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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
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1934
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DELAWARE 06 0570975
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One Financial Plaza, Hartford, Connecticut 06103
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (860) 728-7000

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock ($1 par value) New York Stock Exchange
(CUSIP 913017 10 9)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes
. No 0O

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.  Yes
O . No

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 . 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 during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes . No O

Indicate by check mark if disclosure of delinquent filers pursuant to Iltem 405 of Regulation S-K is not contained herein, and will
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part IlI
of this Form 10-K or any amendment to this Form 10-K.

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 Accelerated filer O

Non-accelerated filer 0 (Do not check if a smaller reporting company) Smaller reporting company [J
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes [O No

The aggregate market value of the voting Common Stock held by non-affiliates at June 30, 2010 was approximately
$60,250,861,135, based on the New York Stock Exchange closing price for such shares on that date. For purposes of this calculation,
the Registrant has assumed that its directors and executive officers are affiliates.



At January 31, 2011, there were 920,456,248 shares of Common Stock outstanding.

List hereunder documents incorporated by reference and the Part of the Form 10-K into which the document is incorporated:
(1) portions of the United Technologies Corporation 2010 Annual Report to Shareowners are incorporated by reference in Parts I, 1l and
IV hereof; and (2) portions of the United Technologies Corporation Proxy Statement for the 2011 Annual Meeting of Shareowners are
incorporated by reference in Part Il hereof.
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UNITED TECHNOLOGIES CORPORATION

Annual Report on Form 10-K for
Year Ended December 31, 2010

Whenever reference is made in this Form 10-K to specific sections of UTC’s 2010 Annual Report to Shareowners (2010 Annual
Report), those sections are incorporated herein by reference. United Technologies Corporation and its subsidiaries’ names,
abbreviations thereof, logos, and product and service designators are all either the registered or unregistered trademarks or
tradenames of United Technologies Corporation and its subsidiaries. Names, abbreviations of names, logos, and product and service
designators of other companies are either the registered or unregistered trademarks or tradenames of their respective owners. As used
herein, the terms “we,” “us,” “our” or “UTC,” unless the context otherwise requires, mean United Technologies Corporation and its
subsidiaries.

PART |
ltem 1. Business

General

United Technologies Corporation was incorporated in Delaware in 1934. UTC provides high technology products and services to
the building systems and aerospace industries worldwide. Growth is attributable to the internal development of our existing businesses
and to acquisitions. The following description of our business should be read in conjunction with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in our 2010 Annual Report, especially the information contained therein
under the heading “Business Overview.”

Our operating units include businesses with operations throughout the world. Otis, Carrier and UTC Fire & Security (collectively
referred to as the commercial businesses) serve customers in the commercial and residential property industries worldwide. Carrier
also serves commercial, industrial, transport refrigeration and food service equipment customers. Pratt & Whitney, Hamilton Sundstrand
and Sikorsky (collectively referred to as the aerospace businesses) primarily serve commercial and government customers in both the
original equipment and aftermarket parts and services markets of the aerospace industry. Hamilton Sundstrand, Pratt & Whitney and
UTC Fire & Security also serve customers in certain industrial markets. For 2010, our commercial and industrial sales (generated
principally by our commercial businesses) were approximately 57 percent of our consolidated net sales, and commercial aerospace and
military aerospace sales were approximately 22 percent and 21 percent, respectively, of our consolidated net sales. Sales for 2010
from outside the United States, including U.S. export sales, were 60 percent of our total segment sales.

This Form 10-K and our quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports are
available free of charge through the Investor Relations section of our Internet website (http://www.utc.com) under the heading “SEC
Filings” as soon as reasonably practicable after these reports are electronically filed with, or furnished to, the Securities and Exchange
Commission (SEC). Our SEC filings are also available for reading and copying at the SEC’s Public Reference Room at 100 F Street,
NE, Washington, D.C. 20549. Information on the operation of the Public Reference Room may be obtained by calling the SEC at 1-800-
SEC-0330. In addition, the SEC maintains an Internet site (http://www.sec.gov) containing reports, proxy and information statements,
and other information regarding issuers that file electronically with the SEC.

Description of Business by Segment

We conduct our business through six principal segments: Otis, Carrier, UTC Fire & Security, Pratt & Whitney, Hamilton
Sundstrand and Sikorsky. Each segment groups similar operating companies and the management organization of each segment has
general operating autonomy over a range of products and services. The principal products and services of each segment are as
follows:

Otis—elevators, escalators, moving walkways and service.

Carrier—heating, ventilating, air conditioning (HVAC) and refrigeration systems, controls, services and energy-efficient products for
residential, commercial, industrial and transportation applications.

UTC Fire & Security—fire and special hazard detection and suppression systems, firefighting equipment, security, monitoring and rapid
response systems and service, and security personnel services.

Pratt & Whithney—commercial, military, business jet and general aviation aircraft engines, parts and services, industrial gas turbines,
geothermal power systems and space propulsion.
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Hamilton Sundstrand—aerospace products and aftermarket services, including power generation, management and distribution
systems, flight control systems, engine control systems, environmental control systems, fire protection and detection systems, auxiliary
power units, propeller systems and industrial products, including air compressors, metering pumps and fluid handling equipment.

Sikorsky—military and commercial helicopters, aftermarket helicopter and aircraft parts and services.

Segment financial data for the years 2008 through 2010, including financial information about foreign and domestic operations
and export sales, appears in Note 18 to the Consolidated Financial Statements in our 2010 Annual Report. Segment sales as
discussed below include intercompany sales, which are ultimately eliminated within the “Eliminations and other” category as reflected in
the segment financial data in Note 18 to the Consolidated Financial Statements in our 2010 Annual Report. Similarly, total segment
backlog as discussed below includes intercompany backlog.

Otis

Otis is the world’s largest elevator and escalator manufacturing, installation and service company. Otis designs, manufactures,
sells and installs a wide range of passenger and freight elevators for low-, medium- and high-speed applications, as well as a broad line
of escalators and moving walkways. In addition to new equipment, Otis provides modernization products to upgrade elevators and
escalators as well as maintenance and repair services for both its products and those of other manufacturers. Otis serves customers in
the commercial and residential property industries around the world. Otis sells directly to the end customer and, to a limited extent,
through sales representatives and distributors.

Sales generated by Otis’ international operations were 82 percent and 80 percent of total Otis segment sales in 2010 and 2009,
respectively. At December 31, 2010, Otis’ backlog was $13,923 million as compared to $14,550 million at December 31, 2009. Of the
total Otis backlog at December 31, 2010, approximately $7,874 million is expected to be realized as sales in 2011.

Carrier

Carrier is the world’s largest provider of HYAC and refrigeration solutions, including controls for residential, commercial, industrial
and transportation applications. Carrier also provides installation, retrofit and aftermarket services for the products it sells and those of
other manufacturers in the HVAC and refrigeration industries. In 2010, Carrier continued to execute the business transformation
strategy it began in 2008 by completing divestitures of several non-core businesses and taking noncontrolling equity interests in
ventures with partners in Asia, the U.S., Europe, and the Middle East. These included a distribution venture to distribute Carrier heating
and air conditioning products in California and the western United States, the sale of a controlling equity interest in Carrier's Korean air
conditioning operations, and the sale of a significant part of Carrier’'s equity interest in a publicly-traded manufacturer and distributor of
residential air conditioning products in Egypt and other parts of Africa. Carrier’s products and services are sold under Carrier and other
brand names to building contractors and owners, homeowners, transportation companies, retail stores and food service companies.
Through its venture with Watsco, Inc., Carrier distributes Carrier, Bryant, Payne and Totaline residential and light commercial HVAC
products in the U.S. and selected territories in the Caribbean and Latin America. Carrier sells directly to end customers and through
manufacturers’ representatives, distributors, wholesalers, dealers and retail outlets. Certain of Carrier's HVAC businesses are seasonal
and can be impacted by weather. Carrier customarily offers its customers incentives to purchase products to ensure an adequate
supply of its products in the distribution channels. The principal incentive program provides reimbursements to distributors for offering
promotional pricing on Carrier products. We account for incentive payments made as a reduction to sales.

Sales generated by Carrier’s international operations, including U.S. export sales, were 56 percent and 55 percent of total Carrier
segment sales in 2010 and 2009, respectively. At December 31, 2010, Carrier’'s backlog was $2,240 million as compared to $2,199
million at December 31, 2009. Substantially all of the backlog at December 31, 2010 is expected to be realized as sales in 2011.

UTC Fire & Security

UTC Fire & Security is a global provider of security and fire safety products and services. UTC Fire & Security provides electronic
security products such as intruder alarms, access control systems and video surveillance systems and designs and manufactures a
wide range of fire safety products including specialty hazard detection and fixed suppression products, portable fire extinguishers, fire
detection and life safety systems, and other firefighting equipment. Services provided to the electronic security and fire safety industries
include systems integration, video surveillance, installation, maintenance and inspection services. UTC Fire & Security also provides
monitoring, response and security personnel services, including cash-in-transit security, to complement its electronic security and fire
safety businesses. In 2010, we completed the acquisition of the GE Security business from General Electric Company. With the
acquisition of GE Security, UTC strengthened its portfolio of security and fire safety technologies for commercial and residential
applications, including fire detection and life safety systems, intrusion alarms, video surveillance and
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access control systems, and also significantly enhanced UTC Fire & Security’s North American presence. UTC Fire & Security products
and services are used by governments, financial institutions, architects, building owners and developers, security and fire consultants
and other end-users requiring a high level of security and fire protection for their businesses and residences. UTC Fire & Security
provides its products and services under Chubb, Kidde and other brand names and sells directly to the customer as well as through
manufacturer representatives, distributors, dealers and U.S. retail distribution.

Sales generated by UTC Fire & Security’s international operations, including U.S. export sales, were 84 percent and 82 percent of
total UTC Fire & Security segment sales in 2010 and 2009, respectively. At December 31, 2010, UTC Fire & Security’s backlog was
$1,106 million as compared to $898 million at December 31, 2009. Most of the backlog at December 31, 2010 is expected to be
realized as sales in 2011.

Pratt & Whitney

Pratt & Whitney is among the world’s leading suppliers of aircraft engines for the commercial, military, business jet and general
aviation markets. Pratt & Whitney Global Services provides maintenance, repair and overhaul services, including the sale of spare
parts, as well as fleet management services for large commercial engines. Pratt & Whitney produces families of engines for wide- and
narrow-body aircraft in the commercial and military markets. Pratt & Whitney Power Systems sells aero-derivative engines for industrial
applications. Pratt & Whitney Canada (P&WC) is a world leader in the production of engines powering business, regional, light jet, utility
and military aircraft and helicopters and provides related maintenance, repair and overhaul services, including the sale of spare parts,
as well as fleet management services. Pratt & Whitney Rocketdyne (PWR) is a leader in the design, development and manufacture of
sophisticated space propulsion systems for military and commercial applications, including the U.S. space shuttle program.

In view of the risks and costs associated with developing new engines, Pratt & Whitney has entered into collaboration
arrangements in which sales, costs and risks are shared. At December 31, 2010, the interests of third party participants in Pratt &
Whitney-directed commercial jet engine programs ranged from 14 percent to 48 percent. In addition, Pratt & Whitney has interests in
other engine programs, including a 33 percent interest in the International Aero Engines (IAE) collaboration, which sells and supports
V2500 engines for the Airbus A320 family of aircraft. At December 31, 2010, portions of Pratt & Whitney’s interests in IAE (equivalent to
4 percent of the overall IAE collaboration) were held by third party participants. Pratt & Whitney also has a 50 percent interest in the
Engine Alliance (EA), a joint venture with GE Aviation, which markets and manufactures the GP7000 engine for the Airbus A380
aircraft. At December 31, 2010, 40 percent of Pratt & Whitney’s 50 percent interest in the EA was held by third party participants.

Pratt & Whitney continues to pursue additional collaboration partners.

The development of new engines and improvements to current production engines present important growth opportunities. Pratt &
Whitney is under contract with the U.S. Air Force to develop the F135 engine, a derivative of Pratt & Whitney’s F119 engine, to power
the single-engine F-35 Lightning Il aircraft being developed by Lockheed Martin. Pratt & Whitney achieved initial service release for the
conventional take-off and landing/carrier variant and short take-off and vertical landing variant of the F135 engine in February 2010 and
January 2011, respectively. These propulsion system configurations are now certified for production and cleared for flight on the
Lockheed Martin F-35B stealth fighter jet. In addition, Pratt & Whitney is currently developing technology intended to enable it to power
proposed and future aircraft, including the PurePower PW1000G Geared TurboFan engine. The PurePower PW1000G engine targets a
significant reduction in fuel burn and noise levels with lower environmental emissions and operating costs than current production
engines. In 2009, Pratt & Whitney successfully completed ground and flight testing of a demonstrator engine for the PurePower
PW1000G engine. In December 2010, Airbus announced that it will offer the PurePower PW1000G engine as a new engine option to
power its A320neo family of aircraft scheduled to enter into service in 2016. Additionally, PurePower PW1000G engine models have
been selected by Bombardier to power the new CSeries passenger aircraft and by Mitsubishi Heavy Industries to power the new
Mitsubishi Regional Jet (MRJ), scheduled to enter into service in 2013 and 2014, respectively. In 2010, the gas generator core of the
MRJ version of the PurePower PW1000G engine successfully completed over 260 hours of ground testing and the initial production
version of the Bombardier CSeries PurePower PW1000G engine successfully completed over 120 hours of ground testing. Irkut
Corporation of Russia has also selected the PurePower PW1000G engine to power the proposed new Irkut MC-21 passenger aircraft,
which is planned to enter into service in 2016. The success of these aircraft and the PurePower PW1000G engine is dependent upon
many factors including technological challenges, aircraft demand, and regulatory approval. Based on these factors, as well as the level
of success of aircraft program launches by aircraft manufacturers and other conditions, additional investment in the PurePower program
may be required. Pratt & Whitney has also received Federal Aviation Authority (FAA) and European Aviation Safety Agency (EASA)
certification for the Advantage70 upgrade to its PW4000 engine for Airbus A330 aircraft. The Advantage70 upgrade is intended to
reduce maintenance and fuel costs and increase thrust. PWR is developing a liquid fuel J-2X engine to support NASA's vision for space
exploration. PWR is also upgrading the performance of the RS-68 engine to support U.S. Air Force launch requirements and NASA
requirements. P&WC is developing the PW210 engine for Sikorsky’s S-76D helicopter and the PurePower PW800 engine for the new
generation of long-range and heavy business jets. Pratt & Whitney continues to enhance its programs through performance
improvement measures and product base expansion.
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Pratt & Whitney’s products are sold principally to aircraft manufacturers, airlines and other aircraft operators, aircraft leasing
companies, space launch vehicle providers and the U.S. and foreign governments. Pratt & Whitney’s products and services must
adhere to strict regulatory and market-driven safety and performance standards. The frequently changing nature of these standards,
along with the long duration of aircraft engine development, production and support programs, creates uncertainty regarding engine
program profitability. The vast majority of sales are made directly to the end customer and, to a limited extent, through independent
distributors and foreign sales representatives. Sales to Airbus were 12 percent and 11 percent of total Pratt & Whitney segment sales in
2010 and 2009, respectively, before taking into account discounts or financial incentives offered to customers. Sales to the U.S.
government were 32 percent of total Pratt & Whitney segment sales in each of 2010 and 2009.

Sales generated by Pratt & Whitney’s international operations, including U.S. export sales, were 52 percent of total Pratt &
Whitney segment sales in each of 2010 and 2009. At December 31, 2010, Pratt & Whitney’s backlog was $23,533 million, including
$5,059 million of U.S. government-funded contracts and subcontracts. At December 31, 2009, these amounts were $22,614 million and
$4,577 million, respectively. Of the total Pratt & Whitney backlog at December 31, 2010, approximately $7,065 million is expected to be
realized as sales in 2011. Pratt & Whitney’s backlog includes certain contracts for which actual costs may ultimately exceed total sales.
See Note 1 to the Consolidated Financial Statements in our 2010 Annual Report for a description of our accounting for long-term
contracts.

Hamilton Sundstrand

Hamilton Sundstrand is among the world’s leading suppliers of technologically advanced aerospace and industrial products and
aftermarket services for diversified industries worldwide. Hamilton Sundstrand’s aerospace products, such as power generation,
management and distribution systems, flight control systems, engine control systems, environmental control systems, fire protection
and detection systems, auxiliary power units and propeller systems, serve commercial, military, regional, business and general aviation,
as well as military ground vehicle, space and undersea applications. Aftermarket services include spare parts, overhaul and repair,
engineering and technical support and fleet maintenance programs. Hamilton Sundstrand sells aerospace products to airframe
manufacturers, the U.S. and foreign governments, aircraft operators and independent distributors. Sales to the U.S. government were
24 percent and 26 percent of total Hamilton Sundstrand segment sales in 2010 and 2009, respectively.

Hamilton Sundstrand is engaged in development programs for the Boeing 787 aircraft, the Bombardier CSeries aircraft, the
Mitsubishi Regional Jet, the Airbus A350 aircraft, the Irkut MC-21 aircraft, the COMAC C919 aircraft, the Lockheed Martin F-35
Lightning 1l military aircraft and the Airbus A400M military aircraft. Hamilton Sundstrand is also the operations support prime contractor
for NASA'’s space suit/life support system and produces environmental monitoring and control, life support, mechanical systems and
thermal control systems for the U.S. space shuttle program, the international space station and the Orion crew exploration vehicle.

Hamilton Sundstrand’s principal industrial products, such as air compressors, metering pumps and fluid handling equipment,
serve industries involved with chemical and hydrocarbon processing, oil and gas production, water and wastewater treatment and
construction. Hamilton Sundstrand sells these products under the Sullair, Sundyne, Milton Roy and other brand names directly to end
users, and through manufacturer representatives and distributors.

Sales generated by Hamilton Sundstrand’s international operations, including U.S. export sales, were 49 percent and 50 percent
of total Hamilton Sundstrand segment sales in 2010 and 2009, respectively. At December 31, 2010, Hamilton Sundstrand’s backlog
was $5,119 million, including $719 million of U.S. government-funded contracts and subcontracts. At December 31, 2009, these
amounts were $5,077 million and $835 million, respectively. Of the total Hamilton Sundstrand backlog at December 31, 2010,
approximately $2,496 million is expected to be realized as sales in 2011.

Sikorsky

Sikorsky is the world’s largest helicopter company. Sikorsky manufactures military and commercial helicopters and also provides
aftermarket helicopter and aircraft parts and services.

Current major production programs at Sikorsky include the UH-60M Black Hawk medium-transport helicopters and HH-60M
Medevac helicopters for the U.S. and foreign governments, the S-70 Black Hawk for foreign governments, the MH-60S and MH-60R
helicopters for the U.S. Navy, the International Naval Hawk for multiple naval missions, and the S-76 and S-92 helicopters for
commercial operations. The UH-60M helicopter is the latest and most modern in a series of Black Hawk variants that Sikorsky has been
delivering to the U.S. Army since 1978 and requires significant additional assembly hours relative to the previous variants. In December
2007, the U.S. government and Sikorsky signed a five-year multi-service contract for 537 H-60 helicopters to be delivered to the U.S.
Army and U.S. Navy, which include the UH-60M, HH-60M, MH-60S and MH-60R. The contract includes options for an additional 263
aircraft, spare parts, and kits, potentially making it the largest contract in UTC and Sikorsky history. Actual production quantities will be
determined year-by-year over the life of the program based on funding allocations set by Congress and Pentagon acquisition priorities.
The deliveries of the aircraft are scheduled to be made through 2012. Sikorsky is also developing the CH-53K
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next generation heavy lift helicopter for the U.S. Marine Corps and the CH-148 derivative of the H-92 helicopter, a military variant of the
S-92 helicopter, for the Canadian government. The latter is being developed under a fixed-price contract that provides for the
development, production, and 24-year logistical support of 28 helicopters. This is the largest and most expansive fixed-price
development contract in Sikorsky’s history. As previously disclosed, in June 2010 Sikorsky and the Canadian government signed
contract amendments that revised the delivery schedule and contract specifications, and established the requirements for the first six
interim aircraft deliveries to enable initial operational test and evaluation activities prior to the scheduled delivery of final configuration
helicopters starting in June 2012. The amendments also included modifications to the liquidated damages schedule, readjustment of
payment schedules, resolution of open disputes and other program enhancements. Delivery of the interim configuration helicopters was
scheduled to commence in November 2010, but is now expected to begin in the first quarter of 2011.

Sikorsky’s aftermarket business includes spare parts sales, overhaul and repair services, maintenance contracts and logistics
support programs for helicopters and other aircraft. Sales are principally made to the U.S. and foreign governments, and commercial
helicopter operators. Sikorsky is increasingly engaging in logistics support programs and partnering with its government and
commercial customers to manage and provide logistics, maintenance and repair services.

Sales to the U.S. government were 68 percent and 63 percent of total Sikorsky segment sales in 2010 and 2009, respectively.
Sales generated by Sikorsky’s international operations, including U.S. export sales, were 33 percent and 32 percent of total Sikorsky
segment sales in 2010 and 2009, respectively. At December 31, 2010, Sikorsky’s backlog was $9,287 million, including $4,234 million
of U.S. government-funded contracts and subcontracts. At December 31, 2009, these amounts were $10,329 million and $4,957
million, respectively. Of the total Sikorsky backlog at December 31, 2010, approximately $5,421 million is expected to be realized as
sales in 2011.

Other

UTC Power is a world leader in the application of fuel cell technology for stationary and transportation applications. UTC Power
has delivered more than 280 of its 200kW phosphoric acid fuel cell power plants for stationary installations since 1992. UTC Power
ceased production of the 200kW unit in 2009 and began deliveries of its 400kW phosphoric acid fuel cell. This new fuel cell is expected
to have greater durability than any other large stationary fuel cell currently available in the market. UTC Power’s automotive and bus
transportation fuel cell power plants are based on proton exchange membrane (PEM) technology. PureMotion 120 power plants are
currently used in revenue service in transit bus applications in Connecticut, California and Europe. UTC Power is currently developing
PEM fuel cells for submarine applications. In addition, UTC Power is the maker of alkaline-based fuel cells used to provide electricity
and drinking water to the U.S. space shuttle.

Although fuel cells are generally believed to be superior to conventional power generation technologies in terms of total system
efficiency and environmental characteristics, the technology is still in either early commercialization or the development stage.
Continued technology advancement and cost reduction are required to achieve wide-scale market acceptance. Government support is
needed to fully commercialize fuel cell technology. There is still significant uncertainty as to whether and when commercially viable fuel
cells will be produced.

In January 2010, we acquired a 49.5% equity stake in Clipper Windpower Plc (Clipper), a California-based wind turbine
manufacturer. In December 2010, we completed the acquisition of all of the remaining shares of Clipper. This investment is intended to
expand our power generation portfolio and allow us to enter the wind power market by leveraging our expertise in blade technology,
turbines and gearbox design.

The results of UTC Power and Clipper are included in the “Eliminations and other” category in the segment financial data in Note
18 to the Consolidated Financial Statements in our 2010 Annual Report.

Other Matters Relating to Our Business as a Whole

Competition and Other Factors Affecting Our Busines ses

As worldwide businesses, our operations can be affected by a variety of economic and other factors, including those described in
this section, in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in our 2010 Annual
Report, in Item 1, “Cautionary Note Concerning Factors That May Affect Future Results,” and in Iltem 1A, “Risk Factors” in this Form 10-
K. Each business unit is subject to significant competition from a large number of companies in the United States and other countries,
and each competes on the basis of price, delivery schedule, product performance and service.

Our aerospace businesses are subject to substantial competition from domestic manufacturers, foreign manufacturers (whose
governments sometimes provide research and development assistance, marketing subsidies and other assistance for their national
commercial products) and companies that obtain regulatory agency approval to manufacture spare parts. In particular, Pratt &
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Whitney experiences intense competition for new commercial airframe/engine combinations. Engine suppliers may offer substantial
discounts and other financial incentives, performance and operating cost guarantees, participation in financing arrangements and
maintenance agreements. For information regarding customer financing commitments, participation in guarantees of customer
financing arrangements and performance and operating cost guarantees, see Notes 4, 14 and 15 to the Consolidated Financial
Statements in our 2010 Annual Report. Customer selections of engines and components can also have a significant impact on later
sales of parts and services. In addition, the U.S. government’s and other governments’ policies of purchasing parts from suppliers other
than the original equipment manufacturer affect military spare parts sales. Significant elements of our aerospace businesses, such as
spare parts sales for engines and aircraft in service, have short lead times. Therefore, backlog information may not be indicative of
future demand. Pratt & Whitney’s major competitors in the sale of engines are GE Aviation, Rolls-Royce, Honeywell and Turbomeca.

Research and Development

Since changes in technology can have a significant impact on our operations and competitive position, we spend substantial
amounts of our own funds on research and development. These expenditures, which are charged to expense as incurred, were $1,746
million or 3.2 percent of total sales in 2010, as compared with $1,558 million or 3.0 percent of total sales in 2009 and $1,771 million or
3.0 percent of total sales in 2008. We also perform research and development work under contracts funded by the U.S. government
and other customers. This contract research and development, which is performed principally in the Pratt & Whitney segment and to a
lesser extent in the Hamilton Sundstrand and Sikorsky segments, amounted to $1,951 million in 2010, as compared to $2,124 million in
2009 and $2,101 million in 2008. These contract research and development costs include amounts that are expensed as incurred,
through cost of products sold, and amounts that are capitalized into inventory to be subsequently recovered through production aircraft
shipments. Of the total contract research and development costs, $1,890 million, $2,095 million and $2,008 million were expensed in
2010, 2009 and 2008, respectively. The remaining costs have been capitalized.

U.S. Government Contracts

U.S. government contracts are subject to termination by the government, either for the convenience of the government or for
default as a result of our failure to perform under the applicable contract. In the case of a termination for convenience, we would
normally be entitled to reimbursement for our allowable costs incurred, plus termination costs and a reasonable profit. If terminated by
the government as a result of our default, we could be liable for additional costs the government incurs in acquiring undelivered goods
or services from another source and any other damages it suffers. Most of our U.S. government sales are made under fixed-price type
contracts, while approximately $2,961 million or 5.5 percent of our total sales for 2010 were made under cost-reimbursement type
contracts.

Our contracts with the U.S. government are also subject to audits. Like many defense contractors, we have received audit reports
from the U.S. government which recommend that we reduce certain contract prices because cost or pricing data we submitted in
negotiation of the contract prices or cost accounting practices may not have conformed to government regulations. Some of these audit
reports have recommended substantial reductions. We have made voluntary refunds in those cases we believe appropriate, have
settled some allegations and continue to litigate certain cases. For further discussion of risks related to government contracting, see the
discussion in Item 1A, “Risk Factors” and Iltem 3, “Legal Proceedings,” in this Form 10-K and Note 17 to the Consolidated Financial
Statements in our 2010 Annual Report for further discussion.

