aviation aircraft Luminator
(operators, OEMs, parts Whelen
distributors and MRO
service providers)

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Inertial sensor Inertial sensor systems for Military and commercial Astronautics
guidance, stabilization, vehicles Kearfott
navigation and control Commercial spacecraft and BAE
Gyroscopes, accelerometers, launch vehicles GEC
inertial measurement units Transportation General Electric
and thermal switches Missiles Goodrich
Attitude and heading Munitions L3 Com
reference systems KVH

Northrop Grumman
Rockwell

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Control products Radar altimeters Military aircraft BAE
Pressure products Missiles, UAVs Goodrich
Air data products Commercial applications Northrop Grumman
Thermal switches Commercial, regional, business Rockwell Collins
Magnetic sensors and military aircraft Rosemount
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Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Space products and Guidance subsystems Commercial and military BAE
subsystems Control subsystems spacecraft Ithaco

Processing subsystems DoD L3
Radiation hardened electronics FAA Northrop Grumman
and integrated circuits NASA Raytheon
GPS-based range safety
systems
Gyroscopes

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Management and technical Maintenance/operation and U.S. government space (NASA) Bechtel
services provision of space systems, DoD (logistics and information Boeing

services and facilities services) Computer Sciences
Systems engineering and FAA Dyncorp
integration DoE ITT
Information technology services Local governments Lockheed Martin
Logistics and sustainment Commercial space ground Raytheon

segment systems and SAIC
services The Washington Group

United Space Alliance

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Landing systems Wheels and brakes Commercial airline, regional, Dunlop Standard Aerospace
Wheel and brake repair and business and military aircraft Goodrich
overhaul services High performance K&F Industries

commercial vehicles Messier-Bugatti
USAF, DoD, DoE NASCO
Boeing, Airbus, Lockheed
Martin
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Automation and Control Solutions

          Our Automation and Control Solutions segment is a leading global provider of environmental and combustion controls,
sensing controls, security and life safety products and services, scanning and mobility devices and process automation and
building solutions and services for homes, buildings and industrial facilities.

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Environmental and Heating, ventilating and air Original equipment Bosch
combustion controls; conditioning controls and manufacturers (OEMs) Cherry
sensing controls components for homes and Distributors Danfoss

buildings Contractors Eaton
Indoor air quality products Retailers Emerson
including zoning, air cleaners, System integrators Endress & Hauser
humidification, heat and Commercial customers and Freescale
energy recovery ventilators homeowners served by Semiconductor
Controls plus integrated the distributor, wholesaler, GE
electronic systems for contractor, retail and utility Holmes
burners, boilers and channels Invensys
furnaces Package and materials handling Johnson Controls
Consumer household products operations Omron
including humidifiers and Appliance manufacturers Schneider
thermostats Automotive companies Siemens
Electrical devices and switches Aviation companies United Technologies
Water controls Food and beverage processors Yamatake
Sensors, measurement, control Medical equipment
and industrial components Heat treat processors
Energy demand/response Computer and business
management products and equipment manufacturers
services

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Security and life safety Security products and systems OEMs Bosch
products and services Fire products and systems Retailers Draeger

Access controls and closed Distributors GE
circuit television Commercial customers and Hubbell Inc
Home health monitoring and homeowners served by the Mine Safety
nurse call systems the distributor, wholesaler, Appliances
Gas detection products and contractor, retail and utility Pelco
systems channels Phillips
Emergency lighting Health care organizations Riken Keiki
Distribution Security monitoring service Siemens
Personal protection equipment providers Tyco

Industrial, fire service, utility United Technologies
distributors and U.S. 3M
Government