Compliance with Environmental and Other Government Regulations

Our operations are subject to and affected by environmental regulation by federal, state and local authorities in the United States
and regulatory authorities with jurisdiction over our foreign operations. We have incurred and will likely continue to incur liabilities under
various government statutes for the cleanup of pollutants previously released into the environment. We do not anticipate that
compliance with current provisions relating to the protection of the environment or that any payments we may be required to make for
cleanup liabilities will have a material adverse effect upon our cash flows, competitive position, financial condition or results of
operations. Environmental matters are further addressed in “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” and Notes 1 and 17 to the Consolidated Financial Statements in our 2010 Annual Report.

Most of the U.S. laws governing environmental matters include criminal provisions. If we were convicted of a violation of the
federal Clean Air Act or Clean Water Act, the facility or facilities involved in the violation would be ineligible to be used in performing any
U.S. government contract we are awarded until the Environmental Protection Agency thereafter certifies that the condition giving rise to
the violation had been corrected.

In addition, we could be affected by future laws or regulations imposed in response to concerns over climate change. Changes in
climate change concerns, or in the regulation of such concerns, including greenhouse gas emissions, could subject us to additional
costs and restrictions, including compliance costs and increased energy and raw materials costs.
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We conduct our businesses through subsidiaries and affiliates worldwide. Changes in legislation or government policies can affect
our worldwide operations. For example, governmental regulation of refrigerants and energy efficiency standards, elevator safety codes
and fire safety regulations are important to the businesses of Carrier, Otis and UTC Fire & Security, respectively, while government
safety and performance regulations, restrictions on aircraft engine noise and emissions and government procurement practices can
impact our aerospace businesses.

Intellectual Property and Raw Materials and Supplie s

We maintain a portfolio of patents, trademarks, licenses and franchises related to our businesses. While this portfolio is
cumulatively important to our business, we do not believe that the loss of any one or group of related patents, trademarks, licenses or
franchises would have a material adverse effect on our cash flows, competitive position, financial condition or results of operations.

We believe we have adequate sources for our purchases of materials, components, services and supplies used in our
manufacturing. We work continuously with our supply base to ensure an adequate source of supply and to reduce costs. We pursue
cost reductions through a number of mechanisms, including consolidating our purchases, reducing the number of suppliers, strategic
global sourcing and using bidding competitions among potential suppliers. In some instances, we depend upon a single source of
supply or participate in commodity markets that may be subject to allocations of limited supplies by suppliers. Like other users in the
United States, we are largely dependent upon foreign sources for certain raw materials requirements such as cobalt (Finland, Norway,
Russia and Canada), tantalum (Australia and Canada), chromium (South Africa, Kazakhstan, Zimbabwe and Russia) and rhenium
(Chile, Kazakhstan and Germany). We have a number of ongoing programs to manage this dependence and the accompanying risk,
including long-term agreements and the conservation of materials through scrap reclamation and new manufacturing processes. We
believe that our supply management practices are based on an appropriate balancing of the foreseeable risks and the costs of
alternative practices. Although recent high prices for some raw materials important to some of our businesses (for example, steel,
copper, aluminum, titanium and nickel) have caused margin and cost pressures, we do not foresee near term unavailability of materials,
components or supplies that would have a material adverse effect on our cash flows, competitive position, financial condition or results
of operations. For further discussion of the possible effects of the cost and availability of raw materials on our business, see Item 1A,
“Risk Factors” in this Form 10-K.

Employees and Employee Relations

At December 31, 2010, our total number of employees was approximately 208,200, approximately 65 percent of which represents
employees based outside the United States. The number of employees increased in 2010, as compared to 2009, reflecting the impact
of acquisitions across the company, most notably the 2010 acquisition of the GE Security business, which we are in the process of
integrating within the UTC Fire & Security segment. The increase in the number of employees in 2010 associated with acquisition
activity was partially offset by headcount reductions associated with initiated restructuring actions. During 2010, we renegotiated eight
domestic multi-year collective bargaining agreements, the largest of which covered certain workers at Pratt & Whitney, Hamilton
Sundstrand and Sikorsky. In 2011, numerous collective bargaining agreements are subject to renegotiation, the largest of which cover
certain workers at Carrier. Although some previous contract renegotiations have had a significant impact on our financial condition or
results of operations, particularly at Sikorsky, we do not anticipate that the renegotiation of these contracts will have a material adverse
effect on our cash flows, competitive position, financial condition or results of operations. For discussion of the effects of our
restructuring actions on employment, see Item 1A, “Risk Factors” and Item 3, “Legal Proceedings” in this Form 10-K and under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and Note 12 to the Consolidated Financial
Statements in our 2010 Annual Report.

For a discussion of other matters which may affect our cash flows, competitive position, financial condition or results of operations,
including the risks of our international operations, see the further discussion under the headings “General” and “Description of Business
by Segment” in this section, ltem 1A, “Risk Factors” in this Form 10-K, and under “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in our 2010 Annual Report.

Cautionary Note Concerning Factors That May Affect Future Results

This Form 10-K contains statements which, to the extent they are not statements of historical or present fact, constitute “forward-
looking statements” under the securities laws. From time to time, oral or written forward-looking statements may also be included in
other materials released to the public. These forward-looking statements are intended to provide management’s current expectations or
plans for our future operating and financial performance, based on assumptions currently believed to be valid. Forward-looking
statements can be identified by the use of words such as “believe,” “expect,” “plans,” “strategy,” “prospects,” “estimate,” “project,”
“target,” “anticipate,” “will,” “should,” “see,” “guidance” and other words of similar meaning in connection with a discussion of future
operating or financial performance. These include, among others, statements relating to:

. future sales, earnings, cash flow, results of operations, uses of cash and other measures of financial performance;

9



Table of Contents

. the effect of economic conditions in the markets in which we operate and in the United States and globally and any changes
therein, including financial market conditions, fluctuations in commaodity prices, interest rates and foreign currency exchange
rates, levels of end market demand in construction and in both the commercial and defense segments of the aerospace
industry, levels of air travel, financial difficulties (including bankruptcy) of commercial airlines, the impact of weather
conditions and the financial condition of our customers and suppliers;

. delays and disruption in delivery of materials and services from suppliers;
. new business opportunities;
. cost reduction efforts and restructuring costs and savings and other consequences thereof;

. the scope, nature or impact of acquisition and divestiture activity, including integration of acquired businesses into our
existing businesses;

. the development, production, delivery, support, performance and anticipated benefits of advanced technologies and new
products and services;

. the anticipated benefits of diversification and balance of operations across product lines, regions and industries;
. the impact of the negotiation of collective bargaining agreements and labor disputes;

. the outcome of legal proceedings and other contingencies;

. future repurchases of our common stock;

. future levels of indebtedness and capital and research and development spending;

. future availability of credit;

. pension plan assumptions and future contributions; and

. the effect of changes in tax, environmental and other laws and regulations in the United States and other countries in which
we operate.

All forward-looking statements involve risks and uncertainties that may cause actual results to differ materially from those
expressed or implied in the forward-looking statements. This Form 10-K includes important information as to factors that may cause
actual results to vary materially from those stated in the forward-looking statements. See the “Notes to Consolidated Financial
Statements” under the heading “Contingent Liabilities,” the section titled “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” under the headings “Business Overview,” “Critical Accounting Estimates,” “Results of Operations,” and
“Liquidity and Financial Condition,” and the section titled “Risk Factors.” This Form 10-K also includes important information as to these
risk factors in the “Business” section under the headings “General,” “Description of Business by Segment” and “Other Matters Relating
to Our Business as a Whole,” and in the “Legal Proceedings” section. Additional important information as to these factors is included in
our 2010 Annual Report in the section titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
under the headings “Environmental Matters” and “Restructuring and Other Costs.” For additional information identifying factors that may
cause actual results to vary materially from those stated in the forward-looking statements, see our reports on Forms 10-K, 10-Q and 8-
K filed with the SEC from time to time.

ltem 1A. Risk Factors

Our business, financial condition, operating results and cash flows can be impacted by a number of factors, including, but not
limited to, those set forth below, any one of which could cause our actual results to vary materially from recent results or from our
anticipated future results. For a discussion identifying additional risk factors and important factors that could cause actual results to
differ materially from those anticipated, see the discussion in the “Business” section under the headings “Other Matters Relating to Our
Business as a Whole” and “Cautionary Note Concerning Factors That May Affect Future Results” in this Form 10-K and in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Notes to Consolidated Financial
Statements” in our 2010 Annual Report.

Our Global Growth Is Subject to a Number of Economic Risks

The global economy, which experienced a significant downturn throughout 2008 and 2009, including widespread recessionary
conditions, record levels of unemployment, significant distress of financial institutions, extreme volatility in security prices, severely
diminished liquidity and credit availability, rating downgrades of certain investments and declining valuations of others, began showing
signs of gradual improvement in 2010. However, while some economic indicators trended positively, the overall rate of global recovery
experienced during the course of 2010 has been uneven and uncertainty continues to exist over the stability of the recovery. Global
gross domestic product growth in 2010 was led by emerging markets. In the developed economies, particularly in Europe, where the
recovery is sluggish, the unwinding of fiscal stimuli and lingering high unemployment have encouraged the use of expansionary
monetary policies to sustain economic recoveries. Although consumer confidence in the U.S. has improved since the economic
downturn, it still remains low, while unemployment remains high and the housing market remains depressed. There can be
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no assurance that any of the recent economic improvements will be broad based and sustainable, or that they will enhance conditions
in markets relevant to us. Further, there can be no assurance that we will not experience further adverse effects that may be material to
our cash flows, competitive position, financial condition, results of operations, or our ability to access capital. While these economic
developments have not impaired our ability to access credit markets and finance our operations to date, there can be no assurance that
there will not be a further deterioration in financial markets and confidence in major economies. These economic developments affect
businesses such as ours in a number of ways. The tightening of credit in financial markets adversely affects the ability of our customers
and suppliers to obtain financing for significant purchases and operations and could result in a decrease in or cancellation of orders for
our products and services as well as impact the ability of our customers to make payments. Similarly, this tightening of credit may
adversely affect our supplier base and increase the potential for one or more of our suppliers to experience financial distress or
bankruptcy. Our global business is also adversely affected by decreases in the general level of economic activity, such as decreases in
business and consumer spending, air travel, construction activity, the financial strength of airline customers and business jet operators,
and government procurement. Strengthening of the rate of exchange for the U.S. Dollar against certain major currencies such as the
Euro, the Canadian Dollar and other currencies also adversely affects our results.

Our Financial Performance Is Dependent on the Conditions of the Construction and Aerospace Industries

The results of our commercial and industrial businesses, which generated approximately 57% of our consolidated net sales in
2010, are influenced by a number of external factors including fluctuations in residential and commercial construction activity, regulatory
changes, interest rates, labor costs, foreign currency exchange rates, customer attrition, raw material and energy costs, the tightening
of the U.S. credit markets and other global and political factors. A slowdown in building and remodeling activity can adversely impact
Carrier’s business. In addition to these factors, Carrier’s financial performance can also be influenced by production and utilization of
transport equipment and, in its residential business, weather conditions.

The results of our commercial and military aerospace businesses, which generated approximately 43% of our consolidated net
sales in 2010, are directly tied to the economic conditions in the commercial aviation and defense industries, which are cyclical in
nature. Although the operating environment currently faced by commercial airlines has shown signs of gradual improvement in 2010,
uncertainty continues to exist. As a result, financial difficulties, including bankruptcy, of one or more of the major commercial airlines
could result in significant cancellations of orders, reductions in our aerospace sales and losses under existing contracts. In addition,
capital spending and demand for aircraft engine and component aftermarket parts and service by commercial airlines, aircraft operators
and aircraft manufacturers are influenced by a wide variety of factors, including current and predicted traffic levels, load factors, aircraft
fuel pricing, labor issues, worldwide airline profits, airline consolidation, competition, the retirement of older aircraft, regulatory changes,
terrorism and related safety concerns, general economic conditions, corporate profitability, and backlog levels, all of which could reduce
both the demand for air travel and the aftermarket sales and margins of our aerospace businesses. Future terrorist actions or pandemic
health issues could dramatically reduce both the demand for air travel and our aerospace businesses aftermarket sales and margins.
Also, since a substantial portion of the backlog for commercial aerospace customers is scheduled for delivery beyond 2011, changes in
economic conditions may cause customers to request that firm orders be rescheduled or canceled. At times, our aerospace businesses
also enter into firm fixed-price development contracts, which may require us to bear cost overruns related to unforeseen technical and
design challenges that arise during the development stage of the program. In addition, our aerospace businesses face intense
competition from domestic and foreign manufacturers of new equipment and spare parts. The defense industry is also affected by a
changing global political environment, continued pressure on U.S. and global defense spending and U.S. foreign policy and the level of
activity in military flight operations. Spare parts sales and aftermarket service trends are affected by similar factors, including usage,
pricing, technological improvements, regulatory changes and the retirement of older aircraft. Furthermore, because of the lengthy
research and development cycle involved in bringing products in these business segments to market, we cannot predict the economic
conditions that will exist when any new product is complete. A reduction in capital spending in the commercial aviation or defense
industries could have a significant effect on the demand for our products, which could have a material adverse effect on our cash flows,
competitive position, financial condition or results of operations.

Our Business May Be Affected by Government Contracting Risks

U.S. government contracts are subject to termination by the government, either for the convenience of the government or for
default as a result of our failure to perform under the applicable contract. If terminated by the government as a result of our default, we
could be liable for additional costs the government incurs in acquiring undelivered goods or services from another source and any other
damages it suffers. We are now, and believe that in light of the current U.S. government contracting environment we will continue to be,
the subject of one or more U.S. government investigations relating to certain of our U.S. government contracts. If we or one of our
business units were charged with wrongdoing as a result of any U.S. government investigation (including violation of certain
environmental or export laws), the U.S. government could suspend us from bidding on or receiving awards of new U.S. government
contracts pending the completion of legal proceedings. If convicted or found liable, the U.S. government could subject us to fines,
penalties, repayments and treble and other damages. The U.S. government could void any contracts found to be tainted by fraud. The
U.S. government also reserves the right to debar a contractor from receiving new government contracts for fraudulent, criminal or other
seriously improper conduct. Debarment generally does not exceed three years. Independently, failure to comply with U.S. laws and
regulations related to the export of goods and technology outside the United States could result in civil or criminal penalties and
suspension or termination of our export privileges. In addition, we are also sensitive to U.S. military budgets, which may fluctuate to
reflect the policies of a new administration or Congress.

11



Table of Contents

Our International Operations Subject Us to Economic Risk As Our Results of Operations May Be Adversely Affected by
Changes in Foreign Currency Fluctuations, Economic Conditions and Changes in Local Government Regulation

We conduct our business on a global basis, with approximately 60% of our total 2010 segment sales derived from international
operations, including U.S. export sales. Changes in local and regional economic conditions, including fluctuations in exchange rates,
may affect product demand and reported profits in our non-U.S. operations (primarily the commercial businesses) where transactions
are generally denominated in local currencies. In addition, currency fluctuations may affect the prices we pay suppliers for materials
used in our products. As a result, our operating margins may also be negatively impacted by worldwide currency fluctuations that result
in higher costs for certain cross border transactions. Our financial statements are denominated in U.S. dollars. Accordingly, fluctuations
in exchange rates may also give rise to translation gains or losses when financial statements of non-U.S. operating units are translated
into U.S. dollars. Given that the majority of our sales are non-U.S. based, a strengthening of the U.S. dollar against other major foreign
currencies could adversely affect our results of operations.

The majority of sales in the aerospace businesses are transacted in U.S. dollars, consistent with established industry practice,
while the majority of costs at locations outside the United States are incurred in the applicable local currency (principally the Euro and
the Canadian dollar). For operating units with U.S. dollar sales and local currency costs, there is a foreign currency exposure that could
impact our results of operations depending on market changes in the exchange rate of the U.S. dollar against the applicable foreign
currencies. To manage certain exposures, we employ long-term hedging strategies associated with U.S. dollar sales. See Note 1 and
Note 13 to the Consolidated Financial Statements in our 2010 Annual Report for a discussion of our hedging strategies.

Our international sales and operations are subject to risks associated with changes in local government laws, regulations and
policies, including those related to tariffs and trade barriers, investments, taxation, exchange controls, capital controls, employment
regulations, and repatriation of earnings. Our international sales and operations are also sensitive to changes in foreign national
priorities, including government budgets, as well as to political and economic instability. International transactions may involve
increased financial and legal risks due to differing legal systems and customs in foreign countries. For example, as a condition of sale
or award of a contract, some international customers require us to agree to offset arrangements, which may include in-country
purchases, manufacturing and financial support arrangements. The contract may provide for penalties in the event we fail to perform in
accordance with the offset requirements.

In addition, as part of our globalization strategy, we have invested in certain countries, including Argentina, Brazil, China, India,
Mexico, Russia, South Africa and countries in the Middle East, that carry high levels of currency, political and economic risk. We expect
that sales to emerging markets will continue to account for a significant portion of our sales as our business evolves and as these and
other developing nations and regions around the world increase their demand for our products. Emerging market operations can
present many risks, including civil disturbances, health concerns, cultural differences, such as employment and business practices,
volatility in gross domestic product, economic and government instability, and the imposition of exchange controls and capital controls.
While these factors and their impact are difficult to predict, any one or more of them could have a material adverse effect on our cash
flows, competitive position, financial condition or results of operations.

We Use a Variety of Raw Materials, Supplier-Provided Parts, Components, Sub-Systems and Third Party Contract
Manufacturing Services in Our Businesses, and Significant Shortages, Supplier Capacity Constraints, Supplier Production
Disruptions or Price Increases Could Increase Our Operating Costs and Adversely Impact the Competitive Positions of Our
Products

Our reliance on suppliers, third party contract manufacturing and commodity markets to secure raw materials, parts, components
and sub-systems used in our products exposes us to volatility in the prices and availability of these materials. In many instances, we
depend upon a single source of supply, manufacturing or assembly or participate in commaodity markets that may be subject to
allocations of limited supplies by suppliers. A disruption in deliveries from our suppliers or third party contract manufacturers, supplier
capacity constraints, supplier and third party contract manufacturer production disruptions, closing or bankruptcy of our suppliers, price
increases, or decreased availability of raw materials or commodities, could have a material adverse effect on our ability to meet our
commitments to customers or increase our operating costs. We believe that our supply management and production practices are
based on an appropriate balancing of the foreseeable risks and the costs of alternative practices. Nonetheless, price increases, supplier
capacity constraints, supplier production disruptions or the unavailability of some raw materials may have a material adverse effect on
our cash flows, competitive position, financial condition or results of operations.
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We Engage in Acquisitions and Divestitures, and May Encounter Difficulties Integrating Acquired Businesses with, or
Disposing of Divested Businesses from, Our Current Operations; Therefore, We May Not Realize the Anticipated Benefits of
these Acquisitions and Divestitures

We seek to grow through strategic acquisitions, in addition to internal growth. In the past several years, we have made various
acquisitions and have entered into joint venture arrangements intended to complement and expand our businesses, and may continue
to do so in the future. The success of these transactions will depend on our ability to integrate assets and personnel acquired in
connection with these transactions, apply our internal controls processes to these acquired businesses, and cooperate with our
strategic partners. However, our due diligence reviews may not identify all of the material issues necessary to accurately estimate the
cost and potential loss contingencies of a particular transaction, including potential exposure to regulatory sanctions resulting from an
acquisition target’s previous activities. We may incur unanticipated costs or expenses, including post-closing asset impairment charges,
expenses associated with eliminating duplicate facilities, litigation, and other liabilities. We also may encounter difficulties in integrating
acquisitions with our operations, applying our internal controls processes to these acquisitions, or in managing strategic investments.
Additionally, we may not realize the degree or timing of benefits we anticipate when we first enter into a transaction. Any of the
foregoing could adversely affect our business and results of operations. In addition, accounting requirements relating to business
combinations, including the requirement to expense certain acquisition costs as incurred, may cause us to incur greater earnings
volatility and generally lower earnings during periods in which we acquire new businesses. Furthermore, we make strategic divestitures
from time to time. These divestitures may result in continued financial involvement in the divested businesses, such as through
guarantees or other financial arrangements, following the transaction. Under these arrangements, nonperformance by those divested
businesses could result in obligations imposed on us and could affect our future financial results.

We Design, Manufacture and Service Products that Incorporate Advanced Technologies; The Introduction of New Products
and Technologies Involves Risks and We May Not Realize the Degree or Timing of Benefits Initially Anticipated

We seek to achieve growth through the design, development, production, sale and support of innovative products that incorporate
advanced technologies. The product, program and service needs of our customers change and evolve regularly, and we invest
substantial amounts in research and development efforts that pursue advancements in a wide range of technologies, products and
services. Our ability to realize the anticipated benefits of these advancements depends on a variety of factors, including meeting
development, production, certification and regulatory approval schedules; execution of internal and external performance plans;
availability of supplier- and internally-produced parts and materials; performance of suppliers and subcontractors; hiring and training of
qualified personnel; achieving cost and production efficiencies; identification of emerging technological trends in our target end-markets;
validation of innovative technologies; the level of customer interest in new technologies and products, and customer acceptance of our
products and products that incorporate technologies we develop. These factors involve significant risks and uncertainties. Any
development efforts divert resources from other potential investments in our businesses, and these efforts may not lead to the
development of new technologies or products on a timely basis or meet the needs of our customers as fully as competitive offerings. In
addition, the markets for our products or products that incorporate our technologies may not develop or grow as we currently anticipate.
We or our suppliers and subcontractors may encounter difficulties in developing and producing these new products and services, and
may not realize the degree or timing of benefits initially anticipated. Due to the design complexity of our products, we may in the future
experience delays in completing the development and introduction of new products. Any delays could result in increased development
costs or deflect resources from other projects. In particular, we cannot predict with certainty whether, when and in what quantities our
aerospace businesses will produce and sell aircraft engines, helicopters, aircraft systems and components and other products currently
in development or pending required certifications. Our contracts are typically awarded on a competitive basis. Our bids are based upon,
among other items, the cost to provide the services. To generate an acceptable return on our investment in these contracts we must be
able to accurately estimate our costs to provide the services required by the contract and to be able to complete the contracts in a
timely manner. If we fail to accurately estimate our costs or the time required to complete a contract, the profitability of our contracts
may be materially and adversely affected. Some of our contracts provide for liquidated damages in the event that we are unable to
perform and deliver in accordance with the contractual specifications and schedule. Furthermore, we cannot be sure that our
competitors will not develop competing technologies which gain market acceptance in advance of our products. The possibility exists
that our competitors might develop new technology or offerings that might cause our existing technology and offerings to become
obsolete. Any of the foregoing could have a material adverse affect on our cash flows, competitive position, financial condition or results
of operations.

We Are Subject to Litigation, Tax, Environmental and Other Legal Compliance Risks

We are subject to a variety of litigation, tax and legal compliance risks. These risks include, among other things, possible liability
relating to product liability matters, personal injuries, intellectual property rights, government contracts, taxes, environmental matters
and compliance with U.S. and foreign export laws, competition laws and laws governing improper business practices. We or one of our
business units could be charged with wrongdoing as a result of such matters. If convicted or found liable, we could be subject to
significant fines, penalties, repayments, other damages (in certain cases, treble damages), or suspension or debarment from
government contracts. Independently, failure of us or one of our business units to comply with applicable export and trade practice laws
could result in civil or criminal penalties and suspension or termination of export privileges. As a global business, we are subject to
complex laws and regulations in the U.S. and other countries in which we operate. Those laws and regulations may be interpreted in
different ways. They may also change from time to time, as may related interpretations and other guidance. Changes in laws or
regulations could result in higher expenses and payments, and uncertainty relating to laws or regulations may also affect how we
conduct our operations and structure our investments and could limit our ability to enforce our rights. Changes in environmental and
climate change laws or regulations, including laws relating to greenhouse gas emissions, could lead to new or additional investment in
product designs and could increase environmental compliance expenditures. Changes in climate change concerns, or in the regulation



of such concerns, including greenhouse gas emissions, could subject us to additional costs and restrictions, including increased
energy and raw materials costs.
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In the area of taxes, changes in tax laws and regulations, as well as changes in related interpretations and other tax guidance
could materially impact our tax receivables and liabilities and our deferred tax assets and deferred tax liabilities. Additionally, in the
ordinary course of business we are subject to examinations by various authorities, including tax authorities. In addition to ongoing
investigations, there could be additional investigations launched in the future by governmental authorities in various jurisdictions and
existing investigations could be expanded. The global and diverse nature of our operations means that these risks will continue to exist
and additional legal proceedings and contingencies will arise from time to time. Our results may be affected by the outcome of legal
proceedings and other contingencies that cannot be predicted with certainty.

For non-income tax risks, we estimate material loss contingencies and establish reserves as required by generally accepted
accounting principles based on our assessment of contingencies where liability is deemed probable and reasonably estimable in light of
the facts and circumstances known to us at a particular point in time. Subsequent developments in legal proceedings may affect our
assessment and estimates of the loss contingency recorded as a liability or as a reserve against assets in our financial statements and
could result in an adverse effect on our results of operations in the period in which a liability would be recognized or cash flows for the
period in which damages would be paid. For a description of current legal proceedings, see Part I, Item 3 “Legal Proceedings,” in this
Form 10-K. For income tax risks, we recognize tax benefits based on our assessment that a tax benefit has a greater than 50%
likelihood of being sustained upon ultimate settlement with the applicable taxing authority that has full knowledge of all relevant facts.
For those income tax positions where we assess that there is not a greater than 50% likelihood that such tax benefits will be sustained,
we do not recognize a tax benefit in our financial statements. Subsequent events may cause us to change our assessment of the
likelihood of sustaining a previously-recognized benefit which could result in a material adverse effect on our financial condition or
results of operations in the period in which such event occurs or on our cash flows in the period in which the ultimate settlement with the
applicable taxing authority occurs.

We May Be Unable to Realize Expected Benefits From Our Cost Reduction and Restructuring Efforts and Our Profitability May
Be Hurt or Our Business Otherwise Might Be Adversely Affected

In order to operate more efficiently and control costs, we announce from time to time restructuring plans, which include workforce
reductions as well as global facility consolidations and other cost reduction initiatives. These plans are intended to generate operating
expense savings through direct and indirect overhead expense reductions as well as other savings. We may undertake further
workforce reductions or restructuring actions in the future. These types of cost reduction and restructuring activities are complex. If we
do not successfully manage our current restructuring activities, or any other restructuring activities that we may undertake in the future,
expected efficiencies and benefits might be delayed or not realized, and our operations and business could be disrupted. Risks
associated with these actions and other workforce management issues include delays in implementation of anticipated workforce
reductions, additional unexpected costs, changes in restructuring plans that increase or decrease the number of employees affected,
adverse effects on employee morale and the failure to meet operational targets due to the loss of employees, any of which may impair
our ability to achieve anticipated costs reductions or may otherwise harm our business, which could have a material adverse effect on
our cash flows, competitive position, financial condition or results of operations.

We Depend On Our Intellectual Property, and Infringement or Failure to Protect Intellectual Property Could Adversely Affect
Our Future Growth and Success

We rely on a combination of patents, trademarks, copyrights, trade secrets and nondisclosure agreements to protect our
proprietary intellectual property. Our efforts to protect our intellectual property and proprietary rights may not be sufficient. We cannot
be sure that our pending patent applications will result in the issuance of patents to us, that patents issued to or licensed by us in the
past or in the future will not be challenged or circumvented by competitors, or that these patents will be found to be valid or sufficiently
broad to preclude our competitors from introducing technologies similar to those covered by our patents and patent applications. In
addition, our ability to enforce and protect our intellectual property rights may be limited in certain countries outside the United States,
which could make it easier for competitors to capture market position in such countries by utilizing technologies that are similar to those
developed or licensed by us.

Any of these events or factors could diminish or cause us to lose the competitive advantages associated with our intellectual
property, subject us to judgments, penalties and significant litigation costs, and/or temporarily or permanently disrupt our sales and
marketing of the affected products or services.

ltem 1B. Unresolved Staff Comments
None.
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Item 2. Properties
Number of Facilities - Owned
UTC Fire & Pratt & Hamilton
Location Otis_ Carrier Security Whitney Sundstrand Sikorsky Other Total
Manufacturing:
North America — 8 5 36 20 6 — 75
Europe & Middle East 7 7 7 3 17 1 — 42
Asia 4 1 — 6 2 1 — 14
Emerging Markets* 12 17 5 8 11 — — 53
_23 33 17 53 50 8 — 184
Non-Manufacturing:
North America 4 7 4 28 4 2 11 60
Europe & Middle East 15 12 4 — 1 — — 32
Asia 1 2 5 1 — — — 9
Emerging Markets* _ 4 9 4 2 — — — 19
_24 30 17 31 5 2 11 120
Number of Facilities - Leased
UTC Fire & Pratt & Hamilton
Location Otis_ Carrier Security Whitney Sundstrand Sikorsky Other Total
Manufacturing:
North America 1 3 6 20 9 19 3 61
Europe & Middle East 1 1 12 1 13 1 1 30
Asia — 1 — 4 2 — — 7
Emerging Markets* _ 3 1 13 — 5 — — 22
_ 5 6 31 25 29 20 4 120
Non-Manufacturing:
North America 3 33 18 12 3 7 7 83
Europe & Middle East 10 21 13 — — — — 44
Asia 3 3 7 1 — — — 14
Emerging Markets* _ 6 5 4 — — — — 15
_22 62 42 13 3 7 7 156

* For purposes of this table, emerging markets is based on the countries included in the MSCI Emerging Markets Index sM,

Our fixed assets as of December 31, 2010 include manufacturing facilities and non-manufacturing facilities such as warehouses
set forth in the tables above and a substantial quantity of machinery and equipment, most of which are general purpose machinery and
equipment using special jigs, tools and fixtures and in many instances having automatic control features and special adaptations. The
facilities, warehouses, machinery and equipment in use as of December 31, 2010 are in good operating condition, are well-maintained
and substantially all are in regular use.

Item 3. Legal Proceedings

As previously disclosed, the Department of Justice (DOJ) sued us in 1999 in the U.S. District Court for the Southern District of
Ohio, claiming that Pratt & Whitney violated the civil False Claims Act and common law. This lawsuit relates to the “Fighter Engine
Competition” between Pratt & Whitney’s F100 engine and General Electric’'s F110 engine. The DOJ alleges that the government
overpaid for F100 engines under contracts awarded by the U.S. Air Force in fiscal years 1985 through 1990 because Pratt & Whitney
inflated its estimated costs for some purchased parts and withheld data that would have revealed the overstatements. At trial of this
matter, completed in December 2004, the government claimed Pratt & Whitney’s liability to be $624 million. On August 1, 2008, the trial
court judge held that the Air Force had not suffered any actual damages because Pratt & Whitney had made significant price
concessions. However, the trial court judge found that Pratt & Whitney violated the False Claims Act due to inaccurate statements
contained in its 1983 offer. In the absence of actual damages, the trial court judge awarded the DOJ the maximum civil penalty of
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$7.09 million, or $10,000 for each of the 709 invoices Pratt & Whitney submitted in 1989 and later under the contracts. In September
2008, both the DOJ and UTC appealed the decision to the Sixth Circuit Court of Appeals. In November 2010, the Sixth Circuit affirmed
Pratt & Whitney'’s liability under the False Claims Act and remanded the case to the U.S. District Court for further proceedings on the
question of damages. Should the government ultimately prevail, the outcome of this matter could result in a material adverse effect on
our results of operations in the period in which a liability would be recognized or cash flows for the period in which damages would be
paid.

As previously disclosed, on February 21, 2007, the European Commission’s Competition Directorate (EU Commission) ruled that
Otis’ subsidiaries in Belgium, Luxembourg and the Netherlands, and a portion of the business of Otis’ German subsidiary, violated
European Union (EU) competition rules and assessed a € 225 million (approximately $300 million) civil fine against Otis, its relevant
local entities, and UTC, which was paid during 2007. In May 2007, we filed an appeal of the decision before the General Court of the
European Court of Justice. A decision on the appeal is expected within the next twelve months. Depending upon the outcome, a further
appeal by either party to the European Court of Justice is possible.

As previously disclosed, in December 2008, the Department of Defense (DOD) issued a contract claim against Sikorsky to recover
overpayments the DOD alleges it has incurred since January 2003 in connection with cost accounting changes approved by the DOD
and implemented by Sikorsky in 1999 and 2006. These changes relate to the calculation of material overhead rates in government
contracts. The DOD claims that Sikorsky’s liability is approximately $88 million (including interest through December 2010). We believe
this claim is without merit, and Sikorsky filed an appeal in December 2009 with the U.S. Court of Federal Claims, which is pending.

As previously disclosed, in September 2009, Pratt & Whitney announced plans to close a repair facility in East Hartford,
Connecticut by the second quarter of 2010 and an engine overhaul facility in Cheshire, Connecticut by early 2011. The International
Association of Machinists (IAM) subsequently filed a lawsuit in the U.S. District Court for the District of Connecticut in Hartford,
Connecticut alleging that Pratt & Whitney’s decision to close these facilities and transfer certain work to facilities outside Connecticut
breached the terms of its collective bargaining agreement with the IAM and seeking to enjoin Pratt & Whitney from moving the work for
the duration of the collective bargaining agreement. In February 2010, following a trial on the merits, the District Court issued a
declaratory judgment permanently enjoining Pratt & Whitney from closing the facilities and transferring the work for the duration of its
current collective bargaining agreement. The parties negotiated a resolution of these outstanding issues as part of a new collective
bargaining agreement between the 1AM and Pratt & Whitney, which IAM members ratified on December 5, 2010. Among other things,
the new collective bargaining agreement includes a plant-closure agreement covering the closure of the two facilities, both of which are
expected to take place in 2011.

As previously disclosed, on August 27, 2010, Rolls-Royce plc (Rolls-Royce) sued Pratt & Whitney in the U.S. District Court for the
Eastern District of Virginia, alleging that fan blades on certain engines manufactured by Pratt & Whitney infringe a U.S. patent held by
Rolls-Royce. Rolls-Royce seeks damages in an unspecified amount plus interest, an injunction, a finding of willful infringement, and
attorneys’ fees. We intend to vigorously defend the case and believe that Rolls-Royce’s patent is invalid and that Pratt & Whitney’s
products do not infringe it. Trial in the matter could take place as early as March 2011. Should the plaintiff ultimately prevail, the
outcome of this matter could result in a material adverse effect on our results of operations in the period in which a liability would be
recognized or cash flows for the period in which damages would be paid. On November 5, 2010, Pratt & Whitney amended its
previously-disclosed complaint against Rolls-Royce in the U.S. District Court for the District of Connecticut, adding Rolls-Royce Group
plc (Rolls-Royce Group), the parent of Rolls-Royce, as a party, omitting previously asserted claims, and alleging that certain
turbomachinery blades, engines and components manufactured by Rolls-Royce infringe a U.S. patent held by Pratt & Whitney. Pratt &
Whitney seeks an injunction, damages, interest, attorney’s fees and other relief. On November 5, 2010, Pratt & Whitney also filed
complaints against Rolls-Royce in the High Court of Justice, Chancery Division, Patent Court (HCJ) in the United Kingdom (UK) and
with the U.S. International Trade Commission (ITC). The HCJ action alleges similar infringement claims against Rolls-Royce based
upon a UK patent held by Pratt & Whitney and seeks damages plus interest and all other relief to which Pratt & Whitney is entitled,
including attorney’s fees, expenses, and a permanent order preventing further infringements. The ITC complaint seeks a permanent
exclusion order barring the importation into the U.S. of infringing turbomachinery blades, engines and engine components
manufactured by Rolls-Royce and Rolls-Royce Group, and requests a permanent cease-and-desist order against Rolls-Royce and
Rolls-Royce Group preventing further importing, marketing, advertising, demonstrating, testing, distributing, licensing, offering for sale,
or use of such infringing turbomachinery blades, engines and engine components.

Like many other industrial companies in recent years, we or our subsidiaries are named as a defendant in lawsuits alleging
personal injury as a result of exposure to asbestos integrated into certain of our products or premises. While we have never
manufactured asbestos and no longer incorporate it in any currently-manufactured products, certain of our historical products, like those
of many other manufacturers, have contained components incorporating asbestos. A substantial majority of these asbestos-related
claims have been covered by insurance or other forms of indemnity or have been dismissed without payment. The remainder of the
closed cases have been resolved for amounts that are not material individually or in the aggregate. Based on the information currently
available, we do not believe that resolution of these asbestos-related matters will have a material adverse effect upon our competitive
position, results of operations, cash flows or financial condition.
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We are also subject to a number of routine lawsuits, investigations and claims (some of which involve substantial amounts) arising
out of the ordinary course of our business. We do not believe that these matters will have a material adverse effect upon our
competitive position, results of operations, cash flows or financial condition.

Except as otherwise noted, we do not believe that resolution of any of the legal matters discussed above will have a material
adverse effect upon our competitive position, results of operations, cash flows or financial condition. A further discussion of government
contracts and related investigations, as well as a discussion of our environmental liabilities, can be found under the heading “Other
Matters Relating to Our Business as a Whole — Compliance with Environmental and Other Government Regulations” in ltem 1,
“Business,” and in Item 1A, “Risk Factors,” in this Form 10-K.

Item 4. (Removed and Reserved)
PART Il
Item 5. Market for Registrant 's Common Equity, Related Stockholder Matters and Is  suer Purchases of Equity Securities

The Performance Graph and Comparative Stock Data appearing in our 2010 Annual Report containing the following data relating
to our common stock: shareholder return, principal market, quarterly high and low sales prices, approximate number of shareowners
and frequency and amount of dividends are hereby incorporated by reference.

Issuer Purchases of Equity Securities

The following table provides information about our repurchases of equity securities that are registered by us pursuant to
Section 12 of the Securities Exchange Act of 1934, as amended, during the quarter ended December 31, 2010.

Total Number of Shares Maximum Number of
Purchased as Part of a Shares that may yet
Total Number of Shares Publicly Announced be Purchased Under
Purchased Average Price Paid Program the Program
(000’s) per Share (000’s) (000’s)
October 1 - October 31 1,926 $ 73.68 1,926 39,202
November 1 - November 30 2,984 74.81 2,979 36,223
December 1 - December 31 2,355 78.62 2,355 33,868
Total 7,265 $ 75.75 7,260

We repurchase shares under a program announced on March 10, 2010, which authorized the repurchase of up to 60 million
shares of our common stock. Under the current program, shares may be purchased on the open market, in privately negotiated
transactions and under plans complying with Rules 10b5-1 and 10b-18 under the Securities Exchange Act of 1934, as amended. These
repurchases are included within the scope of the overall repurchase program authorized in March 2010. We may also reacquire shares
outside of the program from time to time in connection with the surrender of shares to cover taxes on vesting of restricted stock.
Approximately 5,000 shares were reacquired in transactions outside the program during the quarter ended December 31, 2010.

ltem 6. Selected Financial Data

The Five-Year Summary appearing in our 2010 Annual Report is hereby incorporated by reference. See “Notes to Consolidated
Financial Statements” in our 2010 Annual Report for a description of any accounting changes and acquisitions or dispositions of
businesses materially affecting the comparability of the information reflected in the Five-Year Summary.

Item 7. Management 's Discussion and Analysis of Financial Condition an d Results of Operations

We hereby incorporate by reference in this Form 10-K the section titled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in our 2010 Annual Report.

Iltem 7A.  Quantitative and Qualitative Disclosures About Mark et Risk

For information concerning market risk sensitive instruments, see discussion under the heading “Market Risk and Risk
Management” in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our 2010 Annual Report
and under the heading “Foreign Exchange and Hedging Activity” in Note 1 and Note 13 to the Consolidated Financial Statements in our
2010 Annual Report.
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Item 8. Financial Statements and Supplementary Data

The 2010 and 2009 Consolidated Balance Sheet, and other financial statements for the years 2010, 2009 and 2008, together with
the report thereon of PricewaterhouseCoopers LLP dated February 10, 2011 in our 2010 Annual Report are incorporated by reference
in this Form 10-K. The 2010 and 2009 unaudited Selected Quarterly Financial Data appearing in our 2010 Annual Report is
incorporated by reference in this Form 10-K.

Item 9. Changes in and Disagreements with Accountants on Ac counting and Financial Disclosure
None.

ltem 9A. Controls and Procedures

As required by Rule 13a-15 under the Securities Exchange Act of 1934, as amended, we carried out an evaluation under the
supervision and with the participation of our management, including the Chairman & Chief Executive Officer (CEO), the Senior Vice
President and Chief Financial Officer (CFO) and the Vice President, Controller (Controller), of the effectiveness of the design and
operation of our disclosure controls and procedures. There are inherent limitations to the effectiveness of any system of disclosure
controls and procedures, including the possibility of human error and the circumvention or overriding of the controls and procedures.
Accordingly, even effective disclosure controls and procedures can only provide reasonable assurance of achieving their control
objectives. Based upon our evaluation, our CEO, CFO and Controller concluded that our disclosure controls and procedures were
effective to provide reasonable assurance that information required to be disclosed by us in the reports that we file or submit under the
Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the time periods specified in
the applicable rules and forms, and that it is accumulated and communicated to our management, including our CEO, CFO and
Controller, as appropriate, to allow timely decisions regarding required disclosure.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting. Internal control
over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external reporting purposes in accordance with accounting principles generally accepted in the
United States of America. Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Our management has assessed the effectiveness of our internal control over financial reporting as of December 31,
2010. In making its assessment, management has utilized the criteria set forth by the Committee of Sponsoring Organizations of the
Treadway Commission in Internal Control—Integrated Framework . Our management concluded that based on its assessment, our
internal control over financial reporting was effective as of December 31, 2010. The effectiveness of our internal control over financial
reporting as of December 31, 2010 has been audited by PricewaterhouseCoopers LLP, an independent registered public accounting
firm, as stated in their report which appears in our 2010 Annual Report.

There has been no change in our internal control over financial reporting during the quarter ended December 31, 2010 that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART llI
Item 10. Directors, Executive Officers and Corporate Governa  nce

The information required by Item 10 with respect to directors, the Audit Committee of the Board of Directors and audit committee
financial experts is incorporated herein by reference to the sections of our Proxy Statement for the 2011 Annual Meeting of
Shareowners titled “General Information Concerning the Board of Directors,” “Nominees,” and “Committees of the Board” (under the
headings “The Audit Committee” and “The Committee on Nominations and Governance”).
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Executive Officers of the Registrant
The following persons are executive officers of United Technologies Corporation:

Age
Name Title Other Business Experience Since 1/1/2006 2/10/2011
Alain Bellemare President, Hamilton Sundstrand President, Pratt & Whitney Canada 49
Corporation (since 2009)
J. Thomas Bowler, Jr. Senior Vice President, Human Vice President, Human Resources, 58
Resources and Organization (since United Technologies Corporation;
2007) Vice President, Human Resources
and Organization, Pratt & Whitney
William M. Brown President, UTC Fire & Security (since President, Asia Pacific, Carrier 48
2006) Corporation
Louis R. Chénevert Director (since 2006), Chairman (since President and Chief Operating 53
2010), President (since 2006) & Chief Officer, United Technologies
Executive Officer (since 2008) Corporation; President, Pratt &
Whitney
Geraud Darnis President, Carrier Corporation 51
(since 2001)
Charles D. Gill Senior Vice President and General Vice President, General Counsel, and 46
Counsel (since 2007) Secretary, Carrier Corporation;
Executive Assistant to Chairman and
Chief Executive Officer, United
Technologies Corporation
Gregory J. Hayes Senior Vice President and Chief Vice President, Accounting and 50
Financial Officer (since 2008) Finance, United Technologies
Corporation; Vice President,
Accounting and Control, United
Technologies Corporation; Vice
President, Controller, United
Technologies Corporation
David P. Hess President, Pratt & Whitney (since 2009) President, Hamilton Sundstrand 55
Corporation; President, Hamilton
Sundstrand Aerospace Power
Systems
Peter F. Longo Vice President, Controller (since Vice President, Finance, Hamilton 51
January 2011) Sundstrand Corporation; Vice
President, Finance, Sikorsky Aircraft
Didier Michaud-Daniel President, Otis Elevator (since 2008) President, Otis United Kingdom and 53
Central Europe Area, Otis Elevator
Jeffrey P. Pino President, Sikorsky Aircraft (since 2006) Senior Vice President, Corporate 56
Strategy, Marketing & Commercial
Programs, Sikorsky Aircraft
Thomas I. Rogan Vice President, Treasurer (since 2001) 58

All of the officers serve at the pleasure of the Board of Directors of United Technologies Corporation or the subsidiary designated.

Information concerning Section 16(a) compliance is incorporated herein by reference to the section of our Proxy Statement for the

2011 Annual Meeting of Shareowners titled “Other Matters” under the heading “Section 16(a) Beneficial Ownership Reporting

Compliance.” We have adopted a code of ethics that applies to all our directors, officers, employees and representatives. This code is
publicly available on our website at http://www.utc.com/Governance/Ethics/Code+of+Ethics. Amendments to the code of ethics and any
grant of a waiver from a provision of the code requiring disclosure under applicable SEC rules will be disclosed on our website. Our

Corporate Governance Guidelines and the charters of our Board of Directors’ Audit Committee, Finance Committee, Committee
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on Nominations and Governance, Public Issues Review Committee and Committee on Compensation and Executive Development are
available on our website at http://www.utc.com/Governance/Board+of+Directors. These materials may also be requested in print free of
charge by writing to our Investor Relations Department at United Technologies Corporation, United Technologies Building, Investor
Relations, Hartford, CT 06101.

Item 11. Executive Compensation

The information required by Item 11 is incorporated herein by reference to the sections of our Proxy Statement for the 2011
Annual Meeting of Shareowners titled “Executive Compensation” and “Director Compensation.”

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information relating to security ownership of certain beneficial owners and management and the Equity Compensation Plan
Information required by Item 12 is incorporated herein by reference to the sections of our Proxy Statement for the 2011 Annual Meeting
titled “Security Ownership of Directors, Nominees, Executive Officers and Certain Beneficial Owners” and “Equity Compensation Plan
Information.”

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by Item 13 is incorporated herein by reference to the sections of our Proxy Statement for the 2011
Annual Meeting titled “General Information Concerning the Board of Directors,” “Director Independence,” and “Other Matters” (under the
heading “Transactions with Related Persons”).

Item 14. Principal Accounting Fees and Services

The information required by Item 14 is incorporated by reference to the section of our Proxy Statement for the 2011 Annual
Meeting titled “Appointment of a Firm of Independent Registered Public Accountants to Serve as Independent Auditors for 2011,”
including the information provided in that section with regard to “Audit Fees,” “Audit-Related Fees,” “Tax Fees” and “All Other Fees.”

PART IV
Item 15. Exhibits and Financial Statement Schedules
(@) Financial Statements, Financial Statement Schedules and Exhibits
Q) Financial Statements (incorporated by reference from the 2010 Annual Report):

Page Number in

Annual Report

Report of Independent Registered Public Accounting Firm 27
Consolidated Statement of Operations for the three years ended December 31, 2010 28
Consolidated Balance Sheet as of December 31, 2010 and 2009 29
Consolidated Statement of Cash Flows for the three years ended December 31, 2010 30
Consolidated Statement of Changes in Equity for the three years ended December 31, 2010 31
Notes to Consolidated Financial Statements 33
Selected Quarterly Financial Data (Unaudited) 59

2) Financial Statement Schedule for the three years ended December 31, 2010:

Page Number in

Form 10-K
SCHEDULE |I—Report of Independent Registered Public Accounting Firm on Financial Statement Schedule S-l
SCHEDULE Ill—Valuation and Qualifying Accounts S-l

All other schedules are omitted because they are not applicable or the required information is shown in the financial
statements or the notes thereto.

3) Exhibits:

The following list of exhibits includes exhibits submitted with this Form 10-K as filed with the SEC and those incorporated by
reference to other filings.
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Exhibit

Number

3(i)
3(ii)

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

Restated Certificate of Incorporation, restated as of May 5, 2006, incorporated by reference to Exhibit 3(i) to UTC'’s
Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 2006.

Bylaws as amended and restated effective December 10, 2008, incorporated by reference to Exhibit 3(ii) to UTC’s
Current Report on Form 8-K (Commission file number 1-812) filed with the SEC on December 12, 2008.

Amended and Restated Indenture, dated as of May 1, 2001, between UTC and The Bank of New York, as trustee,
incorporated by reference to Exhibit 4(a) to UTC’s Registration Statement on Form S-3 (Commission file number 333-
60276) filed with the SEC on May 4, 2001. UTC hereby agrees to furnish to the Commission upon request a copy of
each other instrument defining the rights of holders of long-term debt of UTC and its consolidated subsidiaries and any
unconsolidated subsidiaries.

United Technologies Corporation Annual Executive Incentive Compensation Plan, incorporated by reference to Exhibit
A to UTC'’s Proxy Statement for the 1975 Annual Meeting of Shareowners, and Amendment No. 1 thereto, effective
January 1, 1995, incorporated by reference to Exhibit 10.2 to UTC’s Annual Report on Form 10-K (Commission file
number 1-812) for fiscal year ended December 31, 1995, and Amendment No. 2 thereto, effective January 1, 2009,
incorporated by reference to Exhibit 10.1 to UTC’s Annual Report on Form 10-K (Commission file number 1-812) for
fiscal year ended December 31, 2008.

United Technologies Corporation Executive Estate Preservation Program, incorporated by reference to Exhibit 10(iv) to
UTC'’s Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 1992.

United Technologies Corporation Pension Preservation Plan, as amended and restated, effective December 31, 2009,
incorporated by reference to Exhibit 10.3 to UTC’s Annual Report on Form 10-K (Commission file number 1-812) for
fiscal year ended December 31, 2009.

United Technologies Corporation Senior Executive Severance Plan, incorporated by reference to Exhibit 10(vi) to
UTC’s Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 1992, as
amended by Amendment thereto, effective December 10, 2003, incorporated by reference to Exhibit 10.4 of UTC’s
Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 2003, and
Amendment thereto, effective June 11, 2008, incorporated by reference to Exhibit 10.4 of UTC’s Quarterly Report on
Form 10-Q (Commission file number 1-812) for the quarterly period ended June 30, 2008, and Amendment thereto,
dated February 4, 2011.*

United Technologies Corporation Deferred Compensation Plan, as amended and restated, effective January 1, 2005,
incorporated by reference to Exhibit 10.5 of UTC’s Annual Report on Form 10-K (Commission file number 1-812) for
fiscal year ended December 31, 2008.

United Technologies Corporation Long Term Incentive Plan, incorporated by reference to Exhibit 10.11 to UTC’s
Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 1989, as amended
by Amendment No. 1, incorporated by reference to Exhibit 10.11 to UTC’s Annual Report on Form 10-K (Commission
file number 1-812) for fiscal year ended December 31, 1995, and Amendment No. 2, incorporated by reference to
Exhibit 10.6 to UTC’s Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31,
2003.

Schedule of Terms for Nonqualified Stock Option and Dividend Equivalent Awards relating to the United Technologies
Corporation Long Term Incentive Plan, as amended (referred to above in Exhibit 10.6), incorporated by reference to
Exhibit 10.15 to UTC’s Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December
31, 2004.

Schedule of Terms and Form of Award for Restricted Stock Awards relating to the United Technologies Corporation
Long Term Incentive Plan, as amended (referred to above in Exhibit 10.6), incorporated by reference to Exhibit 10.1 to
UTC’s Quarterly Report on Form 10-Q (Commission file number 1-812) for the quarterly period ended September 30,
2004.

Schedule of Terms and Form of Award for Nonqualified Stock Option Awards relating to the United Technologies
Corporation Long Term Incentive Plan, as amended (referred to above in Exhibit 10.6), incorporated by reference to
Exhibit 10.2 to UTC’s Quarterly Report on Form 10-Q (Commission file number 1-812) for the quarterly period ended
September 30, 2004.

Schedule of Terms and Forms of Award for Continuous Improvement Incentive Program Non-qualified Stock Option
and Dividend Equivalent Awards relating to the United Technologies Corporation Long Term Incentive Plan, as
amended (referred to above in Exhibit 10.6), incorporated by reference to Exhibit 10.6 to UTC’s Quarterly Report on
Form 10-Q (Commission file number 1-812) for the quarterly period ended September 30, 2004.

United Technologies Corporation Executive Leadership Group Program, as amended and restated, effective June 10,
2009, incorporated by reference to Exhibit 10.7 to UTC’s Quarterly Report on Form 10-Q (Commission file number 1-
812) for the quarterly period ended September 30, 2009.

Schedule of Terms for Restricted Share Unit Retention Awards relating to the United Technologies Corporation



Executive Leadership Group Program (referred to above in Exhibit 10.11), effective December 22, 2010.*
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10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

Form of Award Agreement for Restricted Share Unit Retention Awards relating to the United Technologies Corporation
Executive Leadership Group Program (referred to above in Exhibit 10.11), incorporated by reference to Exhibit 10.2 to
UTC'’s Current Report on Form 8-K (Commission file number 1-812) filed with the SEC on March 24, 2006.

United Technologies Corporation Board of Directors Deferred Stock Unit Plan, as amended and restated October 13,
2010, incorporated by reference to Exhibit 10.14 to UTC’s Quarterly Report on Form 10-Q (Commission file number 1-
812) for the quarterly period ended September 30, 2010.

Retainer Payment Election Form for United Technologies Corporation Board of Directors Deferred Stock Unit Plan
(referred to above in Exhibit 10.14), incorporated by reference to Exhibit 10.1 to UTC’s Current Report on Form 8-K
(Commission file number 1-812) filed with the SEC on April 18, 2006.