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Scanning and mobility Hand held and hands free OEMs Datalogic
image and laser based bar Retailers Intermec
code scanners Distributors Technologies
Scan engines Commercial customers served Motorola Solutions
Mobile and wireless computers by the transportation and

and logistics, manufacturing,
healthcare and retail
channels
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Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Process automation Advanced control software and Refining and petrochemical ABB
products and solutions industrial automation systems companies AspenTech

for control and monitoring of Chemical manufacturers Emerson
continuous, batch and hybrid Oil and gas producers Invensys
operations Food and beverage processors Siemens
Production management Pharmaceutical companies Yokogawa
software Utilities
Communications systems for Film and coated producers
Industrial Control equipment Pulp and paper industry
and systems Continuous web producers in
Consulting, networking the paper, plastics, metals,
engineering and installation rubber, non-woverns and
Terminal automation solutions printing industries
Process control instrumentation Mining and mineral industries
Field instrumentation
Analytical instrumentation
Recorders and controllers
Critical environment control
solutions and services
Aftermarket maintenance,
repair and upgrade
Gas control, measurement
and analyzing equipment

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Building solutions and HVAC and building control Building managers and owners Ameresco
services solutions and services Contractors, architects and GroupMac

Energy management solutions developers Ingersoll Rand
and services, including Consulting engineers Invensys
demand response and Security directors Johnson Controls
automation Plant managers Local contractors
Security and asset Utilities and utilities
management solutions and Large global corporations Safegate
services Public school systems Schneider
Enterprise building integration Universities Siemens
solutions Local governments Trane
Building information services Public housing agencies Thorn
Airport lighting and systems, Airports United Technologies
visual docking guidance
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Specialty Materials

          Our Specialty Materials segment is a global leader in providing customers with high-performance specialty materials,
including hydrocarbon processing technologies, catalysts, adsorbents, equipment and services, fluorine products, specialty films
and additives, advanced fibers and composites, intermediates, specialty chemicals, electronic materials and chemicals.

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Resins & chemicals Nylon 6 polymer Nylon for carpet fibers, BASF
Caprolactam engineered resins and DSM
Ammonium sulfate flexible packaging Sinopec
Cyclohexanone Compounded Fertilizer

ingredients
UBE

Cyclophexanol (KA Oil) Specialty chemicals
MEKO

Hydrofluoric acid (HF) Anhydrous and aqueous Fluorocarbons Mexichem Flour
hydrofluoric acid Steel Solvay

Oil refining
Chemical intermediates
Semiconductors Photovoltaics

Fluorocarbons Refrigerants, aerosol and Refrigeration Arkema
insulation foam blowing Air conditioning Dupont
agents Polyurethane foam Solvay
Genesolv® solvents Precision cleaning Ineos
Oxyfume sterilant gases Optical
Ennovate 3000 blowing agent Appliances
for refrigeration insulation Hospitals

Medical equipment
manufacturers

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Fluorine specialties Sulfur hexafluoride (SF6) Electric utilities Air Products
Iodine pentafluoride (IF) Magnesium gear manufacturers Asahi Glass
Antimony pentafluoride (SbF5) Solvay

LiMing

Nuclear services UF6 conversion services Nuclear fuel Cameco
Electric utilities Comurhex

Rosatom

Research and fine Oxime-based fine chemicals Agrichemicals Avecia
chemicals Fluoroaromatics Biotech Degussa

High-purity solvents DSM
E. Merck
Thermo Fisher
Scientific
Lonza
Sigma-Aldrich

Performance chemicals HF derivatives Diverse by product type Atotech
Imaging chemicals Fluoroaromatics BASF
Chemical processing Catalysts DSM
sealants Oxime-silanes
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Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Advanced fibers & High modulus polyethylene Bullet resistant vests, helmets DuPont
composites fiber and shield composites and other armor applications DSM

Aramid shield composites Cut-resistant gloves Teijin
Rope & cordage

Specialty films Cast nylon film Food and pharmaceutical American Biaxis
Bi-axially oriented nylon film packaging CFP
Fluoropolymer film Daikin

Kolon
Unitika

Specialty additives Polyethylene waxes Coatings and inks BASF
Paraffin waxes and blends PVC pipe, siding & profiles Clariant
PVC lubricant systems Plastics Eastman
Processing aids Reflective coatings
Luminescent pigments Safety & security applications

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Electronic chemicals Ultra high-purity HF Semiconductors KMG
Inorganic acids Photovoltaics BASF
Hi-purity solvents General Chemical

Semiconductor materials Interconnect-dielectrics Semiconductors BASF
and services Interconnect-metals Microelectronics Brewer