Form of Deferred Restricted Stock Unit Award relating to the United Technologies Corporation Board of Directors
Deferred Stock Unit Plan (referred to above in Exhibit 10.14), incorporated by reference to Exhibit 10.16 to UTC’s
Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 2009.

United Technologies Corporation Nonemployee Director Stock Option Plan, incorporated by reference to Exhibit 10.12
to UTC’s Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 1995, as
amended by Amendment No. 1, incorporated by reference to Exhibit 10(iii)(A)(2) to UTC’s Quarterly Report on Form 10-
Q for the quarterly period ended June 30, 2000, Amendment No. 2, incorporated by reference to Exhibit 10(iii)(A)(1) to
UTC’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2001, Amendment No. 3, incorporated by
reference to Exhibit 10.17 to UTC’s Annual Report on Form 10-K for fiscal year ending December 31, 2001, Amendment
No. 4, incorporated by reference to Exhibit 10.12 to UTC’s Annual Report on Form 10-K (Commission file number 1-812)
for fiscal year ending December 31, 2002 and Amendment No. 5, incorporated by reference to Exhibit 10.12 to UTC'’s
Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 2003.

Form of Nonqualified Stock Option Award relating to the United Technologies Corporation Nonemployee Director Stock
Option Plan, as amended (referred to above in Exhibit 10.17), incorporated by reference to Exhibit 10.4 to UTC’s
Quarterly Report on Form 10-Q (Commission file number 1-812) for the quarterly period ended September 30, 2004.

United Technologies Corporation 2005 Long-Term Incentive Plan, as amended and restated effective April 9, 2008,
incorporated by reference to Exhibit 10.1 to UTC’s Current Report on Form 8-K (Commission file number 1-812) filed
with the SEC on April 11, 2008.

Schedule of Terms for restricted stock awards relating to the United Technologies Corporation 2005 Long-Term
Incentive Plan (referred to above in Exhibit 10.19), incorporated by reference to Exhibit 10.1 to UTC’s Current Report on
Form 8-K (Commission file number 1-812) filed with the SEC on September 20, 2005.

Form of Award Agreement for restricted stock awards relating to the United Technologies Corporation 2005 Long-Term
Incentive Plan (referred to above in Exhibit 10.19), incorporated by reference to Exhibit 10.2 to UTC’s Current Report on
Form 8-K (Commission file number 1-812) filed with the SEC on September 20, 2005.

Schedule of Terms for non-qualified stock option awards relating to the United Technologies Corporation 2005 Long-
Term Incentive Plan (referred to above in Exhibit 10.19), incorporated by reference to Exhibit 10.3 to UTC’s Current
Report on Form 8-K (Commission file number 1-812) filed with the SEC on September 20, 2005.

Form of Award Agreement for non-qualified stock option awards relating to the United Technologies Corporation 2005
Long-Term Incentive Plan (referred to above in Exhibit 10.19), incorporated by reference to Exhibit 10.4 to UTC’s
Current Report on Form 8-K (Commission file number 1-812) filed with the SEC on September 20, 2005.

Schedule of Terms for performance share unit awards relating to the United Technologies Corporation 2005 Long-Term
Incentive Plan (referred to above in Exhibit 10.19), incorporated by reference to Exhibit 10.28 to UTC’s Annual Report on
Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 2008.

Schedule of Terms for stock appreciation rights awards relating to the United Technologies Corporation 2005 Long-Term
Incentive Plan (referred to above in Exhibit 10.19), incorporated by reference to Exhibit 10.29 to UTC’s Annual Report on
Form 10-K (Commission file number 1-812) for fiscal year ended December 31, 2008.

Form of Award Agreement for performance share unit and stock appreciation rights awards relating to the United
Technologies Corporation 2005 Long-Term Incentive Plan (referred to above in Exhibit 10.19), incorporated by reference
to Exhibit 10.1 to UTC’s Current Report on Form 8-K filed with the SEC on October 16, 2006.

Form of Award Agreement for performance share unit and stock appreciation rights awards relating to the United
Technologies Corporation 2005 Long-Term Incentive Plan (referred to above in Exhibit 10.19), incorporated by reference
to Exhibit 10.1 to UTC’s Current Report on Form 8-K (Commission file number 1-812) filed with the SEC on December
20, 2005.

United Technologies Corporation LTIP Performance Share Unit Deferral Plan, relating to the 2005 Long-Term Incentive
Plan (referred to above in Exhibit 10.19), incorporated by reference to Exhibit 10.36 of UTC’s Annual Report on Form
10-K (Commission file number 1-812) for fiscal year ended December 31, 2008.
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10.29 United Technologies Corporation International Deferred Compensation Replacement Plan, effective January 1, 2005,
incorporated by reference to Exhibit 10.35 of UTC’s Annual Report on Form 10-K (Commission file number 1-812) for
fiscal year ended December 31, 2008.

10.30 United Technologies Corporation Company Automatic Excess Plan, effective January 1, 2010, incorporated by reference
to Exhibit 10.30 to UTC’s Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December
31, 2009.

10.31 United Technologies Corporation Savings Restoration Plan, effective January 1, 2010, incorporated by reference to
Exhibit 10.31 to UTC’s Annual Report on Form 10-K (Commission file number 1-812) for fiscal year ended December 31,
2009.

10.32 Services Agreement by and between United Technologies Corporation and Ari Bousbib, effective September 1, 2010,
incorporated by reference to Exhibit 10.32 to UTC’s Quarterly Report on Form 10-Q (Commission file number 1-812) for
guarter ended September 30, 2010.

11 Statement Re: Computations of Per Share Earnings.*
12 Statement Re: Computation of Ratios.*
13 Annual Report for the year ended December 31, 2010 (except for the information therein expressly incorporated by

reference in this Form 10-K, the Annual Report is provided solely for the information of the SEC and is not to be deemed
“filed” as part of this Form 10-K).*

14 Code of Ethics. The UTC Code of Ethics may be accessed via UTC’s website at
http://www.utc.com/Governance/Ethics/Code+of+Ethics.

21 Subsidiaries of the Registrant.*
23 Consent of PricewaterhouseCoopers LLP.*
24 Powers of Attorney of John V. Faraci, Jean-Pierre Garnier, Jamie S. Gorelick, Edward A. Kangas, Ellen J. Kullman,

Charles R. Lee, Richard D. McCormick, Harold W. McGraw lll, Richard B. Myers, H. Patrick Swygert, André Villeneuve
and Christine Todd Whitman.*

31 Rule 13a-14(a)/15d-14(a) Certifications.*
32 Section 1350 Certifications.*
101.INS XBRL Instance Document.*
(File name: utx-20101231.xml)
101.SCH XBRL Taxonomy Extension Schema Document.*

(File name: utx-20101231.xsd)

101.CAL XBRL Taxonomy Calculation Linkbase Document.*
(File name: utx-20101231_cal.xml)

101.DEF XBRL Taxonomy Definition Linkbase Document.*
File name: utx-20101231_def.xml)

101.LAB XBRL Taxonomy Label Linkbase Document.*
(File name: utx-20101231_lab.xml)
101.PRE XBRL Taxonomy Presentation Linkbase Document.*

(File name: utx-20101231_pre.xml)

Notes to Exhibits List
*  Submitted electronically herewith.

Exhibits 10.1 through 10.32 are contracts, arrangements or compensatory plans filed as exhibits pursuant to Item 15(b) of the
requirements for Form 10-K reports.

Attached as Exhibit 101 to this report are the following formatted in XBRL (Extensible Business Reporting Language): (i) Consolidated
Statement of Operations for the three years ended December 31, 2010, (ii) Consolidated Balance Sheet as of December 31, 2010 and
2009, (iii) Consolidated Statement of Cash Flows for the three years ended December 31, 2010, (iv) Consolidated Statement of
Changes in Equity for the three years ended December 31, 2010, (v) Notes to Consolidated Financial Statements, and (vi) Financial
Schedule of Valuation and Qualifying Accounts.

In accordance with Rule 406T of Regulation S-T, the XBRL related information in Exhibit 101 to this Annual Report on Form 10-K shall
not be deemed to be “filed” for purposes of Section 18 of the Exchange Act, or otherwise subject to the liability of that section, and shall
not be part of any registration statement or other document filed under the Securities Act or the Exchange Act, except as shall be
expressly set forth by specific reference in such filing.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

UNITED TECHNOLOGIES CORPORATION
(Registrant)

By: /s G REGORY J. H AYES

Gregory J. Hayes
Senior Vice President and Chief Financial Officer

By: /s/ P ETER F. L ONGO

Peter F. Longo
Vice President, Controller

Date: February 10, 2011

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons
on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ L ouis R. C HENEVERT Director, Chairman & Chief Executive Officer February 10, 2011
(Louis R. Chénevert) (Principal Executive Officer)
/s! G REGORY J. H AYES Senior Vice President and Chief Financial February 10, 2011
(Gregory J. Hayes) Officer (Principal Financial Officer)
/s/ P eETER F. L ONGO Vice President, Controller February 10, 2011
(Peter F. Longo) (Principal Accounting Officer)
/sl J oHN V. F ARACI * Director

(John V. Faraci)

/s! J EAN -P IERRE G ARNIER * Director
(Jean-Pierre Garnier)

/s/ J AMIE S. G ORELICK * Director
(Jamie S. Gorelick)

/s/ E bwARD A. K ANGAS * Director
(Edward A. Kangas)

/s/ E LLEN J. K ULLMAN * Director
(Ellen J. Kullman)

/s/ C HARLES R. L EE * Director
(Charles R. Lee)

/s/ R icHARD D. M ¢ C ORMICK * Director
(Richard D. McCormick)

24



Table of Contents

Signature

Title

Date

/s/ H ARoLD W. M ¢ G rAw IIl *

(Harold W. McGraw 1)

/s/ R IcHARD B. M YERS *

(Richard B. Myers)

/s/ H. P ATRICK S WYGERT *

(H. Patrick Swygert)

/s!/ A NDRE V ILLENEUVE *

(André Villeneuve)

/s/ C HRISTINE T obb W HITMAN *

(Christine Todd Whitman)

*By: /s/ C HARLES D. G ILL

Director

Director

Director

Director

Director

Charles D. Gill

Senior Vice President and

General Counsel, as Attorney

Date: February 10, 2011

-in-Fact
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SCHEDULE |
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON

FINANCIAL STATEMENT SCHEDULE

To the Board of Directors
of United Technologies Corporation:

Our audits of the consolidated financial statements and of the effectiveness of internal control over financial reporting referred to in our
report dated February 10, 2011 appearing in the 2010 Annual Report to Shareowners of United Technologies Corporation (which report
and consolidated financial statements are incorporated by reference in this Annual Report on Form 10-K) also included an audit of the
financial statement schedule listed in Item 15(a)(2) of this Form 10-K. In our opinion, this financial statement schedule presents fairly, in
all material respects, the information set forth therein when read in conjunction with the related consolidated financial statements.

/sl PricewaterhouseCoopers LLP

Hartford, Connecticut
February 10, 2011
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SCHEDULE 1l

UNITED TECHNOLOGIES CORPORATION AND SUBSIDIARIES
Valuation and Qualifying Accounts
Three Years Ended December 31, 2010
(Millions of Dollars)

Allowances for Doubtful Accounts and Other Customer Financing Activity:
Balance December 31, 2007
Provision charged to income
Doubtful accounts written off (net)
Other adjustments
Balance December 31, 2008
Provision charged to income
Doubtful accounts written off (net)
Balance December 31, 2009
Provision charged to income
Doubtful accounts written off (net)
Other adjustments
Balance December 31, 2010

Future Income Tax Benefits - Valuation allowance:
Balance December 31, 2007
Additions charged to income tax expense
Reductions charged to goodwill, due to acquisitions
Reductions credited to income tax expense
Other adjustments
Balance December 31, 2008
Additions charged to income tax expense
Additions charged to goodwill, due to acquisitions
Reductions credited to income tax expense
Other adjustments
Balance December 31, 2009
Additions charged to income tax expense
Reductions charged to goodwill, due to acquisitions
Reductions credited to income tax expense
Other adjustments
Balance December 31, 2010

S

$ 368
159
(129)

698
186



Exhibit 10.4

UNITED TECHNOLOGIES CORPORATION
SENIOR EXECUTIVE SEVERANCE PLAN
AMENDMENT

WHEREAS, the Board of Directors has from time to time, approved modifications to benefits and contract terms under the Senior
Executive Severance Plan (the “Plan”), resulting in different benefits, terms and conditions for Participants, depending on their date of
participation;

WHEREAS, the Board of Directors wishes to provide the same level of benefits and contract terms for all executives covered by the

Plan;

WHEREAS, each Participant has agreed to amend their Plan Agreement to provide, in the event of a Change in Control, a cash
severance benefit equal to 2.99 times base salary and target bonus following an involuntary termination or termination following a
material adverse change in job responsibilities, location, compensation, or benefits (i.e. a termination for “Good Reason”);

WHEREAS, each Participant has agreed to the following benefit reductions to the extant their own agreements provided for any of
the following benefits:

@)
(ii)

(iii)

Elimination of three years of additional pension service credit and benefit continuation;

Elimination of reimbursement for excise taxes imposed under Internal Revenue Code Section 280(G) and income taxes due
on such reimbursement; and

Elimination of the ability to resign from the Corporation following a Change in Control and receive Plan benefits. Plan benefits
will be provided only if the Participant is involuntarily terminated or terminates for “Good Reason” (as defined in Attachments A
and B); and

WHEREAS, the Board of Directors has closed the Plan to new Participants effective June 15, 2009;

NOW THEREFORE, the Plan is hereby amended as follows:

1.

The following paragraph shall be added under the Section captioned “ Agreements " :

Each Participant who became covered under the Plan prior to December 10, 2003 shall enter into an amendment of their Plan
Agreement substantially in the form set forth in Attachment A and each Participant who became covered under the Plan after
December 10, 2003 shall enter into an amendment of their Plan Agreement substantially in the form set forth in Attachment B
(the “Amendment”). Plan benefits will be limited in accordance with each Participant’s amended Agreement, notwithstanding
anything to the contrary in the Plan or Agreement as in effect prior to the date of such Amendment.

The following paragraph is hereby added to the Plan following the Section captioned “ Miscellaneous
Closure of the Plan. Effective June 15, 2009, no executive or other person shall become a Participant under this Plan.




Attachment A

Senior Executive Severance Agreement
Amendment

WHEREAS, , (the “Executive”) has been selected by the Board of Directors of the Corporation to participate in the
Senior Executive Severance Plan (the “Plan”); and

WHEREAS, the Board of Directors has, from time to time, amended the Plan prospectively for new Executives; and

WHEREAS, the Board of Directors has approved the amendment of existing Senior Executive Plan Agreements for the purpose of
conforming certain Plan benefits and benefit eligibility requirements to those specified by the most recent amendment to the Plan
adopted effective June 11, 2008; and

WHEREAS, the Executive hereby consents and agrees to such a conforming amendment of his Agreement, including for the
purposes of: (i) prohibiting the payment of benefits for voluntary termination unless such resignation of employment is for “Good
Reason”, as defined herein; and (ii) modifying and reducing certain change in control severance related benefits presently provided for
in his Agreement;.

NOW THEREFORE, the Executive and the Corporation hereby agree to amend the Executive’s Agreement as follows:

1.

The paragraph that immediately precedes Section A is hereby deleted and the following is substituted in lieu thereof:

The Executive shall be entitled to the benefits provided for in this Agreement In the event the Corporation or any subsidiary or
affiliate terminates the Executive’s employment within two years after a Change in Control. The Executive will not receive
these benefits if employment terminates by reason of death, disability, retirement on or after normal retirement age or if the
Executive voluntarily terminates employment, unless such voluntary termination is for “Good Reason”. Good Reason shall
mean, without the Executive’s express written consent, the occurrence of any one or more of the following:

@)

(ii)

(iii)

(iv)

v)

The assignment of the Executive to duties materially inconsistent with the Executive’s authorities, duties, responsibilities,
and status (including reporting relationships) as an employee of the Corporation, or a reduction or alteration in the nature
or status of the Executive’s authorities, duties, or responsibilities from those in effect immediately preceding the Change

of Control;

The Corporation’s requiring the Executive to be based at a location which is at least fifty (50) miles further from the
current primary residence than is such residence from the Corporation’s current headquarters, except for required travel
on the Corporation’s business to an extent substantially consistent with the Executive’s business obligations immediately
preceding the Change of Control;

A reduction by the Corporation in the Executive’s base salary as in effect on the Effective Date or as the same shall be
increased from time to time;

A material reduction in the Executive’s level of participation in any of the Corporation’s short- and/or long-term incentive
compensation plans, or employee benefit or retirement plans, policies, practices, or arrangements in which the Executive
participates, from the levels in place during the fiscal year immediately preceding the Change of Control; provided,
however, that reductions in the levels of participation in any such plans shall not be deemed to be “Good Reason” if the
Executive’s reduced level of participation or benefits in each such program remains substantially consistent with the
average level of participation of other executives who have positions commensurate with the Executive’s position; or

The failure of the Corporation to obtain a satisfactory agreement from any successor to the Corporation to assume and
agree to perform its obligations under this Agreement.

In the event of any of the foregoing occurrences, the Executive shall notify the Corporation of the event constituting the

basis for a termination for Good Reason. The Corporation may then take action to cure the Good Reason event or condition. If
the Corporation does not remedy the basis for a Good Reason termination within 30 days of receipt of notice from the
Executive, the Executive may then terminate his employment for Good Reason and qualify for the benefits provided for in this
Agreement.

The existence of Good Reason shall not be affected by the Executive’s temporary incapacity due to physical or mental

illness not constituting a Disability. The Executive’s Retirement shall constitute a waiver of the Executive’s rights with respect
to any circumstance constituting Good Reason. The Executive’s continued employment shall not constitute a waiver of the
Executive’s rights with respect to any circumstance constituting Good Reason.
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2. Section A of the Agreement is amended and restated as follows:

A.

Lump Sum Cash Payment . On or before the Executive’s last day of employment with the Corporation, the Corporation
will pay to the Executive, as compensation for services rendered to the Corporation, a lump sum cash amount (subject to
any applicable payroll or other taxes required to be withheld) equal to 2.99 multiplied by the sum of (a) the Executive’s
current annual base salary plus (b) the amount of incentive compensation award that would be payable to the Executive
in respect of the calendar year in which the Change in Control occurs, calculated on the basis of target level
performance. (The incentive compensation referred to in this paragraph is that amount paid or payable under the Annual
Executive Incentive Compensation Plan, or any successor plans, of the Corporation.) In the event there are fewer than
thirty-six (36) whole or partial months remaining from the date of the Executive’s termination to his or her normal
retirement date, the amount calculated in this paragraph will be reduced by multiplying it by a fraction the numerator of
which is the number of whole or partial months so remaining to his normal retirement date and the denominator of which
is thirty-six (36).

3.  Section B of the Agreement is amended and restated as follows:

B.

Long Term Incentive Awards.

(i) Performance Based Long Term Incentive Awards . Performance based Long Term Incentive Awards granted
under the Corporation’s 2005 Long Term Incentive Plan (and any predecessor or successor long term incentive
plan) shall vest as of the date of the Change in Control. The value of any such award will be determined on the
basis of target level performance unless actual measured performance exceeds target, in which case actual
performance will determine vesting and award value.

(i)  Vesting of Stock Options and Stock Appreciation Rig hts . The vesting period for stock option and stock
appreciation rights granted under the 2005 Long Term Incentive Plan (and any predecessor or successor long term
incentive plan) will be changed, effective as of the date of the Change in Control, to the earlier of: (i) the scheduled
vesting date; or (ii) the one year anniversary of the date the award was granted. In addition, regardless of the
Executive’s age or retirement eligibility, the period to exercise stock options and stock appreciation rights will not be
less than seven months following termination of employment.

4.  Section C, “Special Retirement Benefits " is hereby deleted from the Agreement. There will be no enhancement to pension
benefits by reason of a Change in Control.

5. Section D, “ Other Provisions

@

(b)
(©

(d)

6. Section E, “Certain Additional Payments by the Corporation

E.

is hereby amended as follows:

Subsection (i), “ Insurance and Other Special Benefits " is deleted in its entirety. The Executive’s right to extended
coverage under health, life insurance, disability and other benefit plans following termination of employment shall be
determined in accordance with the terms of such plans as then in effect and shall not be enhanced by reason of a
Change in Control. There will be no post-termination continuation of fringe benefits.

Subsection (i), “ Relocation Assistance " is deleted in its entirety.

Subsection (jii), “ Incentive Compensation " is deleted in its entirety, provided however, that deletion of this subsection
is not intended and shall not be construed to eliminate or reduce the Executive’s right to any Annual Incentive
Compensation Plan award that may be payable in accordance with the terms of such plan.

Subsection (iv), “ Savings and Other Plans " is deleted in its entirety.

is deleted in its entirety and replaced by the following:

Taxes . The Executive shall be responsible for all taxes due on payments and benefits provided under this Agreement,
including any excise taxes that may be due under Section 280G of the Internal Revenue Code. The Corporation shall
withhold taxes to the extent required by law.
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7. The following subsection shall be added to Section G of the Agreement:

(vii) Compliance with Section 409A. Notwithstanding any other provision of this Agreement, if and to the extent that rights
or payments provided here are determined to be subject to Section 409A of the Internal Revenue Code, the Executive
agrees to make any amendments to this Agreement that may be required to comply with Section 409A. If the Executive
is a “specified employee” under Section 409A, any payments subject to Section 409A will be deferred for six months
from the date of termination of employment, to the extent required by Section 409A. Any deferred payments shall be
credited with interest at the rate credited to fixed income accounts in the Corporation’s Deferred Compensation Plan.

Any capitalized terms used herein shall have the same meaning as defined in the Agreement or Plan, as applicable. The
Agreement continues in full force and effect except for the provisions specifically amended herein.
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Attachment B

Senior Executive Severance Agreement
Amendment

WHEREAS, (the “Executive”) has been selected by the Board of Directors of the Corporation to participate in the
Senior Executive Severance Plan (the “Plan”); and

WHEREAS, the Board of Directors has, from time to time, amended the Plan prospectively for new Executives; and

WHEREAS, the Board of Directors has approved the amendment of existing Senior Executive Plan Agreements for the purpose of
conforming certain Plan benefits and benefit eligibility requirements to those specified by the most recent amendment to the Plan
adopted effective June 11, 2008; and

WHEREAS, the Executive hereby consents and agrees to such a conforming amendment of his Agreement, including for the
purposes of: (i) prohibiting the payment of benefits for voluntary termination unless such resignation of employment is for “Good
Reason”, as defined herein; and (ii) modifying and reducing certain change in control severance related benefits presently provided for
in his Agreement;.

NOW THEREFORE, the Executive and the Corporation hereby agree to amend the Executive’s Agreement as follows:

1.

The paragraph that immediately precedes Section A is hereby deleted and the following is substituted in lieu thereof:

The Executive shall be entitled to the benefits provided for in this Agreement In the event the Corporation or any

subsidiary or affiliate terminates the Executive’s employment within two years after a Change in Control. The Executive will
not receive these benefits if employment terminates by reason of death, disability, retirement on or after normal retirement age
or if the Executive voluntarily terminates employment, unless such voluntary termination is for “Good Reason”. Good Reason
shall mean, without the Executive’s express written consent, the occurrence of any one or more of the following:

@)

(ii)

(iii)

(iv)

v)

The assignment of the Executive to duties materially inconsistent with the Executive’s authorities, duties, responsibilities,
and status (including reporting relationships) as an employee of the Corporation, or a reduction or alteration in the nature
or status of the Executive’s authorities, duties, or responsibilities from those in effect immediately preceding the Change

of Control;

The Corporation’s requiring the Executive to be based at a location which is at least fifty (50) miles further from the
current primary residence than is such residence from the Corporation’s current headquarters, except for required travel
on the Corporation’s business to an extent substantially consistent with the Executive’s business obligations immediately
preceding the Change of Control;

A reduction by the Corporation in the Executive’s base salary as in effect on the Effective Date or as the same shall be
increased from time to time;

A material reduction in the Executive’s level of participation in any of the Corporation’s short- and/or long-term incentive
compensation plans, or employee benefit or retirement plans, policies, practices, or arrangements in which the Executive
participates, from the levels in place during the fiscal year immediately preceding the Change of Control; provided,
however, that reductions in the levels of participation in any such plans shall not be deemed to be “Good Reason” if the
Executive’s reduced level of participation or benefits in each such program remains substantially consistent with the
average level of participation of other executives who have positions commensurate with the Executive’s position; or

The failure of the Corporation to obtain a satisfactory agreement from any successor to the Corporation to assume and
agree to perform its obligations under this Agreement.

In the event of any of the foregoing occurrences, the Executive shall notify the Corporation of the event constituting the

basis for a termination for Good Reason. The Corporation may then take action to cure the Good Reason event or condition. If
the Corporation does not remedy the basis for a Good Reason termination within 30 days of receipt of notice from the
Executive, the Executive may then terminate his employment for Good Reason and qualify for the benefits provided for in this
Agreement.

The existence of Good Reason shall not be affected by the Executive’s temporary incapacity due to physical or mental

illness not constituting a Disability. The Executive’s Retirement shall constitute a waiver of the Executive’s rights with respect
to any circumstance constituting Good Reason. The Executive’s continued employment shall not constitute a waiver of the
Executive’s rights with respect to any circumstance constituting Good Reason.
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2. Section A of the Agreement, “Lump Sum Cash Payment ” is amended by deleting clause (b) of the first sentence (“(b) the
amount of the Executive’s most recent incentive compensation award”) and restating it as follows:

(b) the amount of incentive compensation award that would be payable to the Executive in respect of the calendar year in
which the Change in Control occurs, calculated on the basis of target level performance.

3.  Section B, “Certain Additional Payments by the Corporation is deleted in its entirety and replaced by the following:

B. Taxes. The Executive shall be responsible for all taxes due on payments and benefits provided under this Agreement,
including any excise taxes that may be due under Section 280G of the Internal Revenue Code. The Corporation shall
withhold taxes to the extent required by law.

4.  The following subsection shall be added to Section D of the Agreement:

(viii) Compliance with Section 409A. Notwithstanding any other provision of this Agreement, if and to the extent that rights
or payments provided here are determined to be subject to Section 409A of the Internal Revenue Code, the Executive
agrees to make any amendments to this Agreement that may be required to comply with Section 409A. If the Executive
is a “specified employee” under Section 409A, any payments subject to Section 409A will be deferred for six months
from the date of termination of employment, to the extent required by Section 409A. Any deferred payments shall be
credited with interest at the rate credited to fixed income accounts in the Corporation’s Deferred Compensation Plan.