Semiconductor packaging Telecommunications Kyocera
materials LED Nikko
Advanced polymers Photovoltaics Praxair
Anti-reflective coatings Shinko
Thermo-couples Tosch

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Catalysts, adsorbents and Catalysts Petroleum, refining, Axens
specialties Molecular sieves petrochemical, gas BASF

Adsorbents processing, and WR Grace
Customer catalyst manufacturing industries Haldor
manufacturing Shell/Criterion

Process technology Technology licensing and Petroleum refining, Axens
and equipment engineering design of petrochemical and gas BP/Amoco

process units and systems processing Exxon-Mobil
Engineered products Chevron Lummus

Global
Proprietary equipment Chicago Bridge &

Iron
Training and development of Koch Glitsch
technical personnel Linde AG
Gas processing technology Natco

Shaw Group
Shell/SGS

Renewable fuels and Technology licensing of Agricultural products Neste Oy
chemicals Process, catalysts, absorbents, Lurgi

Refining equipment and Syntroleum
services for producing Dynamotive
renewable-based fuels
and chemicals
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Transportation Systems

          Our Transportation Systems segment is one of the leading manufacturers of engine boosting systems for passenger cars
and commercial vehicles, as well as a leading provider of automotive care and braking products.

Product/Service Classes Major Products/Services Major Customers/Uses Key Competitors

Charge-air systems Turbochargers for gasoline Passenger car, truck and Borg-Warner
and diesel engines off-highway OEMs Holset

Engine manufacturers IHI
Aftermarket distributors and MHI
dealers

Thermal systems Exhaust gas coolers Passenger car, truck and Behr
Charge-air coolers off-highway OEMs Modine
Aluminum radiators Engine manufacturers Valeo
Aluminum cooling modules Aftermarket distributors and

dealers

Aftermarket filters, spark Oil, air, fuel, transmission and Automotive and heavy vehicle AC Delco
plugs, electronic coolant filters aftermarket channels, OEM�s Bosch
components and car care PCV valves and Original Equipment Champion
products Spark plugs Service Providers (OES) Mann & Hummel

Wire and cable Auto supply retailers NGK
Antifreeze/coolant Specialty installers Peak/Old World
Windshield washer fluids Mass merchandisers Industries
Waxes, washes and specialty Purolator
cleaners STP/ArmorAll

Turtle Wax
Zerex/Valvoline

Brake hard parts and other Disc brake pads and shoes Automotive and heavy vehicle Advics
friction materials Drum brake linings OEMs, OES, brake Akebono

Brake blocks manufacturers and Continental
Disc and drum brake aftermarket channels Federal-Mogul
components Installers ITT Corp
Brake hydraulic components Railway and commercial/military JBI
Brake fluid aircraft OEMs and brake Nisshinbo
Aircraft brake linings manufacturers TMD Friction
Railway linings TRW

Aerospace Sales

          Our sales to aerospace customers were 32, 35 and 35 percent of our total sales in 2010, 2009 and 2008, respectively. Our
sales to commercial aerospace original equipment manufacturers were 6, 7 and 9 percent of our total sales in 2010, 2009 and
2008, respectively. In addition, our sales to commercial aftermarket customers of aerospace products and services were 10, 11 and
11 percent of our total sales in 2010, 2009 and 2008, respectively. Our Aerospace results of operations can be impacted by various
industry and economic conditions. See �Item 1A. Risk Factors.�

9
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U.S. Government Sales

          Sales to the U.S. Government (principally by our Aerospace segment), acting through its various departments and agencies
and through prime contractors, amounted to $4,354, $4,288 and $4,240 million in 2010, 2009 and 2008, respectively, which
included sales to the U.S. Department of Defense, as a prime contractor and subcontractor, of $3,500, $3,455 and $3,412 million in
2010, 2009 and 2008, respectively. U.S. defense spending increased in 2010. Although we expect a slight decline in our defense
and space revenue in 2011 (see Item 7 Management�s Discussion and Analysis of Financial Condition and Results of Operations),
we do not expect to be significantly affected by any proposed changes in 2011 federal spending due principally to the varied mix of
the government programs which impact us (OEM production, engineering development programs, aftermarket spares and repairs
and overhaul programs). Our contracts with the U.S. Government are subject to audits, investigations, and termination by the
government. See �Item 1A. Risk Factors.�

Backlog

          Our total backlog at December 31, 2010 and 2009 was $14,616 and $13,182 million, respectively. We anticipate that
approximately $10,609 million of the 2010 backlog will be filled in 2011. We believe that backlog is not necessarily a reliable
indicator of our future sales because a substantial portion of the orders constituting this backlog may be canceled at the customer�s
option.