Any capitalized terms used herein shall have the same meaning as defined in the Agreement or Plan, as applicable. The
Agreement continues in full force and effect except for the provisions specifically amended herein.
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Exhibit 10.12

United Technologies Corporation
Long Term Incentive Plan

Executive Leadership Group
Restricted Share Unit Retention
Award

Schedule of Terms

United Technologies Corporation (the “Corporation”) hereby awards to the executive designated in the Statement of Award (the
“Recipient”), who has accepted membership in the Corporation’s Executive Leadership Group (the “ELG”), Restricted Share Units (an
“Award”) pursuant to the United Technologies Corporation 2005 Long Term Incentive Plan as amended and restated on April 9, 2008,
including subsequent amendments (the “LTIP"). The Award is subject to this Schedule of Terms and the terms, definitions, and
provisions of the LTIP.

Restricted Share Unit

A Restricted Share Unit (an “RSU") is equal in value to one share of Common Stock of the Corporation (“Common Stock”). RSUs are
convertible into shares of Common Stock if the Recipient remains a member of the ELG and retires from the Corporation on or after
age 62 with at least three years of ELG service (see “Vesting” below).

Acknowledgement and Acceptance of Award

The number of RSUs is set forth in the Statement of Award. The Recipient must acknowledge and accept the terms and conditions of
the RSU Award by signing and returning the appropriate portion of the Statement of Award to the Stock Plan Administrator.

Vesting

RSUs vest upon retirement from the Corporation on or after age 62 with completion of at least three years of service as a member of
the ELG (the “Vesting Date”). All RSU’s will be forfeited in the event of termination from employment before age 62 for any reason,
including death, total and permanent disability and retirement before age 62. All RSU’s will also be forfeited if the Recipient’s
membership in the ELG ceases for any reason.

No shareowner rights

An RSU is the right to receive a share of Common Stock in the future, subject to continued employment and membership in the ELG.
The holder of an RSU has no voting, dividend or other rights accorded to owners of Common Stock.

Conversion of RSUs/Distribution of Shares

RSUs will be converted into shares of Common Stock, effective as of the date on which the shares are distributed (the “Distribution
Date”). If the Recipient is not a Specified Employee on the Vesting Date, the shares of Common Stock will be distributed on the first
business day of the first month following the Vesting Date. Except as provided in the following sentence, if the Recipient is among the
Corporation’s 50 highest paid employees (i.e., a “Specified Employee” as defined in the LTIP) on the Vesting Date, the distribution will
be made on the first business day of the seventh month following the Vesting Date (or, if later, on July 2, 2012). If the Recipient is a
Specified Employee on the Vesting Date, and the Recipient dies after the Vesting Date and before the scheduled Distribution Date, the
shares of Common Stock will be distributed to the Recipient’s beneficiary on the first business day of the first month following the
Recipient’s death.

Dividend Equivalents

Although the Recipient will not receive dividend payments in respect of RSUs, each RSU will be credited with an amount equal to the
dividend paid on a share of Common Stock, resulting in additional RSUs credited to the Recipient equal in value to the number of RSUs
held multiplied by the dividend paid on a share of Common Stock.



Adjustments

If the Corporation effects a subdivision or consolidation of shares of Common Stock or other capital adjustment, the number of RSUs
(and the number of shares of Common Stock that will be issued upon conversion) shall be adjusted in the same manner and to the
same extent as all other shares of Common Stock of the Corporation. In the event of material changes in the capital structure of the
Corporation resulting from: the payment of a special dividend (other than regular quarterly dividends) or other distributions to
shareowners without receiving consideration therefore; the spin-off of a subsidiary; the sale of a substantial portion of the Corporation’s
assets; a merger or consolidation in which the Corporation is not the surviving entity; or other extraordinary non-recurring events
affecting the Corporation’s capital structure and the value of Common Stock, equitable adjustments shall be made in the terms of
outstanding Awards, including the number of RSUs and underlying shares of Common Stock as the Committee on Compensation and
Executive Development of the Corporation’s Board of Directors (the “Committee”), in its sole discretion, determines are necessary or
appropriate to prevent the dilution or enlargement of the rights of Award Recipients.

ELG Covenants

Acceptance of the ELG RSU Award constitutes agreement and acceptance by the Recipient of the following ELG covenants:
. Pre-Vesting Date Covenants

(a) During the period of the Recipient's employment, and for a period of two years following termination of employment, the
Recipient will not disclose “Company Information”.

“Company Information” as used in this Agreement means (i) confidential or proprietary information including without limitation
information received from third parties under confidential or proprietary conditions; (ii) information subject to the Corporation’s
attorney-client or work-product privilege; and (iii) other technical, business or financial information, the use or disclosure of
which might reasonably be construed to be contrary to the Corporation’s interests.

(b) During the Period of the Recipient’'s employment, and for a period of two years following termination of employment, the
Recipient will not initiate, cause or allow to be initiated (under those conditions which he or she controls) any action which
would reasonably be expected to encourage or to induce any employee of the Corporation or any of its affiliated entities to
leave the employ of the Corporation or its affiliated entities. In this regard, the Recipient agrees that he or she will not directly
or indirectly recruit any executive or other employee of the Corporation or provide any information or make referrals to
personnel recruitment agencies or other third parties in connection with executives of the Corporation and other employees.

. Post-Vesting Date Covenants
(c) The pre-Vesting Date covenants described in (a) and (b) above will remain in effect for three years following the Vesting Date.

(d) To further ensure the protection of Company Information, the Recipient agrees not to accept employment in any form
(including entering into consulting relationships or similar arrangements) for a period of three years after the Vesting Date with
any business that: (i) competes directly or indirectly with any of the Corporation’s businesses; or (ii) is a material customer of
or a material supplier to any of the Corporation’s businesses unless the Recipient has obtained the written consent from the
Senior Vice President, Human Resources & Organization (or the successor to such position), which consent shall be granted
or withheld in his or her sole discretion. The Recipient agrees that the terms of this paragraph are reasonable. However, if any
portion of this paragraph is held by competent authority to be unenforceable, this paragraph shall be deemed amended to limit
its scope to the broadest scope that such authority determines is enforceable, and as so amended shall continue in effect.

(e) For three years after the Vesting Date, the Recipient will not make any statements or disclose any items of information which,
in either case are or may reasonably be considered to be adverse to the interests of the Corporation. The Recipient agrees
that he or she will not disparage the Corporation, its executives, directors or products.

The ELG covenants set forth in this Schedule of Terms are in addition to other obligations and commitments of the ELG program, the

terms and conditions of the LTIP and the Recipient’s intellectual property agreement with the Corporation (and as each may be
amended from time to time).

Change of Control

In the event of a Change-in-Control of the Corporation, the Committee may, in its discretion, take certain actions with respect to
outstanding Awards to assure fair and equitable treatment of LTIP Award Recipients. However, there will be no adjustment in respect of
this RSU Award if the Recipient receives benefits under the Senior Executive Severance Plan as a result of a change in control.
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Nonassignability

Unless otherwise prescribed by the Committee, no assignment or transfer of any right or interest of a Recipient in any RSU, whether
voluntary or involuntary, by operation of law or otherwise, shall be permitted except by will or the laws of descent and distribution. Any
attempt to assign such rights or interest shall be void and without force or effect.

Notices

Every notice or other communication relating to the LTIP, this Award or this Schedule of Terms shall be delivered electronically or
mailed to or delivered to the party for whom it is intended at such address as may from time to time be designated by such party.
Notices by the Recipient to the Corporation shall be mailed to or delivered to the Corporation at its office at United Technologies
Building, MS504, Hartford, CT 06101, Attention: Stock Plan Administrator, or emailed to stockoptionplans@utc.com . All notices by the
Corporation to the Recipient shall be transmitted to the Recipient’s email address or mailed to his or her address as shown on the
records of the Corporation.

Administration

Awards granted pursuant to the LTIP shall be interpreted and administered by the Committee. The Committee shall establish such
procedures as it deems necessary and appropriate to administer Awards in a manner that is consistent with the terms of the LTIP. The
Committee’s decision on any matter related to an Award shall be binding and conclusive.

Awards Not to Affect or Be Affected by Certain Tran  sactions

RSU Awards shall not in any way affect the right or power of the Corporation or its shareowners to effect: (a) any or all adjustments,
recapitalizations, reorganizations or other changes in the Corporation’s capital structure or its business; (b) any merger or consolidation
of the Corporation; (c) any issue of bonds, debentures, shares of stock preferred to, or otherwise affecting the Common Stock of the
Corporation or the rights of the holders of such Common Stock; (d) the dissolution or liquidation of the Corporation; (e) any sale or
transfer of all or any part of its assets or business; or (f) any other corporate act or proceeding.

Taxes/Withholding
Recipients are responsible for any income or other tax liability attributable to an Award.

The value of the Award as of the Recipient’s 62 nd birthday (or following three years of ELG service, if later) will be subject to FICA
withholding in that same calendar year. The closing price of Common Stock on the New York Stock Exchange on the date of the
Recipient’s 62 nd birthday (or on the date when the Recipient completes three years of ELG service, if later) will be used to calculate the
value of the Award.

The closing price of Common Stock on the New York Stock Exchange on the Distribution Date will be used to calculate income realized
from the vesting of RSUs. The Corporation shall take such steps as are appropriate to assure compliance with applicable federal, state
and local tax withholding requirements. The Corporation shall, to the extent required by law, have the right to deduct directly from any
payment or delivery of shares due to a Recipient or from a Recipient’s regular compensation, all federal, state and local taxes of any
kind required by law to be withheld with respect to the vesting of an RSU. Acceptance of an Award constitutes consent by the recipient
to such withholding. Recipients not based in the United States and foreign nationals who are not permanent residents of the United
States must pay the appropriate taxes as required by any country where they are subject to tax. A discussion of U.S. Federal tax
treatment of RSUs may be found in the LTIP prospectus.

Right of Discharge Reserved

Nothing in the LTIP or in any RSU Award shall confer upon any Recipient the right to continue in the employment or service of the
Corporation or any affiliate thereof for any period of time, or affect any right that the Corporation or any subsidiary or division may have
to terminate the employment or service of such Recipient at any time for any reason.
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Forfeiture of Interests and Gains

RSUs shall be forfeited if a Recipient is terminated for “cause”. Termination for cause means termination related to a violation of the
ELG covenants, criminal conduct involving a felony in the U.S. or the equivalent of a felony under the laws of other countries, material
violations of civil law related to the Recipient’s job responsibilities, fraud, dishonesty, self-dealing, breach of the Recipient’s intellectual
property agreement or willful misconduct that the Committee determines to be injurious to the Corporation. A Recipient will be obligated
to repay the value realized from the conversion of RSUs into shares of unrestricted Common Stock if the Recipient violates any of the
ELG covenants, or, if following termination, the Corporation determines that the Recipient engaged in conduct that would have
constituted the basis for termination for cause. The foregoing provisions shall be applicable through the Distribution Date to Recipients
who remain employed after age 62.

Nature of Payments

All Awards made pursuant to the LTIP are in consideration of services performed for the Corporation or the business unit employing the
Recipient. Any gains realized pursuant to such Awards constitute a special incentive payment to the Recipient and shall not be taken

into account as compensation for purposes of any of the employee benefit plans of the Corporation or any business unit. RSUs will not
be funded by the Corporation. In this regard, a Recipient’s rights to RSUs are those of a general unsecured creditor of the Corporation.

Data Privacy

The Corporation maintains electronic records for the purpose of administering the LTIP and individual Awards. In the normal course of
plan administration, electronic data may be transferred to different sites within the Corporation and to outside service providers.
Acceptance of an Award constitutes consent by the recipient to the transmission and holding of personal data required for the
administration and management of the Award and the LTIP to the Corporation or its third party administrators within or outside the
country in which the recipient resides or works. All such transmission and holding of data shall comply with applicable privacy protection
requirements.

Government Contract Compliance

The “UTC Policy Statement on Business Ethics and Conduct in Contracting with the United States Government” calls for compliance
with the letter and spirit of government contracting laws and regulations. In the event of a violation of government contracting laws or
regulations, the Committee reserves the right to revoke any outstanding Award.

Interpretations

This Schedule of Terms and each Statement of Award are subject in all respects to the terms of the LTIP. In the event that any
provision of this Schedule of Terms or any Statement of Award is inconsistent with the terms of the LTIP, the terms of the LTIP shall
govern. Any question of administration or interpretation arising under the Schedule of Terms or any Statement of Award shall be
determined by the Committee or its delegate, and such determination to be final and conclusive upon all parties in interest.

Governing Law

The LTIP, this Schedule of Terms and the Statement of Award shall be governed by and construed in accordance with the laws of the
State of Delaware.

Additional Information
Questions concerning the Plan or Awards and requests for Plan documents shall be directed to:

Stock Plan Administrator

United Technologies Corporation
1 Financial Plaza, MS 504
Hartford, CT 06101
stockoptionplans@utc.com

The Corporation and/or its approved Stock Plan Administrator will send any Award-related communications to the recipient’s email
address or physical address on record. It is the responsibility of the recipient to ensure that both the e-mail and physical address on
record are up-to-date and accurate at all times to ensure delivery of Award-related communications.
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

STATEMENT RE: COMPUTATION OF PER SHARE EARNINGS

(Dollars in millions, except per share amounts
Net income attributable to common shareow

Basic earnings for peric
Diluted earnings for perio

Basic average number of shares outstanding dunmgériod
(thousands

Stock awards (thousanc

Diluted average number of shares outstanding duhiegeriod
(thousands

Basic earnings per common sh
Diluted earnings per common shi

Exhibit 11

2006
$ 3,73
$ 3,73
$ 3,73
980,00(
25,70(
1,005,701
$ 3.81
$ 3.71



Exhibit 12

UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

STATEMENT RE: COMPUTATION OF RATIO OF EARNINGS TO F IXED CHARGES

Full year
(Dollars in millions) 2010 2009 2008 2007 2006
Fixed Charges
Interest expenst $ 75C $ 70t $ 68 $ 66€ $ 60¢€
Interest capitalize 17 18 19 16 19
One-third of rents? 14¢€ 154 16€ 14€ 96
Total fixed charge $ 91 $ 877 ¢ 87€ $ 828 $ 721
Earnings:
Income before income tax $6,53¢  $5,76( $6,93¢  $6,38¢  $5,49:
Fixed charges per abo 91t 877 87¢€ 82¢ 721
Less: capitalized intere (17) (18) (19) (16) (19
89¢ 85¢ 857 81z 70z
Amortization of interest capitalize 17 17 9 8 8
Total earningt $7,45: $6,63¢ $7,80: $7,20¢  $6,20-
Ratio of earnings to fixed charg 8.1t 7.57 8.91 8.7(C 8.6(

! Pursuant to the guidance in the Income Taxes Taftite FASB ASC, interest related to unrecognizeditenefits recorded was

approximately $27 million, $21 million, $39 millio#56 million and $38 million for the years 201008, 2008, 2007 and 2006, respectively.
The ratio of earnings to fixed charges would ha&erb8.39, 7.75, 9.32, 9.33 and 9.08 for the ye@t8,2009, 2008, 2007 and 2006,
respectively, if such interest were excluded frowm ¢alculation

Reasonable approximation of the interest fac



Exhibit 13
FIVE-YEAR SUMMARY

(Dollars in millions, except per share amour 2010 200¢ 200¢ 2007 200¢€
For the year
Net sales $ 54,326 $ 52,42¢ $ 59,11¢ $ 54,87¢ $ 47,94(
Research and developmt 1,746 1,55¢ 1,771 1,67¢ 1,52¢
Restructuring and other cot 443 83C 357 16¢€ 28¢
Net income 4,711 4,17¢ 5,05: 4,54¢ 3,99¢
Net income attributable to common shareow 4,373 3,82¢ 4,68¢ 4,22¢ 3,73
Earnings per shar

Basic:

Net income attributable to common shareowi 4.82 4.17 5.0C 4.3¢ 3.81
Diluted:
Net income attributable to common shareowi 4.74 4.1z 4.9C 4.27 3.71

Cash dividends per common sh 1.70 1.54 1.3¢ 1.17 1.0z
Average number of shares of Common Stock outstgn

Basic 908 917 93¢ 964 98C

Diluted 923 92¢ 95€ 98¢ 1,00¢
Cash flow from operatior 5,906 5,35: 6,161 5,33( 4,80:
Capital expenditure 865 82¢ 1,21¢ 1,15 954
Acquisitions, including debt assum# 2,797 703 1,44¢ 2,33¢ 1,04¢
Repurchase of Common Stc 2,200 1,10(¢ 3,16( 2,001 2,06¢
Dividends paid on Common Sto? 1,482 1,35¢ 1,21( 1,08( 951
At year end
Working capital $ 5,778 $ 5,281 $ 4,66¢ $ 4,602 $ 3,63¢€
Total asset24 58,493 55,76: 56,83 54,88 47,38.
Long-term debt, including current portié 10,173 9,49( 10,45: 8,06: 7,07¢
Total debi 10,289 9,744 11,47¢ 9,14¢ 7,931

Debt to total capitalizatio2? 32% 32% 41% 29% 30%
Total equity22 22,332 20,99¢ 16,68: 22,06¢ 18,13:
Number of employee* 208,200 206,70( 223,10( 225,60( 214,50(

Note 1 Excludes dividends paid on Employee Stock OwnerBlap Common Stock.

Note 2 During 2006, we adopted the accounting relatedmiplByers’ Accounting for Defined Benefit Pensiordddther Postretirement Plans which resulted inppraximately $1.8 billion

non-cash charge to equity and a $2.4 billion neshaaduction to total assets. In addition, we eadgpted the measurement date provisions of tarslsrd effective January 1, 2007,

which increased shareowners’ equity by approximge#éR5 million and decreased long-term liabilitissapproximately $620 million.
Note 3 The increase in the 2008 debt to total capitakiratatio, as compared to 2007, reflects unrealiasskes of approximately $4.2 billion, net of taxa@ssociated with the effect of marl

conditions on our pension plans, and the 2008 idsbainces totaling $2.25 billion. The decreaséén2009 debt to total capitalization ratio, as cared to 2008, reflects the reversal of

unrealized losses in our pension plans of appraein&1.1 billion, the beneficial impact of foreigxchange rate movement of approximately $1.00bijland the reduction of

approximately $1.7 billion of total det

Note 4 The increase in 2010, as compared with 2009, irdube impact of acquisitions across the compawgt motably the 2010 acquisition of the GE Secubitginess within the UTC
Fire & Security segment. The increase in the nunobemployees in 2010 associated with acquisitictivity was partially offset by headcount reduc8associated with initiated

restructuring actions




MANAGEMENT’'S DISCUSSION AND ANALYSIS

Management ’s Discussion and Analysis of Financial
Condition and Results of Operations

Business Overview

We are a global provider of high technology prodwatd services to
the building systems and aerospace industrieso@enations are
classified into six principal business segmentss,@sarrier, UTC
Fire & Security, Pratt & Whitney, Hamilton Sundstdeand Sikorsky.
Otis, Carrier and UTC Fire & Security are colleetivreferred to as
the “commercial businesses,” while Pratt & Whitnegmilton
Sundstrand and Sikorsky are collectively referedd the “aerospace
businesses.” Certain reclassifications have beeatert@the prior
year amounts to conform to the current year prasient We
previously reported “Other income, net,” which inbéd “Interest
income,” as a component of “Revenues.” “Other inepnet,”
excluding “Interest income,” is now reflected asoaponent of
“Costs, Expenses and Other,” while “Interest incbrmeow netted
with “Interest expense” for financial statementgaetation.

The commercial businesses generally serve custamgrs
worldwide commercial and residential property irtdes, although
Carrier also serves customers in the commerciatramgport
refrigeration industries. The aerospace business®e commercial
and government aerospace customers in both thieargguipment
and aftermarket parts and services markets. Irtiadda portion of
these businesses serve customers in certain iredusarkets. Our
consolidated net sales were derived from the comialeand
aerospace businesses as follows (sales from Han8llodstrand’s
and Pratt & Whitney’s industrial markets are in@ddn “commercial
and industrial”):

2010 200¢ 200¢

Commercial and industrial 57% 58% 61%
Military aerospace and spa 21% 21% 17%
Commercial aerospace 22% 21% 22%

100% 100% 100%

In each of 2010 and 2009, approximately 58% ofamnsolidated
sales were original equipment and 42% were aftddetgrarts and
services, while in 2008 the amounts were 60% afd, 48spectively.

As worldwide businesses, our operations can betafiby
industrial, economic and political factors on battegional and
global level. To limit the impact of any one indysbr the economy
of any single country on our consolidated operatesylts, our
strategy has been, and continues to be, the maimterof a balanced
and diversified portfolio of businesses. Our busses include both
commercial and aerospace operations, original eugsi
manufacturing

(OEM) and extensive related aftermarket parts andces
businesses, as well as the combination of shoytdes in our
commercial and industrial businesses, particul@dyrier, and longer
cycles in our aerospace businesses. Our custonusié companies
in the private sector and governments, and oumnbsses reflect an
extensive geographic diversification that has esdlwith the
continued globalization of world economies. The position of net
sales from outside the United States, including &xXport sales, in
dollars and as a percentage of total segment s$ales follows:

(Dollars in millions) 2010 200¢ 200¢| 2010 200¢ | 200¢
Europe $11,957 | $12,21€¢| $15,12¢ 22% 23% 25%
Asia Pacific 7,986 7,17: 8,21¢| 14% 14% 14%
Other Nor-U.S. 5,374 4,991 6,43z 10% 9% 11%
U.S. Exports 7,724 6,99¢ 7,262 14% 13% 12%
International segment sal  $33,041| $31,37¢| $37,04.] 60% | 59% | 62%

As part of our growth strategy, we invest in busses in certain
countries that carry high levels of currency, podit and/or economic
risk, such as Argentina, Brazil, China, India, MmxiRussia, South
Africa and countries in the Middle East. At Decem®g, 2010, the
net assets in any one of these countries did rostezk7% of
consolidated shareowners’ equity.

The global economy, which experienced a significiwnturn
through 2008 and 2009, began showing signs of gtachprovement
in 2010; however, the overall rate of global recgwxperienced
during the course of 2010 has been uneven. Glabakglomestic
product growth in 2010 was led by emerging marKetthe
developed economies, particularly in Europe whieeerécovery is
sluggish, the unwinding of fiscal stimuli and limgey high
unemployment have encouraged the use of expangioraretary
policies to sustain economic recoveries. Althoughstimer
confidence in the U.S. has improved since the emémdownturn, it
remains low, while unemployment remains high aredhbusing
market depressed. Conversely, global aerospaceetsake trending
favorably with commercial airline traffic, pricingnd capacity
utilization continuing to increase. We are begignio see a modest
recovery in the commercial construction markethaU.S.,
although, globally, construction markets remaineyaty weak, with
the exception of some emerging markets. The cortibmaf these
market factors led to consolidated net sales graftt%6, when
compared with 2009, including 2% organic sales ginowhe organic
sales growth was led by increases at Carrier, Skioand at Pratt &
Whitney. These net increases more than offsetrienac sales
contraction at both Otis and UTC Fire & Securitycagain of their
markets have been slower to recover from the ecandawnturn.



Despite the uneven economic recovery throughoud 26dr fourth
guarter short cycle shipments and order rates vadnest and
consistent with our expectations for sales growmt®d11. In the
fourth quarter of 2010, as compared with the saem@g@ in 2009,
commercial aerospace spares orders at Pratt & Whéand Hamilton
Sundstrand increased 45% and 31%, respectivelyCarier’s
shipments of U.S. residential systems improved B8t the full year
2010 as compared with 2009, commercial aerosparesprders at
Pratt & Whitney and Hamilton Sundstrand increasg® hnd 16%,
respectively, and Carrier’s shipments of U.S. resicl systems
improved 4%. These improvements contributed t®#teorganic
sales growth noted above and should also contritnggively to
2011. Orders in our longer cycle businesses alpoavwed for the full
year, as compared with 2009, as Otis new equiporelerrs grew 7%,
global new equipment orders at Carrier's commeltdlAC business
grew 7% and total orders at UTC Fire & Securityyein by the
acquisition of the GE Security business, grew axiprately 25%
year-over-year, as compared with 2009.

Consistent with prior years, our backlog includethishort cycle
orders that are expected to be realized in theteear, as well as
longer cycle orders that may be recognized ovarmg of years.
With improving end market environments and the etge
conversion of a portion of backlog into sales in20wve are
expecting organic sales growth in 2011 to rangm {886 to 5%.

Although the projected increase in organic grovifthealized, will
contribute to operating profit growth, we contirtognvest in new
platforms and markets that position us for growthile remaining
focused on structural cost reduction, operatiomgirovements and
disciplined cash redeployment. These actions dmurttd to our
earnings growth and operating profit margin expamsiuring 2010.
The strategies we initiated in late 2008 and e209 to address the
then expected global economic challenges and votlenknes have
better positioned us for earnings growth as theajleconomy
recovers. As disclosed in 2009, we announced afisigmnt
restructuring initiative in early 2009 designededuce structural and
overhead costs across all of our businesses im torgrrtially
mitigate the adverse volume impact. Restructurgg<in 2010 and
2009 totaled $443 million and $830 million, respeady. As a result
of the higher sales volumes, the beneficial imfi@eh our continued
focus on cost reduction and previously initiatestmgcturing actions
and lower year-over-year restructuring costs, segmjeerating
margin increased 140 basis points from 13.2% ir0200L4.6% in
2010. This year-over-year increase includes a 4G moint net
benefit from lower restructuring charges and narureng items.
While we expect to benefit in 2011 from cost redaret realized on
the restructuring actions undertaken in prior yeassalso expect an
adverse impact on operating

profits in 2011 from gross commodity cost increasies
approximately $150 million and incremental reseanct
development investment of approximately $175 millio

As discussed below in “Results of Operations,” afieg profit in
each of 2010 and 2009 includes the impact fromneonsring items
including the adverse effect of asset impairmeatgés in 2010, and
the beneficial impact of gains related to busirdigestiture activities,
primarily related to Carrier’s ongoing portfoliatrsformation, in
both 2009 and 2010. Our earnings growth strategyecoplates
earnings from organic sales growth, including gfofidom new
product development and product improvements, straccost
reductions, operational improvements, and increalearnings from
our investments in acquisitions. We invested $#l®ib (including
debt assumed of $39 million) and $703 million ie #tquisition of
businesses across the entire company in 2010 &4 Bspectively.
Our investment in businesses in 2010 principalfiects the
acquisitions of the General Electric (GE) Secubitiginess and
Clipper Windpower Plc (Clipper). Acquisitions in@® consisted
principally of a number of small acquisitions inth@ur aerospace
and commercial businesses.

On March 1, 2010, we completed the acquisitiorhef GE Security
business for approximately $1.8 billion, includidgbt assumed of
$32 million. The GE Security business, which islggntegrated into
our UTC Fire & Security segment, supplies secuaitd fire safety
technologies for commercial and residential apfitice through a
broad product portfolio that includes fire detentand life safety
systems, intrusion alarms, and video surveillamzbaccess control
systems. This business enhanced UTC Fire & Se&iggographic
diversity with its strong North American presencel also increased
UTC Fire & Security’s product and technology offegs. In
connection with this transaction, we recorded axipmately $600
million of identifiable intangible assets and $hillion of goodwill.
The goodwill recorded reflects synergies expeabduktrealized
through the combination of GE Security’s produstspurces and
management talent with those of the existing UTi@ Bi Security
business to enhance competitiveness, acceleratiettebopment of
certain product offerings, drive improved operagibperformance
and secure additional service channels. Additignttle combined
businesses have provided the opportunity for Siganit
improvements to the cost structure through thematization of
general and administrative expenditures as wekssarch and
development efforts.

During 2010, we also completed the acquisition lifger, a
publicly-held California-based wind turbine manutaer. This
investment is intended to expand our power germratortfolio and
allow us to enter the wind power market by levenggiur expertise
in blade technology, turbines and gearbox desigthe first half of
2010, we



acquired a 49.9% equity stake in Clipper. In Decengin10, we
completed the acquisition of all of the remainihgres of Clipper.
The total cost of our investment in Clipper is apgmately

£240 million (approximately $385 million). In coret®n with this
transaction, we recorded approximately $400 milbdigoodwill and
identifiable intangible assets. Prior to the Decent010 purchase of
the remaining shares of Clipper, we accountedhigrinvestment
under the equity method of accounting. During tharter ended
September 30, 2010, we recorded a $159 millionrettian-
temporary impairment charge, on our investmentlipp@r, in order
to write-down our investment to market value aSeptember 30,
2010. This impairment is recorded within “Otherante, net” on our
Consolidated Statement of Operations. In Decemb&® 2as a result
of the acquisition of a controlling interest and tiemaining shares of
Clipper, we recorded a $21 million gain from themeasurement to
fair value of our previously held equity interebhe financial results
of Clipper are included within the “Eliminationsdanther” category
in the segment financial data in Note 18 to thegotidated Financial
Statements.

Both acquisition and restructuring costs associaiéitla business
combination are expensed as incurred. Dependirigeonature and
level of acquisition activity, earnings could bevasely impacted
due to acquisition and restructuring actions itetlin connection
with the integration of the acquisitions.

During 2010, we recorded approximately $86 millafrasset
impairment charges, for assets that have met tidefbiesale criteria,
related to disposition activity within both Carreand Hamilton
Sundstrand. These asset impairment charges anelegcwithin Cost
of products sold on our Consolidated Statementper@tions. The
asset impairment charges consist of a $58 milllarge associated
with Carrier’s ongoing portfolio transformation achigher returns
business and a $28 million charge at Hamilton Swadd related to
the expected disposition of an aerospace busisgsaraof Hamilton
Sundstrand’s efforts to implement low cost souréiigatives.

For additional discussion of acquisitions and regtrring, see
“Liquidity and Financial Condition,” “Restructuringnd Other Costs”
and Notes 2 and 12 to the Consolidated Financ&#éeBtents.

Results of Operations

Net Sales

(Dollars in millions) 2010 200¢ 200¢
Net sales $54,326 $ 52,42t $59,11¢
Percentage change year-over-year 3.6% (11.3)% 7.7%

The 4% increase in consolidated net sales in 284 0pmpared
with 2009, reflects organic sales growth (2%), libaeficial impact
of foreign currency translation (1%) and the impafatet
acquisitions (1%). The impact of net acquisitionsnarily reflects
the acquisition of the GE Security business at WFIf€ & Security,
net of the impact of dispositions from the portbaiiansformation
efforts undertaken at Carrier. As discussed abotkd “Business
Overview,” the organic sales increase was largadybly Carrier,
Sikorsky, and Pratt & Whitney. These organic insesawere
partially offset by organic sales contraction athbOtis and UTC
Fire & Security. The organic sales growth at Canias driven by
continuing strength in the transport refrigeratbarsiness, while
Sikorsky’s growth was primarily attributable to hgy military sales.
The organic contraction at Otis was due to a dedhimew
equipment sales as a result of continued commeaoihresidential
market weakness. In addition, the decline at UTI€ & Security
reflects contraction in the service and installibess as a result of
weak economic conditions in principal markets.

The 11% decline in consolidated net sales in 288%ompared
with 2008, reflects organic sales contraction (741g,adverse impact
from foreign currency translation (3%) and the ictpaf net
divestitures (1%) resulting from the portfolio mtalization efforts
undertaken, principally at Carrier. The organicliahecin net sales
reflects volume decreases at most of our businessaking from the
challenging global economic conditions experiendedng 2009.
The depressed residential housing and commeraistiaation
markets drove volume declines across all of ourroergial
businesses, while declines in aerospace aftermsakes at both
Pratt & Whitney and Hamilton Sundstrand, couplethwhe adverse
impact from a depressed business jet market, laed twverall decline
in aerospace sales. Record aircraft deliverieskatr&ky helped to
partially mitigate the effect of other aerospackine losses.

Cost of Products and Services Sold

(Dollars in millions) 2010 200¢ 200¢
Cost of products sol $28,956 $ 28,90 $32,83:¢
Percentage of product sales 74.9% 77.4% 75.9%
Cost of services sol $10,458 $ 9,95¢ $10,80¢
Percentage of service sa 66.7% 66.0% 68.0%
Total cost of products and services sold $39,414 $ 38,86! $43,637
Percentage change y-ovel-year 1.4% (10.9)% 6.7%




The factors contributing to the total percentagengfe year-over-
year in total cost of products and services saddaarfollows:

2010 200¢
Organic volume 1% (7Y%
Foreign currency translatic 1% (3)%
Acquisitions and divestitures, net — (2)%
Restructuring (L)% 1%
Total % Change 1% (11)%

Year-over-year, both total cost of products andises sold and
overall sales volumes increased in 2010, as cordpaitt 2009, and
decreased in 2009, as compared with 2008. Theoxearyear
increase in total cost of products and services 502010, as
compared with 2009, reflects an increase in castsr@sult of
increased sales volumes. Total cost of productsandces sold
increased organically (1%) at a rate lower tharapigsales growth
of 2% reflecting the beneficial impact from opeoatil
improvements, cost savings and restructuring astiaken. The 11%
year-over-year reduction in 2009 in total cost mfducts and services
sold, as compared with 2008, primarily reflectsealihe in costs
associated with the lower organic sales volumegedisas the
favorable impact of foreign currency translation.

Gross Margin

(Dollars in millions) 2010 200¢ 200¢
Gross margir $14,912 $13,56¢ $15,48:
Percentage of net sales 27.4% 25.9% 26.2%

The 2010 year-over-year increase in gross margmpEscentage
of sales of 150 basis points, was driven primdrhincreased
volumes and lower cost of sales resulting from iooed focus on
cost reductions, savings from previously initiatestructuring
actions and net operational efficiencies. Grosgyinas a percentage
of sales in 2010 also reflects the benefits ofsthié in mix from new
equipment sales to higher margin service saledigttBe increase in
higher margin aerospace aftermarket sales at tiosjzace
businesses, and the beneficial impact from netisitigen/disposition
activity. The beneficial impact of lower year-owerar restructuring
charges (20 basis points) was offset by the adwerngact of asset
impairment charges (20 basis points) recorded i 2fklated to
disposition activity at Carrier and Hamilton Sumest.

The 2009 year-over-year decrease in gross margirpascentage
of sales of 30 basis points primarily reflects leigiear-over-year
restructuring charges (50 basis points). Contirfoeds on cost
reduction, savings from previously initiated restruing actions, net
operational efficiencies,

margin growth experienced at Otis from lower comityogrices and
the continued shift toward higher margin contracimaintenance
sales offset the adverse impacts of lower salaeswes, particularly
in our higher margin aerospace aftermarket andpran refrigeration
businesses.

Research and Development

(Dollars in millions) 2010 200¢ 200¢€
Compan-funded $1,746 $1,55¢ $1,771
Percentage of net sales 3.2% 3.0% 3.0%
Custome-funded $1,890 $2,09¢ $2,00¢
Percentage of net sal 3.5% 4.0% 3.4%

Research and development spending is subject teatiiehle
nature of program development schedules and, tivergfear-over-
year variations in spending levels are expected.mhjority of the
company-funded spending is incurred by the aer@spasinesses
and relates largely to the next generation prothrotly at Pratt &
Whitney, the Boeing 787 program at Hamilton Suradsd; and
various programs at Sikorsky. The year-over-yeargase in
company-funded research and development in 20t0paced with
2009, primarily reflects increases at Pratt & Waitrassociated with
the next generation product family, increases #t bfamilton
Sundstrand and Sikorsky as they continue to rampewpproduct
development programs, and an increase at UTC Figedurity
related to the acquisition in 2010 of the GE Segunusiness. The
decrease in company-funded research and developm2009,
compared with 2008, principally reflects lower engitures at
Pratt & Whitney and Hamilton Sundstrand resultirapf shifts in the
timing of program development activities, loweruggments on key
development programs, and the continued focus stireduction.
The decrease at Pratt & Whitney was driven largglyhe timing of
program development activities, while the decredddéamilton
Sundstrand primarily reflects lower expendituresit@Boeing 787-8
program with the first flight having taken placelecember 2009.

Company-funded research and development spendirgpid. is
expected to increase by approximately $175 milirom 2010 levels
as a result of our continued focus on developing teehnologies,
led by Pratt & Whitney.

The decrease in customer-funded research and gerefd in
2010, compared with 2009, was primarily driven lnjearease at
Pratt & Whitney related to a reduction in developtmgpending on
the Joint Strike Fighter program. The increasaust@mer-funded
research and development in 2009, compared witB,2athely
reflects increases on various commercial and spagrams at
Hamilton Sundstrand, and higher development spgnatinthe CH-
53K program at



Sikorsky, partially offset by reduced expendituaé®ratt & Whitney
on the Joint Strike Fighter development prograrit asars
completion.

Selling, General and Administrative

(Dollars in millions) 2010 200¢ 200¢
Selling, general and administrative $ 6,024 $ 6,03¢ $6,72¢
Percentage of net sal 11.1% 11.5% 11.4%

The decrease in selling, general and administratkpenses in
2010, as compared with 2009, is due primarily émrtinued focus
on cost reduction and the impact from restructuand cost saving
initiatives undertaken in 2009 in anticipation divarse economic
conditions. These improvements were patrtially affgsethe impact of
recent acquisitions. As a percentage of saleg}@Heasis point year-
over-year decrease primarily reflects the impadbwaker restructuring
costs.

Similar to the year-over-year change in 2010, therelse in
selling, general and administrative expenses ir9288 compared
with 2008, is due primarily to a continued focusomst reduction and
the impact from restructuring and cost savingatidies undertaken in
2008 and 2009 in anticipation of adverse economiitions. As a
percentage of sales, selling, general and admatiigrexpenses
increased 10 basis points from 2008 to 2009 refigdtigher
restructuring costs (approximately 30 basis poiatg) lower sales
volumes. The benefit from cost reduction actionsuoh areas as
travel, employee attrition, employee salary relatstlictions, and the
favorable impact of foreign exchange more thanetffise adverse
impact of the higher restructuring costs.

Other Income, Net

(Dollars in millions) 2010 200¢ 200¢
Other income, ne $ (44) $(407) $(522)

Other income, net includes the operational impaegaoity
earnings in unconsolidated entities, royalty incofoeeign exchange
gains and losses as well as other ongoing itemsiandecurring
items. The year-over-year change in other incoraeim2010, as
compared with 2009, largely reflects a $159 millather-than-
temporary impairment charge recorded in 2010 ortloem equity
investment in Clipper in order to bring the investrhto market
value, the absence of an approximately $60 miljaim recognized
in 2009 from the contribution of the majority of @ar’'s U.S.
Residential Sales and Distribution business imew venture, the
absence of a $52 million gain recognized in 2009t on the re-
measurement to fair value of an interest in a joint

venture as well as the absence of gains from 26@%ed to business
divestiture activity across the company. The decimother income,
net year-over-year also reflects the adverse infpaict an
approximately $30 million valuation allowance chargcorded in
2010 related to an unconsolidated foreign ventut@aarier, equity
losses associated with our recently acquired Ctippsiness, and
costs associated with the early extinguishmenbofesdebt in 2010.
These adverse impacts were partially offset bylariflion non-
taxable gain recognized in the fourth quarter df®06n the re-
measurement to fair value of our previously heldiggnterest in
Clipper resulting from the purchase of a contrgllinterest.

The year-over-year change in other income, ne0@92as
compared with 2008, largely reflects the absenagaofs from the
sale of marketable securities, lower royalties s€tbe businesses,
lower net year-over-year gains on various fixecedsposals, lower
joint venture equity income at Carrier, and lowet yea-over-year
gains generated from business divestiture actiVitese decreases
were partially offset by lower net hedging costsoon cash
management activities in 2009.

Interest Expense, Net

(Dollars in millions) 2010 200¢ 200¢
Interest expens $ 750 $ 70t $ 68¢
Interest income (102) (88) (11€)
Interest expense, n $ 648 $ 617 $ 572
Average interest expense rate during the year
on:
Short-term borrowings 1.8% 3.1% 5.6%
Total debi 5.6% 5.8% 5.9%

The increase in interest expense in 2010 as compdtie 2009
largely reflects the impact of long-term debt isstes during the
course of the year, partially offset by the absesfdaterest
associated with the early redemption and repaywidiong-term debt
in 2010. Interest expense on our long-term debtesed as a result
of the issuance of two series of fixed rate longateotes totaling
$2.25 billion in February 2010 (see further disaussn the
“Liquidity and Financial Condition” section). Thisipact was
partially offset by the absence of interest assediavith the
repayment at maturity in May 2010 of our $600 railliof 4.375%
notes due 2010, the early redemption in June 201itecentire $500
million outstanding principal amount of our 7.12%5%tes that would
have otherwise been due November 2010, and theregiemption in
September 2010 of the entire $500 million outstagdirincipal
amount of our 6.350% notes that would have otherlveen due
March 2011. Aside from the impact of debt repayrsemtd
redemptions noted above, the additional



interest associated with the issuance of the lengrtebt in February
2010 was also partially offset by the absence tef@st related to the
repayment in June 2009 of our $400 million 6.5008tea due 2009.
Interest expense also reflects the lower cost &socwith our
commercial paper borrowings. Interest income in@idtludes a
favorable pre-tax interest adjustment of approxaitya$24 million
associated with the resolution of an uncertain ey tax item in
the second quarter.

The increase in interest expense in 2009, as cadpeith 2008, is
primarily attributable to higher interest chargekted to our deferred
compensation plan. Increased interest expensdingsfrom the
issuances of $1.25 billion and $1.0 billion of letlegm debt in
December and May 2008, respectively, was partatfiset by lower
interest expense resulting from the absence afeist®n $933
million in notes that were redeemed in 2009 anithédlower cost
associated with our commercial paper borrowing® fHiuemptions
as well as the lower cost of borrowing noted abmgeilted in a
decline in the average interest rate in 2009 agpeoed with 2008.
Interest income in 2009 includes $17 million ofdaable pre-tax
interest income adjustments pertaining to globakteamination
activity related primarily to the completion of ouaview of the 2004
to 2005 Internal Revenue Service (IRS) audit report

The weighted-average interest rate applicable lbb dletstanding at
December 31, 2010 was 6.3% for short-term borrosvantd 5.9% for
total debt as compared to 4.8% and 6.1%, respégtave
December 31, 2009. The three month LIBOR rate &eackmber 31,
2010, 2009 and 2008 was 0.3%, 0.3% and 1.4%, rgplgc

Income Taxes

2010 200¢ 200¢
27.9% 27.4% 27.1%

Effective income tax rat

The effective income tax rates for 2010, 2009 ab@B2eflect tax
benefits associated with lower tax rates on intigwnal earnings,
which we intend to permanently reinvest outsidelnéed States.
The 2010 effective income tax rate increased ageoed to 2009
due to the absence of certain discrete items whcha net favorable
impact in 2009, as disclosed below. The 2010 affechcome tax
rate reflects a non-recurring tax expense reduessociated with
management’s decision to repatriate additional taghdividends
from the current year to the U.S. in 2010 as alre$uecent U.S. tax
legislation. This is partially offset by the nonddetibility of
impairment charges, the adverse impact from thétheare
legislation related to the Medicare Part D progeard other increases
to UTC's effective income tax rate.

The 2009 effective income tax rate reflects appnately $38
million of tax expense reductions relating to redestion of our
liabilities and contingencies based on global exatidn activity
during the year including the IRS’s completion 602 and 2005
examination fieldwork and our related protest §liAs a result of the
global examination activity, we recognized approxiety $18
million of associated pre-tax interest income aesnts during
20009.

The 2008 effective income tax rate reflects apprately $62
million of tax expense reductions, principally télg to re-evaluation
of our liabilities and contingencies based upowlgon of disputed
tax matters with the Appeals Division of the IR$ tiax years 2000
through 2003.

We expect our full year annual effective incomertte in 2011 to
be approximately 30.5%. As a result of 2010 U.$législation and
the impact on our tax rate, we anticipate varigpifi the tax rate
quarter to quarter with a higher rate in the fivalf of 2011. This is
due to the tax impacts associated with plannedratdegal entity
reorganizations that are expected to occur dur@¥id. 2vith
completion of the predominant portion of these getg expected in
the second half.

For additional discussion of income taxes, seetit@di Accounting
Estimates — Income Taxes” and Note 10 to the Cafeted Financial
Statements.

Net Income and Earnings Per Share

(Dollars in millions, except per share amour 2010 200¢ 200¢
Net income $4,711 $4,17¢ $5,05:2
Less: Noncontrolling interest in

subsidiarie’ earnings 338 35C 364
Net income attributable to common shareowi $4,373 $3,82¢ $4,68¢
Diluted earnings per sha $ 4.74 $ 4.12 $ 4.9C

Although the average foreign exchange rate of tf& dollar was
stronger in 2010, as compared to 2009, againsinestirrencies such
as the Euro, the impact of foreign currency geeeratnet positive
impact of $.12 per diluted share on our operatipeaformance in
2010. This year-over-year impact primarily represehe beneficial
impact of hedging at Pratt & Whitney Canada (P&W&hjch more
than offset the net adverse foreign currency tediwsl impact. The
weakness of the U.S. dollar against the Canadifiardo 2010
generated an adverse foreign currency translatipact as the
majority of P&WC'’s sales are denominated in U.Slads, while a
significant portion of its costs are incurred isdbcurrencies. To help
mitigate the volatility of foreign currency exchangates on our
operating results, we maintain foreign currencygimegl programs,
the majority of which are



entered into by P&WC. As a result of hedging proggaurrently in
place, P&WC’s 2011 full year operating results expected to
include an adverse impact of hedging of $75 millien2009, foreign
currency generated an adverse impact on our opeehtiesults of
$.22 per share while in 2008, foreign currency adavorable impact
of $.06 per share. For additional discussion afifpt currency
exposure, see “Market Risk and Risk Managementreifio
Currency Exposures.”

Diluted earnings per share for 2010 include a hatge of $.29 per
share from restructuring and non-recurring itemesiges the
restructuring charges of $443 million, non-recugritems included
the $159 million other-than-temporary impairmerdugfe on our
investment in Clipper, $86 million of asset impaémh charges
related to disposition activity within both Carreend Hamilton
Sundstrand, a $140 million net tax benefit assediatith
management’s decision to repatriate additional taghdividends
from the current year to the U.S. in 2010 and 284 4 result of
recent U.S. tax legislation, an approximately $5lion net tax
benefit associated with the completion of the asitjoh of all the
remaining shares of Clipper, $53 million of netrgafrom
dispositions related to Carrier's ongoing portfatiansformation, a
favorable pre-tax interest adjustment of $24 millassociated with
the resolution of an uncertain tax item, and a$#lion non-cash,
non-taxable gain recognized on the re-measurerodatrtvalue of
our previously held equity interest in Clipper.

Restructuring and Other Costs

We recorded net pre-tax restructuring and otheisdosaling $443
million in 2010 and $830 million in 2009 for newdhongoing
restructuring actions. We recorded these chargdeisegments as
follows:

(Dollars in millions) 2010 200¢
Otis $ 83 $15€
Carrier 75 21C
UTC Fire & Security 78 112
Pratt & Whitney 138 19C
Hamilton Sundstran 37 88
Sikorsky 14 7
Eliminations and othe 18 62
General corporate expenses — 3
Total $443 $83C

The 2010 charges consist of $283 million in costalés, $159
million in selling, general and administrative erpes and $1 million
in other income, net, and, as described below, glynrelate to
actions initiated during 2010 and 2009. Restruntudosts reflected
in Eliminations and other largely reflect curtailmeharges required
under our domestic

pension plans due to the significant headcountatishs associated
with the various restructuring actions. The 2008rgks consist of
$420 million in cost of sales, $364 million in $ef], general and
administrative expenses and $46 million in otheoime, net. The
2009 charges relate principally to actions initiadgeiring 2009.

Restructuring actions are an essential componemiiobperating
margin improvement efforts and relate to both éxgsbperations and
those recently acquired. As a result of the segvefithe global
economic downturn, the level of restructuring etitid in 2009 was
significantly in excess of that incurred in priaays. These actions
were initiated to help mitigate the impact of thebgl economic
downturn and better position us for a resumptioaxgfected future
earnings growth. When completed, these actionsreslilt in global
employment reductions, primarily in overhead arlingg general
and administrative functions of approximately 104®&e have also
acquired certain businesses at beneficial valupashyears, such as
Kidde and Initial Electronic Security Group (IES®Jjith the
expectation of restructuring the underlying cosictire in order to
bring operating margins up to expected levels. legiring actions
typically focus on streamlining costs through workfe reductions,
the consolidation of manufacturing, sales and serfacilities, and
the transfer of work to more cost-effective locaioFor acquisitions
prior to January 1, 2009, the costs of restructuaictions at the
acquired company contemplated at the date of atiquisire
recorded under purchase accounting and actionatédt
subsequently are recorded through operating relsult®ing
expensed. However, effective January 1, 2009 uheéeBusiness
Combinations Topic of the FASB ASC, restructuringts associated
with a business combination are expensed. We expéutur
additional restructuring costs in 2011 of approxieha$150 million
to $200 million, including trailing costs relatea frior actions,
associated with our continuing cost reduction é$fand to the
integration of acquisitions. The expected adverggaict on earnings
in 2011 from anticipated additional restructurirgts is expected to
be offset by the beneficial impact from non-requgritems. Although
no specific plans for significant actions have béealized at this
time, we continue to closely monitor the econonmgieonment and
may undertake further restructuring actions to ka@pcost structure
aligned with the demands of the prevailing marketditions.

2010 ActionsDuring 2010, we initiated restructuring actionsatielg
to ongoing cost reduction efforts, including wornide reductions and
consolidation of field operations. We recordedprettax
restructuring and other charges totaling $371 amlks follows: Otis
$87 million, Carrier $74 million, UTC Fire & Sectyi$64 million,
Pratt & Whitney $84 million,



Hamilton Sundstrand $29 million, Sikorsky $15 naitliand
Eliminations and other $18 million. The chargessisinof $221
million in cost of sales and $150 million in seflirgeneral and
administrative expenses. Those costs consist df #8Mlion for
severance and related employee termination cak@sirfillion for
asset write-downs and $51 million for facility exéase termination
and other related costs.

We expect the actions initiated in 2010, once fatynplete, to
result in net workforce reductions of approximat&/900 hourly and
salaried employees, the exiting of approximate®yraillion net
square feet of facilities and the disposal of asassociated with the
exited facilities. As of December 31, 2010, we heompleted, with
respect to the actions initiated in 2010, net wardé reductions of
approximately 2,400 employees, and 300,000 netrsdeat of
facilities have been exited. We are targeting togiete in 2011 the
majority of the remaining workforce and facilityla&ed cost
reduction actions initiated in 2010. Approximat@¥% of the total
pre-tax charge will require cash payments, whicthasee and expect
to continue to fund with cash generated from opemat During
2010, we had cash outflows of approximately $10fanirelated to
the 2010 actions. We expect to incur additionatruesuring and
other charges of $235 million to complete thes®ast We expect
recurring pre-tax savings to increase over the year period
subsequent to initiating the actions to approxiye$850 million
annually, of which approximately $64 million waslieed in 2010.

2009 ActionsDuring 2010, we recorded net pre-tax restructuangd
other charges (reversals) of $85 million for actidmitiated in 2009.
The 2009 actions relate to ongoing cost reductftorts, including
workforce reductions, the

Segment Review

consolidation of field operations and the consaiaaof repair and
overhaul operations. We recorded the charges gal®rin 2010 as
follows: Otis ($3 million), Carrier $11 million, UT Fire & Security
$14 million, Pratt & Whitney $56 million, HamiltoBundstrand $8
million, and Sikorsky ($1 million). The charges st of $63 million
in cost of sales, $21 million in selling, genematladministrative
expenses and $1 million in other income, net. Thasts consisted
of $19 million for severance and related employemination costs,
$13 million for asset write-downs and $53 millianr facility exit,
lease termination and other related costs.

We expect the actions initiated in 2009, once fabynpleted, to
result in net workforce reductions of approximatedy400 hourly
and salaried employees, the exiting of approxingatel million net
square feet of facilities and the disposal of asassociated with the
exited facilities. As of December 31, 2010, we heompleted, with
respect to the actions initiated in 2009, net wardé reductions of
approximately 13,400 employees and exited 1.3 oniltiet square
feet of facilities. We are targeting to complete011 the majority of
the remaining workforce and all facility relatedstoeduction actions
initiated in 2009. Approximately 70% of the totakgtax charge will
require cash payments, which we have and expectttinue to fund
with cash generated from operations. During 20khad cash
outflows of approximately $236 million related twet2009 actions.
We expect to incur additional restructuring anceottharges of $90
million to complete these actions. We expect réogrpre-tax
savings to increase over the two-year period swlesgdo initiating
the actions to approximately $700 million annually.

For additional discussion of restructuring, seeeNiit to the
Consolidated Financial Statements.