Competition

          We are subject to active competition in substantially all product and service areas. Competition is expected to continue in all
geographic regions. Competitive conditions vary widely among the thousands of products and services provided by us, and vary by
country. Depending on the particular customer or market involved, our businesses compete on a variety of factors, such as price,
quality, reliability, delivery, customer service, performance, applied technology, product innovation and product recognition. Brand
identity, service to customers and quality are generally important competitive factors for our products and services, and there is
considerable price competition. Other competitive factors for certain products include breadth of product line, research and
development efforts and technical and managerial capability. While our competitive position varies among our products and
services, we believe we are a significant competitor in each of our major product and service classes. However, a number of our
products and services are sold in competition with those of a large number of other companies, some of which have substantial
financial resources and significant technological capabilities. In addition, some of our products compete with the captive component
divisions of original equipment manufacturers. See Item 1A �Risk Factors� for further discussion.

International Operations

          We are engaged in manufacturing, sales, service and research and development mainly in the United States, Europe, Asia,
Canada, Middle East and Latin America. U.S. exports and foreign manufactured products are significant to our operations. U.S.
exports comprised 11, 12 and 10 percent of our total sales in 2010, 2009 and 2008, respectively. Foreign manufactured products
and services, mainly in Europe, were 41, 39 and 39 percent of our total sales in 2010, 2009 and 2008, respectively.

          Approximately 17 percent of total 2010 sales of Aerospace-related products and services were exports of U.S. manufactured
products and systems and performance of services such as aircraft repair and overhaul. Exports were principally made to Europe,
Canada, Asia and Latin America. Foreign manufactured products and systems and performance of services comprised
approximately 15 percent of total 2010 Aerospace sales. The principal manufacturing facilities outside the U.S. are in Europe, with
less significant operations in Canada and Asia.

          Approximately 2 percent of total 2010 sales of Automation and Control Solutions products and services were exports of U.S.
manufactured products. Foreign manufactured products and performance of services accounted for 58 percent of total 2010
Automation and Control Solutions sales. The principal manufacturing facilities outside the U.S. are in Europe, with less significant
operations in Asia and Canada.

          Approximately 30 percent of total 2010 sales of Specialty Materials products and services were exports of U.S. manufactured
products. Exports were principally made to Asia and Latin America. Foreign manufactured products and performance of services
comprised 27 percent of total 2010 Specialty Materials sales. The principal manufacturing facilities outside the U.S. are in Europe,
with less significant operations in Asia and Canada.
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          Approximately 3 percent of total 2010 sales of Transportation Systems products were exports of U.S. manufactured
products. Foreign manufactured products accounted for 70 percent of total 2010 sales of Transportation Systems. The principal
manufacturing facilities outside the U.S. are in Europe, with less significant operations in Asia and Latin America.

          Financial information including net sales and long-lived assets related to geographic areas is included in Note 24 of Notes to
Financial Statements in �Item 8. Financial Statements and Supplementary Data�. Information regarding the economic, political,
regulatory and other risks associated with international operations is included in �Item 1A. Risk Factors.�

Raw Materials

          The principal raw materials used in our operations are generally readily available. We experienced no significant problems in
the purchase of key raw materials and commodities in 2010. We are not dependent on any one supplier for a material amount of
our raw materials, except related to phenol, a raw material used in our Specialty Materials segment. We purchase phenol under a
supply agreement with one supplier.