Net Salet Operating Profits Operating Profit Margir

(Dollars in millions) 2010 200¢ 200¢ 2010 200¢ 200¢ 2010 200¢ 200¢
Otis $11,579 $11,72¢ $12,88¢ $2,575 $2,447 $2,477 22.2% 20.9% 19.2%
Carrier 11,386 11,33t 14,817 1,062 74C 1,31¢ 9.3% 6.5% 8.9%
UTC Fire & Security 6,490 5,502 6,44¢ 714 49z 542 11.0% 9.0% 8.4%
Pratt & Whitney 12,935 12,39: 13,84¢ 1,987 1,83¢ 2,122 15.4% 14.8% 15.3%
Hamilton Sundstrand 5,608 5,56( 6,127 918 857 1,09¢ 16.4% 15.4% 17.9%
Sikorsky 6,684 6,287 5,34¢ 716 60¢ 47¢ 10.7% 9.7% 8.9%
Total segmen 54,682 52,80( 59,46¢ 7,972 6,98( 8,034 14.6% 13.2% 13.5%
Eliminations and other (356) (375) (350) (409) (25%) (119)

General corporate expens — — — (377) (34¢) (408)

Consolidated $54,326 $52,42¢ $59,11¢ $7,186 $6,37 $7,50¢ 13.2% 12.2% 12.7%

Commercial Businesses

The financial performance of our commercial bussesscan be
influenced by a number of external factors inclgdilictuations in
residential and commercial construction activity,

regulatory changes, interest rates, labor costsigio currency
exchange rates, customer attrition, raw materidlerergy costs,
tightening of credit markets and other global aatitioal factors.
Carrier’s financial performance can also be




influenced by production and utilization of trangpequipment, and
for its residential business, weather conditiorso@aphic and
industry diversity across the commercial businebgefis to balance
the impact of such factors on our consolidated atpey results,
particularly in the face of uneven economic grov@oir short cycle
markets are recovering as expected and our emengankets
continue to gain traction. We are beginning tosegodest recovery
in the commercial construction markets in the Uahough they are
still weak. Carrier returned to organic sales groint2010, led by the
transportation businesses. The transport refrigeratarkets have
benefited from a resumption of unit replacement aedn while U.S.
residential new construction starts remain at levels. Short cycle
shipments and order rates were robust in the fqud#nter of 2010,
consistent with our expectations for sales growtad11.

In 2010, 73% of total commercial business salegwenerated
outside the United States, including U.S. expdessas compared to
71% in 2009. The following table shows sales geredrautside the
United States for each of the commercial businegments:

2010
82%
56%
84%

200¢
80%
55%
82%

Otis
Carrier
UTC Fire & Security

Otis is the world’s largest elevator and escalator mactufing,
installation and service company. Otis designs,ufetures, sells
and installs a wide range of passenger and freightators for low-,
medium- and high-speed applications, as well apadline of
escalators and moving walkways. In addition to eewipment, Otis
provides modernization products to upgrade elesatod escalators
as well as maintenance and repair services foritoproducts and
those of other manufacturers. Otis serves customehe
commercial and residential property industries adothe world. Otis
sells directly to the end customer and, to a lichéztent, through
sales representatives and distributors.

Factors Contributing to Total % Change Y-Ovel-Year in:

2010 2009
Operating Operating

Net Sales Profits Net Sale Profits

Organic sales / Operationi
operating profit

Foreign currency translatic

Acquisitions anc
divestitures, ne

Restructuring

Other

Total % Change

6%
L)%

6 %
(4)%

(3)%
1%

(6)%
(4%

1%

1%

3%
B)%
5 %

(6)%
3%
L)%

L)%

Q)%
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2010 Compared with 2009
Otis’s sales decreased $144 million (1%) in 20%0G;@npared with
2009. The organic sales decline was due to a deziranew
equipment sales volume as a result of lower opépauislog entering
the year, partially offset by a strong volume reafwbin China. The
decrease in new equipment sales was partiallytdffseontinued
growth in the contractual maintenance business. dgyipment
orders improved 7% versus the prior year, led byngt order growth
in China. Selling prices remained under pressuredst markets.
Otis’s operating profits increased $128 million (5%62010, as
compared with 2009. Operational profit improvem@sb) resulted
from higher maintenance volume and the benefits fomgoing cost
reduction initiatives, more than offsetting the aapof lower new
equipment volume and pricing. The decrease cortétbhy “Other”
primarily reflects the absence of a $52 millionrgagcognized in
2009 on the re-measurement to fair value of a presly held equity
interest in a joint venture resulting from the ghase of a controlling
interest.

2009 Compared with 2008

Otis’s sales decreased $1,161 million (9%) in 2@89%compared with
2008. The organic sales decline was attributabkedecrease in new
equipment sales as difficult economic conditionsesskely impacted
global construction. New equipment orders declid&th versus the
prior year, which contributed to lower new equiptnsales across all
geographic regions.

Otis’s operating profits decreased $30 million (162009, as
compared with 2008. Operational profit improvemesstulted from
increased volume and improved margins in the conted
maintenance business, lower commodity costs anbehefits from
aggressive cost reduction initiatives. Improvedgires in the
contractual maintenance business were the resplodictivity
improvements from restructuring and other cost ¢édo actions.
The 3% increase contributed by “Other” in 2009eett a gain
recognized in the second quarter of 2009 on theeasurement to
fair value of a previously held equity interesgijpint venture
resulting from the purchase of a controlling ing¢r@nd the absence
of provisions for certain accounting issues disceslat a subsidiary
in Brazil in late 2008.

Carrier is the world’s largest provider of HYAC and refrigdon
solutions, including controls for residential, coencial, industrial
and transportation applications. Carrier also glesiinstallation,
retrofit and aftermarket services for the prodiicsells and those of
other manufacturers in the HVAC and refrigeratiodustries. During
2010 and 2009, as



part of its ongoing business transformation styat&grrier
completed divestitures of several lower-margin besses, acquired
several higher margin service businesses, and fbumetures in
parts of the U.S., Europe, the Middle East, Augtrahd Asia.
Carrier’s products and services are sold underi&@and other brand
names to building contractors and owners, homeasyner
transportation companies, retail stores and foodsE=companies.
Carrier sells directly to the end customer andugtomanufacturers’
representatives, distributors, wholesalers, dealedsretail outlets.
Certain of Carrier's HVAC businesses are seasamakan be
impacted by weather. Carrier customarily offercitstomers
incentives to purchase products to ensure an ateequpply of its
products in the distribution channels. The printipeentive program
provides reimbursements to distributors for offgnpromotional
pricing on Carrier products. We account for incemfpayments made
as a reduction to sales.

Factors Contributing to Total % Change Y-Ovel-Year in:
2010 2009
Operating Operating
Net Sales Profits Net Sale Profits
Organic sales / Operational
operating profit 6 % 39 % (16)% (34)%
Foreign currency translatic 1% — (3)% (1)%
Acquisitions and divestitures
net (7% 3% (5)% (3)%
Restructuring — 18 % — (5)%
Other — (16)% — L)%
Total % Changt — 44 % (24)% (44)%

2010 Compared with 2009

Carrier’s sales increased $51 million in 2010, @®gared with 2009.
Organic sales growth of 6% was driven primarilyitmprovement in
the transport refrigeration and Asian and Latin AwgeHVAC
markets, partially offset by a decline in the Ewgap commercial
HVAC equipment markets. The 7% decrease contriboyed
“Acquisitions and divestitures, net” in 2010 prinhareflects the net
year-over-year impact from the disposition of basses and the
formation of noncontrolling ventures globally.

Carrier’s operating profits increased $322 mill{dd%) in 2010, as
compared with 2009. The operational profit improeat(39%) was
largely driven by strong conversion on the orgasailes growth,
particularly in the higher margin transport refrigion business,
combined with the carry-over benefits of cost rditucand
restructuring (combined 54%), partially offset bgrieased
commodity costs and adverse pricing (17%). The =g
contributed by “Other” primarily reflects the yeaver-year net
impact of gains and losses resulting from dispms#tiassociated with
Carrier’s ongoing portfolio transformation. Thicindes an
approximately $58 million asset impairment charg2010
associated with
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disposition activity as well as the absence ofpreximately $60
million gain recognized in 2009 from the contritoutiof the majority
of Carrier’s U.S. Residential Sales and Distributimsiness into a
new venture formed with Watsco, Inc.

2009 Compared with 2008

Carrier’s sales decreased $3,482 million (24%)002 as compared
with 2008. The decline in organic sales is a resiNteak market
conditions across all businesses, particularlyhigber margin
transport refrigeration business where organicssadelined 37% in
20009.

Carrier’s operating profits decreased $576 millj¢4%) in 2009
compared with 2008 as almost all businesses exmerikcearnings
declines due to unfavorable market conditions. djerational profit
decrease was primarily due to the volume declif&d5 especially in
our higher margin transport refrigeration businéss,adverse cost
impact from worldwide currency shifts (5%), and Evequity
income from a joint venture in Japan (2%). Theseezk impacts
were partially offset by the favorable impact fraggressive cost
reduction and restructuring actions, and lowercoetmodity costs
(net combined 30%). The 1% decrease in “Other” grily reflects
lower gains from net acquisition and divestituré\éties. The
decrease contributed by “Acquisitions and divesinet” for both
sales and operating profits reflects the net year-gear operational
impact from acquisitions and divestitures complétethe preceding
twelve months, including the transaction with Watdac.

UTC Fire & Security is a global provider of security and fire safety
products and services. UTC Fire & Security providiestronic
security products such as intruder alarms, acaa#sat systems, and
video surveillance systems and designs and manuésca wide
range of fire safety products including specialtydrd detection and
fixed suppression products, portable fire extinbeis, fire detection
and life safety systems, and other firefightingipment. Services
provided to the electronic security and fire safatjustries include
systems integration, video surveillance, installatimaintenance and
inspection services. UTC Fire & Security also pd@a monitoring,
response and security personnel services, inclugisb-in-transit
security, to complement its electronic security firelsafety
businesses. In 2010, we completed the acquisifitmeoGE Security
business from GE. With the acquisition of GE SegutiTC
strengthened its portfolio of security and fireetgftechnologies for
commercial and residential applications, including detection and
life safety systems, intrusion alarms, video sulxete and access
control systems, and also significantly enhance® Bire &
Security’s North American presence. UTC Fire & Ségproducts
and services are used by governments, financitduitiens,
architects, building owners and developers, secarit fire



consultants and other end-users requiring a higtl & security and
fire protection for their businesses and residendé€ Fire &
Security provides its products and services undeib®, Kidde and
other brand names and sells directly to the custamevell as
through manufacturer representatives, distributbeajers and U.S.
retail distribution.

Factors Contributing to Total % Change Y-Ovel-Year in:

2010 2009
Operating Operating

Net Sales Profits Net Sale Profits

Organic sales /
Operational operating
profit

Foreign currency
translation

Acquisitions anc
divestitures, ne 19% 34% (1)%

Restructuring — % —

Other — — —

Total % Change 18% 45% (15)%

)% 2% )% 4%

2% 2% (7% (9)%
4%
(9)%
1%

(9)%

2010 Compared with 2009

UTC Fire & Security’s sales increased $987 mill{@B8%) in 2010,
as compared with 2009. Organically, the 3% salesraction was
driven by declines in the service and install besges, while the
products businesses were flat year-over-year. Ggbgrally, the
service and install businesses experienced weakm&sgope and
the Americas in 2010 as a result of poor econominitions,
partially offset by growth in Asia. The increasentibuted by
“Acquisitions and divestitures, net” reflects thet gear-over-year
impact from acquisition and divestitures compleatethe preceding
twelve months, led by the acquisition in March 2@fthe GE
Security business.

UTC Fire & Security’s operating profits increasez$ million
(45%) in 2010, as compared with 2009. The 2% opmeral profit
improvement reflects the benefits of integratingmagpions,
restructuring actions taken, and productivity atitres, partially
offset by the impact of organic volume contractidhe increase
contributed by “Acquisitions and divestitures, nptimarily reflects
the acquisition in March 2010 of the GE Securitgihess.

2009 Compared with 2008

UTC Fire & Security’s sales decreased $943 mil(ip5%) in 2009,
as compared with 2008. Organic sales contractianpsianarily
caused by declines in both the Americas and Uidiagdom Fire
Safety and Electronic Security businesses.

UTC Fire & Security’s operating profits decreasd® $nillion
(9%) in 2009, as compared with 2008. The operatiprait
improvement was due principally to the integratidrield
operations, the benefits of net cost reductionsifpoevious
restructuring actions, and the integration andioairtg productivity
and cost control initiatives which,
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when combined, more than offset the impact of diveek sales. The
increase contributed by “Acquisitions and divesdgy net” reflects
the net year-over-year impact from acquisition divetstitures
completed in the preceding twelve months, includirgthird quarter
of 2009 acquisition of additional shares of GSTir@aalarm system
provider in China.

Aerospace Businesses

The financial performance of Pratt & Whitney, Haioil Sundstrand
and Sikorsky is directly tied to the economic cdiodis of the
commercial aerospace and defense industries. ticyar, Pratt &
Whitney experiences intense competition for new rmencial
airframe/engine combinations. Engine suppliers ofésr substantial
discounts and other financial incentives, perforoeaand operating
cost guarantees, participation in financing arramgrets and
maintenance agreements. At times, the aerospaaeebsss also
enter into development programs and firm fixed-@development
contracts, which may require the company to best @gerruns
related to unforeseen technical and design chaketitat arise during
the development stage of the program. Customectsmts of engines
and components can also have a significant impatiter sales of
parts and service. Predicted traffic levels, lcattdrs, worldwide
airline profits, general economic activity and gibdefense spending
have been reliable indicators for new aircraft aftdrmarket orders
within the aerospace industry. Spare part salesaftadmarket
service trends are affected by many factors, inctydsage,
technological improvements, pricing, regulatoryrdpes and the
retirement of older aircraft. Performance in thaeral aviation sector
is closely tied to the overall health of the ecogand is positively
correlated to corporate profits.

The commercial airline industry rebounded in 2020 eontinues
to gain traction, as airlines benefit from airlinaffic growth, higher
yields and rising load factors. All major U.S. eids and most
European and Asian airlines returned to profitgbiti 2010. Airline
traffic, as measured by revenue passenger mileSIgiRRjrew in
2010, as compared with 2009, and we project RPMshdinue to
grow by approximately 6% in 2011. Although airlimesurned to
profitability in 2010, rising fuel prices will chiainge the airlines in
the near term to maintain capacity disciplinesedares, and
consider the need for more fuel efficient aircréifie have also seen a
favorable trend in commercial aftermarket growtlamknes were
adding capacity to their fleets leading to addilooverhaul and
repair maintenance requirements. Orders of shate@ommercial
aerospace spares grew year-over-year, with 18%throvPratt &
Whitney’s large commercial spares orders and a ib@¥ase in
Hamilton Sundstrand’s commercial spares orderssd irecreases in
order rates have led to a corresponding increasenmmercial
aerospace aftermarket volume at both Pratt &



Whitney and Hamilton Sundstrand, and accordingipsolidated
commercial aerospace aftermarket sales increasédri010, as
compared to 2009. We expect commercial aerospaeereirket
sales will continue to grow in 2011.

Similar to 2009, the overall business jet marketticwed to be
weak in 2010, reflecting the conditions from a glisg global
economy and weak corporate profits. Despite thésare seeing
some improvement in business aircraft indicatorsluiding a
decrease in used aircraft inventory in 2010, aspeoed to 2009,
although used aircraft inventory remains high, a#f as a reduction
in cancellations at business jet manufacturers. é¥ew the level of
net orders has not been substantial enough to gaoklogs. As a
result of the ongoing market weakness, we do npgeba recovery
in the business jet OEM market until at least 201#s weakness
will continue to put pressure on P&WC and corresjiog engine
shipments although we expect total overall engimprsents at
P&WC to increase in 2011, as compared to 2010 alirecreases
across other platforms, such as helicopters.

Although commercial helicopter deliveries remaitaa in 2010,
commercial helicopter orders increased towardsé¢wend half of
2010, indicative of a potentially healthier markeawever, it is not
clear whether this level of activity will continuéth stability.
Uncertainty among helicopter operators regardirgtpact of the
offshore drilling moratorium in the U.S. remainst bas been
moderated by exploration and production initiatiredeveloping
markets. Strong government military spending carthto drive
military helicopter demand and, as a result, Skgsmilitary
backlog remains strong. Consolidated military OEdles increased
4% in 2010, as compared with 2009, driven by SikyprEor 2011,
we expect production of U.S. government Black Hank Naval
Hawk helicopters at Sikorsky to level off, with dand for
international military helicopters increasing.

Deficit reduction measures considered by the Uo8egiment are
expected to pressure the U.S. Department of Defaundget in the
coming years, resulting in a decline in U.S. Daparit of Defense
spending. Total sales to the U.S. government & Bilion, $9.3
billion, and $8.0 billion in 2010, 2009, and 20@8spectively, were
18% of total UTC sales in 2010 and 2009, and 1420®8. The
defense portion of our aerospace business is affdnt changes in
market demand and the global political environm&nir
participation in long-term production and developitngrograms for
the U.S. government has contributed positivelyupresults in 2010
and is expected to continue to benefit resultDihl2

Pratt & Whitney is among the world’s leading suppliers of aircraft
engines for the commercial, military, businessajed

general aviation markets. Pratt & Whitney GlobahB=s provides
maintenance, repair and overhaul services, inctuthia sale of spare
parts, as well as fleet management services fge leommercial
engines. Pratt & Whitney produces families of ergifor wide and
narrow body aircraft in the commercial and militanarkets. Pratt &
Whitney Power Systems sells aero-derivative endimeimdustrial
applications. P&WC is a world leader in the proéuciof engines
powering business, regional, light jet, utility amditary aircraft and
helicopters and provides related maintenance, repai overhaul
services, including sale of spare parts, as wdleas management
services. Pratt & Whitney Rocketdyne (PWR) is @légan the
design, development and manufacture of sophisticetace
propulsion systems for military and commercial &gilons,
including the U.S. space shuttle program. Pratt Bithéy’s products
are sold principally to aircraft manufacturersliaés and other
aircraft operators, aircraft leasing companiescspaunch vehicle
providers and the U.S. and foreign governmentst Brivhitney’s
products and services must adhere to strict regylaind market-
driven safety and performance standards. The fratyuehanging
nature of these standards, along with the longturaf aircraft
engine development, production and support prograrestes
uncertainty regarding engine program profitabilije vast majority
of sales are made directly to the end customertaral|imited extent,
through independent distributors and foreign sadpsesentatives.
Pratt & Whitney is currently developing technoldgsended to
enable it to power proposed and future aircrafiiuiding the
PurePower PW1000G Geared TurboFan engine. The GwetP
PW1000G engine targets a significant reductiorugl burn and
noise levels with lower environmental emissions aperating costs
than current production engines. In December 28i®us
announced that it will offer the PurePower PW10@0@ine as a new
engine option to power its A320neo family of aiftscheduled to
enter service in 2016. Additionally, PurePower P0G engine
models have been selected by Bombardier to poweandiv CSeries
passenger aircraft and by Mitsubishi Heavy Indastto power the
new Mitsubishi Regional Jet (MRJ), scheduled teeimto service in
2013 and 2014, respectively. In 2009, the Irkutpgdeoation of Russia
also selected the PurePower PW1000G engine to pbegrroposed
new Irkut MC-21 passenger aircraft, which is plaht@enter into
service in 2016. The success of these aircraftl@mé@®urePower
PW1000G engine is dependent upon many factorsdimgju
technological challenges, aircraft demand, andleggry approval.
Based on these factors, as well as the level afesscof aircraft
program launches by aircraft manufacturers andr atheditions,
additional investment in the PurePower program bwyequired.



In view of the risks and costs associated with tgmirg new
engines, Pratt & Whitney has entered into collatlonaarrangements
in which sales, costs and risks are shared. At Dbee 31, 2010, the
interests of third party participants in Pratt & iviley-directed
commercial jet engine programs ranged from 14 periwed8
percent. In addition, Pratt & Whitney has intereéstether engine
programs, including a 33 percent interest in therhational Aero
Engines (IAE) collaboration, which sells and supe&2500 engines
for the Airbus A320 family of aircraft. At Decemb@gt, 2010,
portions of Pratt & Whitney’s interests in IAE (egalent to 4
percent of the overall IAE collaboration) were hbidthird party
participants. Pratt & Whitney also has a 50 pera@stest in the
Engine Alliance (EA), a joint venture with GE Aviia, which
markets and manufactures the GP7000 engine fakithes A380
aircraft. At December 31, 2010, 40 percent of R&atthitney’s 50
percent interest in the EA was held by third pasyticipants. Pratt &
Whitney continues to pursue additional collaborapartners.

Factors Contributing to Total % Change Y-Ovel-Year in:
2010 2009
Operating
Operating
Net Sales Profits Net Sale Profits
Organic sales* /
Operational
operating profit* — 3)% (9)% (5)%
Foreign currency
(including
P&WC net
hedging)* 4% 9% 2)% (6)%
Restructuring — 3% — 3)%
Other — (L% — —
Total % Change 4 % 8 % (11)% (14)%

* As discussed further in the “Business Overviewti&Results of Operationsections, fo
Pratt & Whitney only, the transactional impact ofdign exchange hedging at P&WC |
been netted against the translational foreign exgdampact for presentation purposes in
the above table. For all other segments, theséfoexchange transactional impacts are
included within the organic sales/operational opeggprofit caption in their respective
tables. Due to its significance to Pratt & Whitrepverall operating results, we believe it
is useful to segregate the foreign exchange traéiosat impact in order to clearly identi
the underlying financial performanc

2010 Compared with 2009

Pratt & Whitney’s sales increased $543 million (4862010, as
compared with 2009. Organic sales were essenflatlyear-over-
year. Growth in the large commercial engine busir{é%o), driven by
higher commercial spares and aftermarket salesnesyand an
increase in the military engine business (1%) gméi engine
deliveries, were mostly offset by lower sales aW¥& (2%) due to
decreased engine sales volume and a decline agPvdhitney
Power Systems (2%) from lower industrial sales nms. The impact
from foreign currency

(4%) reflects the beneficial transactional impddooeign exchange
hedging at P&WC.

Pratt & Whitney’s operating profits increased $1Biflion (8%) in
2010, as compared with 2009. The operational pdefifine
(3%) primarily reflects higher year-over-year resbaand
development costs. Lower profits at P&WC (9%) dnivey decreased
engine sales volumes were offset by higher prefiticbution from
the large commercial engine business (6%) drivehiglger
commercial spares and aftermarket sales volumesamimtrease in
the military engine business (3%).

2009 Compared with 2008
Pratt & Whitney's sales decreased $1,457 milliate4) in 2009, as
compared with 2008. The decrease was primarilibatable to
decreased engine shipments and lower aftermarkatneocat P&WC
(4%), lower commercial spares and aftermarket vel(486), and the
adverse impact of net hedging activity (2%).

Pratt & Whitney’s operating profits decreased $&8lfion
(14%) in 2009, as compared with 2008. The operatidacline was
primarily driven by lower aftermarket volumes aretrbased engine
shipments in the large commercial engine busir@Xg and at
P&WC (5%), partially offset by the favorable impadtiower
research and development spending (6%) and thi pootribution
from higher military engine volumes (2%).

Hamilton Sundstrand is among the world’s leading suppliers of
technologically advanced aerospace and industrgalyzts and
aftermarket services for diversified industries iatide. Hamilton
Sundstrand’s aerospace products, such as poweragjene
management and distribution systems, flight cordystems, engine
control systems, environmental control systems,giotection and
detection systems, auxiliary power units and plepslystems, serve
commercial, military, regional, business and gelrerition, as well
as military ground vehicle, space and undersedctions.
Aftermarket services include spare parts, overhadirepair,
engineering and technical support and fleet maartee programs.
Hamilton Sundstrand sells aerospace products fiauaie
manufacturers, the U.S. and foreign governmentsr,adt operators
and independent distributors. Hamilton Sundstrapdiscipal
industrial products, such as air compressors, ingteumps and
fluid handling equipment, serve industries involweith chemical
and hydrocarbon processing, oil and gas produchater and
wastewater treatment and construction. HamiltordSwand sells
these products under the Sullair, Sundyne, Miltoy Bnd other
brand names directly to end



users, and through manufacturer representativediatributors.

Factors Contributing to Total % Change Y-Ovel-Year in:
2010 2009
Operating Operating
Net Sales Profits Net Sale Profits
Organic sales / Operation
operating profit 1% 8 % (7% (11)%
Foreign currency
translation — (1)% (1)% (1)%
Acquisitions anc
divestitures, ne — — )% )%
Restructuring — 6 % — (7Y%
Other — (6)% — (2)%
Total % Change 1% 7 % (9% (22)%

2010 Compared with 2009

Hamilton Sundstrand’s sales increased $48 millidn)(in 2010, as
compared with 2009. The organic sales growth refleigher
volumes in the industrial business (2%), partiaffiget by a decline
in the aerospace business (1%). The industriahbasiincrease was
led by the compressor business attributable torgéimereases in
infrastructure and industrial spending particulanlyhe U.S. and
Asia. The decline within the aerospace businessatsflower OEM
sales volume (2%) partially offset by an increasthe aftermarket
business (1%) primarily as a result of higher comuiaéspares and
repair volume.

Hamilton Sundstrand’s operating profits increasétl illion
(7%) in 2010, as compared with 2009. The 8% impmuaet in
operational profit reflects an increase in the Btdal business (7%),
reflecting the benefit from higher volumes and gesiuction
initiatives, and an increase within the aerospamsiness (1%). The
1% improvement within aerospace reflects favoraleleoperating
performance, including the benefit of ongoing aestuction
initiatives, and volume growth from higher margonumercial
aftermarket sales partially offset by the impaotriradverse mix
within OEM sales (net combined 8%). This 8% improeat was
mostly offset by higher year-over-year researchaeklopment
costs (7%). The decrease contributed by “Otherharily reflects the
impact of an asset impairment charge recorded 10 26lated to the
expected disposition of an aerospace businesshanabsence of a
gain from the sale of a business in 2009.

2009 Compared with 2008

Hamilton Sundstrand’s sales decreased $567 mil8ét) in 2009, as
compared with 2008. The organic sales declinectflower
volumes in both the industrial (4%) and aerospaes) (businesses.
The decrease within aerospace was primarily ataliia to
aftermarket volume declines.
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Hamilton Sundstrand’s operating profits decreasatP$million
(22%) in 2009, as compared with 2008. The decrasperational
profit reflects declines in the aerospace (13%)iaddstrial (4%)
businesses, partially offset by lower year-overryeaearch and
development costs (6%). The 2% decrease in “Otwmiarily
reflects the net year-over-year impact of gainsgeized in 2008
relating to divestiture activities.

Sikorsky is the world’s largest helicopter company. Sikorsky
manufactures military and commercial helicopterd also provides
aftermarket helicopter and aircraft parts and sesziln December
2007, the U.S. government and Sikorsky signedexyear multi-
service contract for 537 H-60 helicopters to bevéetd to the U.S.
Army and U.S. Navy, which include the UH-60M, HHNSOMH-
60S and MH-60R. The current contract value for etgubdeliveries
over the five year term is approximately $8.5 billiand includes
options for an additional 263 aircraft, spare patsl kits, with the
total contract value potentially reaching $11.éidnil making it the
largest contract in UTC and Sikorsky history. A¢taiduction
quantities will be determined year-by-year overlifeeof the
program based on funding allocations set by Cosgrad Pentagon
acquisition priorities. The deliveries of the a@ftrare scheduled to be
made through 2012. Sikorsky is also developingdhie53K next
generation heavy lift helicopter for the U.S. Mari@orps and the
CH-148 derivative of the H-92 helicopter, a miljtasariant of the S-
92 helicopter, for the Canadian government. Therdas being
developed under an approximately $3 billion firirefl-price
contract that provides for the development, prada¢tand 24-year
logistical support of 28 helicopters. This is taeglest and most
expansive fixed-price development contract in Sikgis history. As
previously disclosed, in June 2010 Sikorsky anddheadian
government signed contract amendments that retleedelivery
schedule and contract specifications, and estadalifie requirements
for the first six interim aircraft deliveries to &ple initial operational
test and evaluation activities prior to the schedwuelivery of final
configuration helicopters starting in June 20122 Bmendments also
included modifications to the liquidated damagédwesiile,
readjustment of payment schedules, resolution ehafisputes and
other program enhancements. Delivery of the intedmfiguration
helicopters was scheduled to commence in NoveniiH,but is
now expected to begin in the first quarter of 2(ikorsky’s
aftermarket business includes spare parts saleghawl and repair
services, maintenance contracts and logistics stippagrams for
helicopters and other aircraft. Sales are printipabde to the U.S.
and foreign governments, and commercial helicopperators.
Sikorsky is increasingly engaging in logistics sopgprograms and
partnering with its government and commercial



customers to manage and provide logistics, maintnand repair
services.