          The costs of certain key raw materials, including natural gas, benzene (the key component in phenol), ethylene, fluorspar
and sulfur in our Specialty Materials business, steel, nickel, other metals and ethylene glycol in our Transportation Systems
business, and nickel, titanium and other metals in our Aerospace business, are expected to remain volatile. In addition, in 2010
certain large long-term fixed supplier price agreements expired, primarily relating to components used by our Aerospace business,
which in the aggregate, subjected us to higher volatility in certain component costs. We will continue to attempt to offset raw
material cost increases with formula or long-term supply agreements, price increases and hedging activities where feasible. We do
not presently anticipate that a shortage of raw materials will cause any material adverse impacts during 2011. See �Item 1A. Risk
Factors� for further discussion.

          We are highly dependent on our suppliers and subcontractors in order to meet commitments to our customers. In addition,
many major components and product equipment items are procured or subcontracted on a single-source basis with a number of
domestic and foreign companies. We maintain a qualification and performance surveillance process to control risk associated with
such reliance on third parties. While we believe that sources of supply for raw materials and components are generally adequate, it
is difficult to predict what effects shortages or price increases may have in the future. Furthermore, the inability of these suppliers to
meet their quality and/or delivery commitments to us, due to bankruptcy, natural disasters or any other reason, may result in
significant costs and delay, including those in connection with the required recertification of parts from new suppliers with our
customers or regulatory agencies.

Patents, Trademarks, Licenses and Distribution Rights

          Our segments are not dependent upon any single patent or related group of patents, or any licenses or distribution rights. We
own, or are licensed under, a large number of patents, patent applications and trademarks acquired over a period of many years,
which relate to many of our products or improvements to those products and which are of importance to our business. From time to
time, new patents and trademarks are obtained, and patent and trademark licenses and rights are acquired from others. We also
have distribution rights of varying terms for a number of products and services produced by other companies. In our judgment,
those rights are adequate for the conduct of our business. We believe that, in the aggregate, the rights under our patents,
trademarks and licenses are generally important to our operations, but we do not consider any patent, trademark or related group
of patents, or any licensing or distribution rights related to a specific process or product, to be of material importance in relation to
our total business. See �Item 1A. Risk Factors� for further discussion.

          We have registered trademarks for a number of our products and services, including Honeywell, Aclar, Ademco, Autolite,
Bendix, Enovate, Fire-Lite, FRAM, Garrett, Hand Held, Holts, Jurid, Metrologic, MK, North, Notifier, Novar, Prestone, Redex, RMG,
Simoniz, Spectra, System Sensor and UOP.

Research and Development

          Our research activities are directed toward the discovery and development of new products, technologies and processes and
the development of new uses for existing products. The Company�s principal research and development activities are in the U.S.,
Europe, India and China.

          Research and development (R&D) expense totaled $1,466, $1,330 and $1,543 million in 2010, 2009 and 2008, respectively.
The increase in R&D expense of 10 percent in 2010 compared to 2009 was mainly due to
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additional product design and development costs in Automation and Control Solutions and increased expenditures on the
development of products for new aircraft platforms. The decrease in R&D expense in 2009 compared to 2008 of 14 percent was
consistent with our 15 percent decrease in net sales. R&D as a percentage of sales was 4.4, 4.3 and 4.2 percent in 2010, 2009 and
2008, respectively. Customer-sponsored (principally the U.S. Government) R&D activities amounted to an additional $874, $852
and $903 million in 2010, 2009 and 2008, respectively.

Environment

          We are subject to various federal, state, local and foreign government requirements regulating the discharge of materials into
the environment or otherwise relating to the protection of the environment. It is our policy to comply with these requirements, and
we believe that, as a general matter, our policies, practices and procedures are properly designed to prevent unreasonable risk of
environmental damage, and of resulting financial liability, in connection with our business. Some risk of environmental damage is,
however, inherent in some of our operations and products, as it is with other companies engaged in similar businesses.

          We are and have been engaged in the handling, manufacture, use and disposal of many substances classified as hazardous
by one or more regulatory agencies. We believe that, as a general matter, our policies, practices and procedures are properly
designed to prevent unreasonable risk of environmental damage and personal injury, and that our handling, manufacture, use and
disposal of these substances are in accord with environmental and safety laws and regulations. It is possible, however, that future
knowledge or other developments, such as improved capability to detect substances in the environment or increasingly strict
environmental laws and standards and enforcement policies, could bring into question our current or past handling, manufacture,
use or disposal of these substances.

          Among other environmental requirements, we are subject to the federal superfund and similar state and foreign laws and
regulations, under which we have been designated as a potentially responsible party that may be liable for cleanup costs
associated with current and former operating sites and various hazardous waste sites, some of which are on the U.S.
Environmental Protection Agency�s Superfund priority list. Although, under some court interpretations of these laws, there is a
possibility that a responsible party might have to bear more than its proportional share of the cleanup costs if it is unable to obtain
appropriate contribution from other responsible parties, we have not had to bear significantly more than our proportional share in
multi-party situations taken as a whole.

          We do not believe that existing or pending climate change legislation, regulation, or international treaties or accords are
reasonably likely to have a material effect in the foreseeable future on the Company�s business or markets that it serves, nor on its
results of operations, capital expenditures or financial position. We will continue to monitor emerging developments in this area.

          Further information, including the current status of significant environmental matters and the financial impact incurred for
remediation of such environmental matters, if any, is included in �Item 7. Management�s Discussion and Analysis of Financial
Condition and Results of Operations,� in Note 21 of Notes to Financial Statements in �Item 8. Financial Statements and
Supplementary Data,� and in �Item 1A. Risk Factors.�

Employees

          We have approximately 130,000 employees at December 31, 2010, of which approximately 53,000 were located in the
United States.
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Item
1A.

Risk Factors

Cautionary Statement about Forward-Looking Statements

          We have described many of the trends and other factors that drive our business and future results in �Item 7. Management�s
Discussion and Analysis of Financial Condition and Results of Operations�, including the overview of the Company and each of our
segments and the discussion of their respective economic and other factors and areas of focus for 2011. These sections and other
parts of this report (including this Item 1A) contain �forward-looking statements� within the meaning of Section 21E of the Securities
Exchange Act of 1934.

          Forward-looking statements are those that address activities, events or developments that management intends, expects,
projects, believes or anticipates will or may occur in the future. They are based on management�s assumptions and assessments in
light of past experience and trends, current economic and industry conditions, expected future developments and other relevant
factors. They are not guarantees of future performance, and actual results, developments and business decisions may differ
significantly from those envisaged by our forward-looking statements. We do not undertake to update or revise any of our
forward-looking statements. Our forward-looking statements are also subject to risks and uncertainties that can affect our
performance in both the near-and long-term. These forward-looking statements should be considered in light of the information
included in this Form 10-K, including, in particular, the factors discussed below.

Risk Factors

          Our business, operating results, cash flows and financial condition are subject to the risks and uncertainties set forth below,
any one of which could cause our actual results to vary materially from recent results or from our anticipated future results.

Industry and economic conditions may adversely affect the market and operating conditions of our customers, which in
turn can affect demand for our products and services and our results of operations.

          The operating results of our segments are impacted by general global industry and economic conditions that can cause
changes in spending and capital investment patterns, demand for our products and services and the level of our manufacturing and
shipping costs. The operating results of our Aerospace segment, which generated 32 percent of our consolidated revenues in
2010, are directly tied to cyclical industry and economic conditions, including global demand for air travel as reflected in new aircraft
production, the deferral or cancellation of orders for new aircraft, delays in launch schedules for new aircraft platforms, the
retirement of aircraft, global flying hours, and business and general aviation aircraft utilization rates, as well as changes in customer
buying patterns with respect to aftermarket parts, supplier consolidation, factory transitions, capacity constraints, and the level and
mix of U.S. Government appropriations for defense and space programs (as further discussed in other risk factors below). The
challenging operating environment faced by the commercial airline industry may be influenced by a wide variety of factors including
global flying hours, aircraft fuel prices, labor issues, airline consolidation, airline insolvencies, terrorism and safety concerns as well
as changes in regulations. Future terrorist actions or pandemic health issues could dramatically reduce both the demand for air
travel and our Aerospace aftermarket sales and margins. The operating results of our Automation and Control Solutions (ACS)
segment, which genera
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