Factors Contributing to Total % Change Y-Ovel-Year in:
2010 2009
Operating Operating
Net Sales Profits Net Sale Profits
Organic sales / Operatior
operating profit 6 % 17 % 18 % 36 %
Acquisitions and
divestitures, ne — (1)% — —
Restructuring — (1)% — (1)%
Other — 3% — (8)%
Total % Change 6 % 18 % 18 % 27 %

2010 Compared with 2009

Sikorsky’s sales increased $397 million (6%) in @04s compared
with 2009. The organic sales growth was primarityilautable to
higher military aircraft sales (6%), partially oftsby the impact of
fewer aircraft deliveries from commercial operaid@%) due to
continued commercial market weakness. Sales freennadrket
support increased (2%) primarily driven by highélitary sales
volume and aircraft modernizations.

Sikorsky's operating profits increased $108 mill{@8%) in 2010,
as compared with 2009. The operational profit improent was
primarily attributable to increased military airftraales (15%),
partially offset by a decline in commercial opesas (2%) due to
unfavorable aircraft configuration mix and fewetiveries as a result
of continued commercial market weakness. Improvermen
aftermarket support (4%) was driven by higher muilitsales and
aircraft modernizations. Higher year-over-year agse and
development costs were substantially offset by lawanufacturing
costs. The 3% increase contributed by “Other” pripaeflects the
absence of prior year costs associated with a woatract ratified in
20009.

2009 Compared with 2008
Sikorsky's sales increased $941 million (18%) i@20as compared
with 2008. The organic sales increase was primdrilyen by higher
volumes of military aircraft deliveries partiall§fset by a reduction
in commercial aircraft sales due to a competitivarkatplace.
Sikorsky's operating profits increased $130 mill{@7%) in 2009,
as compared with 2008. The operational profit improent was
primarily attributable to increased aircraft deties and favorable
aircraft mix (41%) within the military market, patfly offset by
reduced operational profit (10%) within commercipkrations due
primarily to a competitive marketplace. The remaindf the increase
is primarily comprised of favorable contract adshts. The 8%
decrease in “Other” primarily reflects the advermapact associated
with a new union contract.
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Eliminations and other

Eliminations and other reflects the eliminatiorsaefes, other income
and operating profit transacted between segmentsgh as the
operating results of certain smaller businessels aadJTC Power
and Clipper. The year-over-year change in the dimgrarofit
elimination in 2010, as compared with 2009, is faniity attributable
to the previously disclosed impairment charge onimeestment in
Clipper and higher legal costs, partially offsetthg net impact from
the absence of certain items in 2009. These p&ar items include
curtailment charges related to the impact of heanceductions on
our domestic pension plans and to increased innenéserves and
project related reserves recorded at UTC Power.

Liquidity and Financial Condition

(Dollars in millions) 2010 200¢
Cash and cash equivale! $ 4,083 $ 4,44¢
Total debt 10,289 9,744
Net debt (total debt less cash and cash equival 6,206 5,29
Total equity 22,332 20,99¢
Total capitalization (debt plus equity) 32,621 30,74:
Net capitalization (debt plus equity less cash @ash

equivalents’ 28,538 26,294
Debt to total capitalizatio 32% 32%
Net debt to net capitalizatic 22% 20%

We assess our liquidity in terms of our abilitygenerate cash to
fund our operating, investing and financing acié&t Our principal
source of liquidity is operating cash flows, whielfter netting out
capital expenditures, we target to equal or exeextdncome
attributable to common shareowners. In additioogerating cash
flows, other significant factors that affect oureo&ll management of
liquidity include: capital expenditures, customieahcing
requirements, investments in businesses, dividermismon stock
repurchases, pension funding, access to the conahpaper
markets, adequacy of available bank lines of creditl the ability to
attract long-term capital at satisfactory terms.

Although the global financial crisis experiencecethe last
several years has subsided, the recovery remaigiefand uneven
and demand for credit availability remains highligit of these
circumstances, we continue to assess our curreitidas, are closely
monitoring the impact on our customers and supplend have
determined that overall there has not been a signif effect on our
financial position, results of operations or ligtydduring 2010. Due
to the substantial improvement in equity marketsrdythe course of
2010 and 2009, our domestic pension funds experibagositive
return on assets of approximately 15% and 21%gemsely. The
continued recognition of prior pension losses dweditnpact of a
lower discount rate, partially offset by additiofiahding and the
positive returns experienced during 2010, is exqubtd



increase pension expense in 2011 by approximafdd9 #illion as
compared to 2010.

Approximately 89% of our domestic pension plansiavested in
readily-liquid investments, including equity, fix@ttome, asset
backed receivables and structured products. Thenbalof our
domestic pension plans (11%) is invested in legsidi but market-
valued investments, including real estate and fieguity.

As discussed further below, our strong debt ratargs financial
position have historically enabled us to issue {@rgn debt at
favorable market rates, including our issuance202% billion of
long-term debt in February 2010. Our ability toabtdebt financing
at comparable risk-based interest rates is paffyetion of our
existing debt-to-total-capitalization level as wasl our current credit
standing.

At December 31, 2010, we had new committed revgleiredit
agreements from banks permitting aggregate borgsvirfi up to $3.0
billion under a $1.6 billion revolving credit agreent and a $1.4
billion multicurrency revolving credit agreementhish expire in
November 2014 and December 2014, respectively.eThew
revolving credit agreements were signed on Nover8be2010 and
December 3, 2010, respectively, to replace our éonmavolving
credit agreements which had permitted aggregateworgs of up to
$2.5 billion under a $1.5 billion revolving credigreement and a $1.0
billion multicurrency revolving credit agreementiain were set to
expire in October 2011 and November 2011, respagtis of
December 31, 2010 and 2009, there were no borrenxinger these
revolving credit agreements. The undrawn portidnsuo revolving
credit agreements are also available to servedaipdacilities for
the issuance of commercial paper. In December 20d0Omaximum
commercial paper borrowing authority was incredsech $2.5
billion to $3 billion. In addition, at December 3010,
approximately $2 billion was available under shertn lines of
credit with local banks at our various domestic arernational
subsidiaries.

We continue to have access to the commercial papsétets and
our existing credit facilities, and expect to cant to generate strong
operating cash flows. While the impact of continneatket volatility
cannot be predicted, we believe we have sufficipetrating
flexibility, cash reserves and funding sources &intain adequate
amounts of liquidity and to meet our future opemgttash needs.

Given our extensive international operations, nodstur cash is
denominated in foreign currencies. We manage ouldwide cash
requirements by considering available funds ambegiany
subsidiaries through which we conduct our busiaeskthe cost
effectiveness with which those funds can be acde3se
repatriation of cash balances from certain of as&iaries could
have adverse tax consequences or be subject talazgitrols;
however, those balances are
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generally available without legal restrictions tmdl ordinary
business operations. As discussed in Note 10, festhexceptions,
U.S. income taxes have not been provided on uiidlistd earnings
of international subsidiaries. Our intention igémvest these
earnings permanently or to repatriate the earromfjswhen it is tax
effective to do so.

As also discussed in Note 10, changes in U.S egislation
enacted during 2010 led to management’s decisioegatriate an
increased amount of current year high tax dividdndke U.S. in
2010. The favorable tax benefit generated by thesddends was
substantially offset by the tax cost related tortatriation of other
current year earnings. As a result, approximat&l $illion of
foreign subsidiary cash was repatriated to the duging 2010,
primarily through receipt of dividends from currgmar earnings, the
tax free return of capital, and intercompany lodrese funds were
largely used to repay commercial paper borrowirigearend.

On occasion, we are required to maintain cash dtspeih certain
banks with respect to contractual obligations eglab acquisitions or
divestitures or other legal obligations. As of Deber 31, 2010 and
2009, the amount of restricted cash was approxign@#s million
and $43 million. As of December 31, 2010, all riestd cash was
included in current assets. As of December 31, 28pfroximately
$41 million of restricted cash was included in emtrassets and $2
million was included in long-term assets.

We believe our future operating cash flows willsbéficient to
meet our future operating cash needs. Furtheraloility to obtain
debt or equity financing, as well as the avail&pilinder committed
credit lines, provides additional potential sourobquidity should
they be required.

Cash Flow from Operating Activities

2010
$5,906

200¢
$5,35¢

(Dollars in millions)
Net cash flows provided by operating activit

The increase in cash generated from operatingiteesn 2010 as
compared with 2009, is due to the increase inmmtme attributable
to common shareowners. Higher working capital caglnirements in
2010 were offset by the net combined improvementstier
operational accounts reflecting normal operati@asivity. Although
working capital generated a $525 million cash wfio 2010, it was
$540 million lower than the approximately $1.1ibitl cash inflow
generated during 2009. This decline of $540 millie2010 was
primarily driven by improved sales volumes thaulesd in higher
working capital requirements. Although working daplevels grew,
the rate of growth was restrained due to a stroagagement focus
on base working capital levels.

The funded status of our pension plans is depengmnt many
factors, including returns on invested assets hedevel



of market interest rates. We can contribute castoorpany stock to
our plans at our discretion, subject to applicabtpulations. Total
cash contributions to our global defined benefitgien plans during
each of 2010 and 2009 were approximately $1.3hillWe also
contributed $250 million in UTC common stock togheplans during
2010. We did not contribute any UTC common stocth&se plans
during 2009. As of December 31, 2010, the totaéstment by the
defined benefit pension plans in our securities amoximately 3%
of total plan assets. Improved investment retuntsadditional
voluntary pension contributions during 2010 haverioved the
funded status of all plans, helping to minimizeufetfunding
requirements. We expect to make contributions pfagmately
$450 million to our global pension plans in 20Xigluding
approximately $250 million to our domestic plansn@ibutions to
our defined pension plans in 2011 are expectedeet ior exceed the
current funding requirements.

Cash Flow from Investing Activities

2010
$(3,187)

200¢
$(1,104)

(Dollars in millions)
Net cash flows used in investing activit

The year-over-year increase in the net use of tasls from
investing activities is largely a result of a $Billion increase in our
cash investment in businesses in 2010 as compatle@®)9. The
cash investment in businesses across all of ouatipes in 2010 was
approximately $2.8 billion and primarily reflectgetacquisition of
the GE Security business for approximately $1.8oniland the
acquisition of Clipper for approximately $350 nolt. The remainder
consisted of a number of small acquisitions in mthaerospace and
commercial businesses. Cash investment in businessess all of
our operations in 2009 was $703 million and prifyazonsisted of a
number of small acquisitions in both our aerospawtcommercial
businesses, including the acquisition of a coritrglinterest in GST
Holdings Limited (GST), a fire alarm system providte China. The
acquisition of these additional shares in GST vaasiglly funded
from cash that was previously restricted. We expmet investments
in businesses in 2011 to approximate $1.5 billlkmwever, actual
acquisition spending may vary depending upon thet,
availability and appropriate value of acquisitiggportunities.

Customer financing activities was a net use of cd$$55 million
in 2010, compared to a net use of cash of $91amifior 2009. While
we expect that 2011 customer financing activityl bél a net use of
funds, actual funding is subject to usage undestiexj customer
financing commitments during the year. We may alsange for
third-party investors to assume a portion of oungotments. We
had commercial aerospace financing and other czintth
commitments of
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approximately $2.0 billion related to commerciateaft and certain
contractual rights to provide product on new aifitqpéatforms at
December 31, 2010; as much as $384 million of titetanding
commitments may be required to be disbursed d@@id. Refer to
Note 4 to the Consolidated Financial Statementadaiitional
discussion of our commercial aerospace industrgtassid
commitments.

Cash Flow from Financing Activities

2010
$(3,153)

200¢
$(4,197)

(Dollars in millions)
Net cash flows used in financing activit|

The timing and levels of certain cash flow actisti such as
acquisitions and repurchases of our stock, havéteekin the
issuance of both long-term and short-term debt. @emial paper
borrowings and revolving credit facilities providiort-term liquidity
to supplement operating cash flows and are usegefioeral corporate
purposes, including the funding of potential acijjoiss and
repurchases of our stock. We had no commercialrpagstanding at
December 31, 2010 or 2009. During the fourth quart®010, the
cash that management decided to repatriate to .fBe &b a result of
recent U.S. tax law changes, was largely usedgayreommercial
paper balances that were outstanding as of Septe38b2010.

In February 2010, we issued $2.25 billion of loegat debt. We
used the net proceeds from these issuances pyriafiind a portion
of the acquisition of the GE Security business tanepay
commercial paper borrowings. In May 2010, we repléentire
$600 million outstanding principal amount of ouB75% notes at
maturity. In June 2010, we redeemed the entire $aildN
outstanding principal amount of our 7.125% noted tould
otherwise have been due November 15, 2010 andpte®ber 2010,
we redeemed the entire $500 million outstandinggipial amount of
our 6.350% notes that would otherwise have beeritreh 1, 2011.
In February 2009, we redeemed the entire $500anithutstanding
principal amount of our LIBOR+.07% floating ratetes that would
otherwise have been due June 1, 2009 at a redemptae in U.S.
dollars equal to 100% of the principal amount, phisrest accrued.
In June 2009, we repaid the entire $400 milliorstartding principal
amount of our 6.500% notes due 2009 at maturitfpdnember 2009,
we redeemed the entire $33 million outstandinggipa amount of
our 7.675% ESOP debt that was due December 10, &099
redemption price in U.S. dollars equal to 100%hef principal
amount, plus interest accrued.

Financing cash outflows for 2010 and 2009 incluttedrepurchase
of 31.0 million and 19.1 million shares of our commstock for
approximately $2.2 billion and $1.1 billion,



respectively, under a 60 million share repurchasgnam. On March
10, 2010, the Board of Directors authorized a n@wn@lion
common share repurchase program that replacedeh®ops
program, approved in June 2008, which was neadngpetion.
Approximately 4.9 million of the shares repurchadadng 2010
were repurchased under the previous program amépately 26.1
million under the new program. In addition to ma@agnt’s view
that the repurchase of our common stock is a baakfivestment,
we also repurchase to offset the dilutive effedhefissuance of stock
and options under the stock-based employee bemefitams. At
December 31, 2010, we had remaining authority ponehase
approximately 33.9 million shares under the curgngram. We
expect total share repurchases in 2011 to appragifas billion;
however, total repurchases may vary depending vpoaus factors
including the level of other investing activities.

We paid dividends of $0.425 per share in the §strter of 2010
totaling $373 million, $0.425 per share in the setquarter of 2010
totaling $371 million, $0.425 per share in thedhjuarter of 2010
totaling $370 million, and $0.425 per share inftheth quarter of
2010 totaling $368 million. During 2009, an aggregdl,356 million
of cash dividends were paid to shareowners.

Critical Accounting Estimates

Preparation of our financial statements requiresagament to make
estimates and assumptions that affect the repartexdints of assets,
liabilities, revenues and expenses. Note 1 to thresGlidated
Financial Statements describes the significantating policies
used in preparation of the Consolidated Finandie®nents.
Management believes the most complex and sengiiiiggnents,
because of their significance to the Consolidatedri€ial
Statements, result primarily from the need to medténates about
the effects of matters that are inherently uncerfihe most
significant areas involving management judgmentsestimates are
described below. Actual results in these areagdodiffier from
management’s estimates.

Long-term Contract AccountingVe utilize percentage of completion
accounting on certain of our long-term contractse percentage of
completion method requires estimates of futuremaes and costs
over the full term of product and/or service detivéVe also utilize
the completed-contract method of accounting oragefesser value
commercial contracts. Under the completed-contraathod, sales
and cost of sales are recognized when a contraohipleted.

Losses, if any, on long-term contracts are provigedvhen
anticipated. We recognize loss provisions on oabeguipment
contracts to the extent that estimated inventogiathnufacturing,
engineering, product warranty and product
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performance guarantee costs, as appropriate, exteguojected
revenue from the products contemplated under theactual
arrangement. For new commitments, we generallyrdeloss
provisions at the earlier of contract announcemeigbntract signing
except for certain requirements contracts undechvlisses are
recorded based upon receipt of the purchase dfdeexisting
commitments, anticipated losses on contracts amgrezed in the
period in which losses become evident. Productsecoplated under
the contractual arrangement include products psethander the
contract and, in the large commercial engine bssineiture highly
probable sales of replacement parts required hylagn that are
expected to be purchased subsequently for incdipaoriato the
original equipment. Revenue projections used iemeining contract
loss provisions are based upon estimates of thetitygpricing and
timing of future product deliveries. We generakigognize losses on
shipment to the extent that inventoriable manufaogucosts,
estimated warranty costs and product performanaeagtee costs, as
appropriate, exceed revenue realized. We measeiextent of
progress toward completion on our long-term comiakeerospace
equipment and helicopter contracts using unitsetif’dry. In
addition, we use the cost-to-cost method for etmvaid escalator
sales, installation and modernization contracthércommercial
businesses. For long-term aftermarket contractseaegnize
revenue over the contract period in proportiorhto¢osts expected to
be incurred in performing services under the cahti@ontract
accounting also requires estimates of future coats the
performance period of the contract as well as éimate of award
fees and other sources of revenue.

Contract costs are incurred over a period of twldch can be
several years, and the estimation of these cogtsres
management’s judgment. The long-term nature ofeticestracts, the
complexity of the products, and the strict safetgl performance
standards under which they are regulated can aftecability to
estimate costs precisely. As a result, we reviesvigtate our cost
estimates on significant contracts on a quartealidy and no less
frequently than annually for all others, or wherceimstances change
and warrant a modification to a previous estiméte.record
adjustments to contract loss provisions in earningke period
identified.

Income TaxesThe future tax benefit arising from net deductible
temporary differences and tax carryforwards wa$é $8lion at
December 31, 2010 and $3.8 billion at Decembe8@9.
Management believes that our earnings during thiegsewhen the
temporary differences become deductible will bédisieht to realize
the related future income tax benefits. For thasisgictions where
the expiration date of tax carryforwards or thejgeted operating
results indicate that realization is not likelwaluation allowance is
provided.



In assessing the need for a valuation allowancesstienate future
taxable income, considering the feasibility of oimgatax planning
strategies and the realizability of tax loss camyfards. Valuation
allowances related to deferred tax assets canfbeted by changes
to tax laws, changes to statutory tax rates anddutxable income
levels. In the event we were to determine that weald/not be able to
realize all or a portion of our deferred tax asgetbe future, we
would reduce such amounts through an increasetexigense in the
period in which that determination is made or wkenlaw changes
are enacted. Conversely, if we were to determiatvte would be
able to realize our deferred tax assets in thedutuexcess of the net
carrying amounts, we would decrease the recordetian
allowance through a decrease to tax expense ipetied in which
that determination is made. Effective with our Jamul, 2009
adoption of the provisions of the Business Comimmat Topic of the
FASB ASC, adjustments for valuation allowances efered taxes
and acquired tax contingencies associated witrsabsss
combination will generally affect income tax expers opposed to
being recorded as an adjustment to goodwill.

In the ordinary course of business there is inttaregertainty in
quantifying our income tax positions. We assessrmome tax
positions and record tax benefits for all yeargestlio examination
based upon management’s evaluation of the factayjrastances and
information available at the reporting date. Farsttax positions
where it is more likely than not that a tax benefit be sustained, we
have recorded the largest amount of tax benefit wigreater than
50% likelihood of being realized upon ultimate kegitent with a
taxing authority that has full knowledge of alleeant information.
For those income tax positions where it is not nitedy than not
that a tax benefit will be sustained, no tax berefs been recognized
in the financial statements. See Notes 1 and 1i@et@onsolidated
Financial Statements for further discussion.

Goodwill and Intangible Asset®ur investments in businesses in
2010 totaled $2.8 billion, including approximat&9 million of debt
assumed. The assets and liabilities of acquirethesses are
recorded under the purchase method of accountitigeamtestimated
fair values at the dates of acquisition. Goodvéipnesents costs in
excess of fair values assigned to the underlyingssets of acquired
businesses. Intangible assets consist of servitolos, patents and
trademarks, customer relationships and other iiliémgssets.
Included within other intangible assets are comimeeazrospace
payments made to secure certain contractual righgsovide product
on new aircraft platforms. Payments made on thestactual
commitments are to be amortized as the related anét delivered.
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Goodwill and intangible assets deemed to have inidefives are
not amortized, but are subject to annual impairnesting. This
testing compares carrying values to fair values ainén appropriate,
the carrying value of these assets is reducedrtodlue. The
identification and measurement of goodwill impairmhmvolves the
estimation of the fair value of reporting units.€Téstimates of fair
value of reporting units are based on the bestrimftion available as
of the date of the assessment, which primarily ipomates
management assumptions about expected future lcagh) fncludes
market assumptions, and contemplates other vatutgimhniques.
Future cash flows can be affected by changes imsing or market
conditions or the rate and extent to which antiggaynergies or
cost savings are realized with newly acquired iestitzWe completed
our assessment of goodwill as of July 1, 2010 adrchined that no
impairment existed at that date. Although no sigaift goodwill
impairment has been recorded to date, there cao lassurances that
future goodwill impairments will not occur. Howeyer 10%
decrease in the estimated fair value of any ofreporting units at the
date of our 2010 assessment would not have resaltedoodwill
impairment charge. See Note 2 to the ConsolidaiteginEial
Statements for further discussion.

Product PerformanceWe extend performance and operating cost
guarantees beyond our normal service and warrantigigs for
extended periods on some of our products, partigut@mmercial
aircraft engines. Liability under such guarantedsased upon future
product performance and durability. In addition, meur
discretionary costs to service our products in estion with product
performance issues. We accrue for such costs thatrabable and
can be reasonably estimated. The costs associétethese product
performance and operating cost guarantees recgtireages over the
full terms of the agreements, and require managetoaonsider
factors such as the extent of future maintenangainrements and the
future cost of material and labor to perform thevises. These cost
estimates are largely based upon historical expegieSee Note 15 to
the Consolidated Financial Statements for furthigeussion.

Contracting with the U.S. Governmer®ur contracts with the U.S.
government are subject to government oversightaaiiit. Like many
defense contractors, we have received audit repehish
recommend that certain contract prices should theced to comply
with various government regulations. Some of thasdit reports
have involved substantial amounts. We have madetady refunds
in those cases we believe appropriate, have setie@ allegations
and continue to litigate certain cases. In addjtwa accrue for
liabilities associated with those government carting matters that
are



probable and can be reasonably estimated. Theenhencertainty
related to the outcome of these matters can resathounts
materially different from any provisions made wi#spect to their
resolution. See Note 17 to the Consolidated FirmduStatements for
further discussion. We recorded sales to the Lb@mmment of $9.9
billion, $9.3 billion, and $8.0 billion in 2010, 20, and 2008,
respectively.

Employee Benefit PlanWe sponsor domestic and foreign defined
benefit pension and other postretirement plansoMagsumptions
used in the accounting for these employee benlefiisgnclude the
discount rate, expected return on plan assetspfaterease in
employee compensation levels, and health cardrnostase
projections. Assumptions are determined based mpaay data and
appropriate market indicators, and are evaluatell gear at
December 31. A change in any of these assumptiongdvhave an
effect on net periodic pension and postretiremenglfit costs
reported in the Consolidated Financial Statements.

In the following table, we show the sensitivityafr pension and
other postretirement benefit plan liabilities ared annual periodic
cost to a 25 basis point change in the discountastof
December 31, 2010.

Increase i Decrease i
Discount Rat Discount Rat
(Dollars in millions) of 25 bp: of 25 bp:
Pension plan
Projected benefit obligatic $ (691) $ 71E
Net periodic pension co (62) 64
Other postretirement benefit pla
Accumulated postretirement bene:
obligation (23) 13
Net periodic postretirement bene
cost — —

Pension expense is also sensitive to changes ixfiected long-
term rate of asset return. An increase or decrefa2® basis points in
the expected long-term rate of asset return woale: fldecreased or
increased 2010 pension expense by approximatelyriian.

The weighted-average discount rate used to measmson
liabilities and costs is set by reference to UTEcdic analysis using
each plan’s specific cash flows and is then congpardnigh-quality
bond indices for reasonableness. Global marketasteates have
decreased in 2010 as compared with 2009 and,esuli,ithe
weighted-average discount rate used to measuréopdiabilities
decreased from 5.9% in 2009 to 5.4% in 2010. Incbdzer 2009, we
amended the salaried retirement plans (qualifietreom-qualified) to
change the retirement formula effective JanuaB8015. At that time,
final average earnings (FAE) and credited serviitiestop under the
formula applicable for hires before July 1, 2002.
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Employees hired after 2009 are not eligible for dafined benefit
pension plan and will instead receive an enhaneeefit under the
UTC Savings Plan. The continued recognition of ppiension losses
and the impact of a lower discount rate, as pértafset by positive
returns experienced during 2010 and additionalifummduring 2010,
will increase pension costs in 2011, as compar@did®, by
approximately $150 million. See Note 11 to the @didsited
Financial Statements for further discussion.

Inventory Valuation Reservelnventory valuation reserves are
established in order to report inventories at tveelr of cost or
market value on our Consolidated Balance Sheetd€ermination
of inventory valuation reserves requires managemuoemake
estimates and judgments on the future salabilitpentories.
Valuation reserves for excess, obsolete, and slowirg inventory
are estimated by comparing the inventory leveisdiidual parts to
both future sales forecasts or production requirdgsnand historical
usage rates in order to identify inventory wheeeréssale value or
replacement value is less than inventoriable ter factors that
management considers in determining the adequattyesé reserves
include whether individual inventory parts meetreat specifications
and cannot be substituted for a part currentlydewid or used as a
service part, overall market conditions, and otheentory
management initiatives.

As of December 31, 2010 and 2009, we had $799anidind $683
million, respectively, of inventory valuation reses recorded.
Although management believes these reserves ageiaite any
abrupt changes in market conditions may requir® uscord
additional inventory valuation reserves.

Off-Balance Sheet Arrangements and

Contractual Obligations

We extend a variety of financial guarantees tatpirties in support
of unconsolidated affiliates and for potential ficang requirements
of commercial aerospace customers. We also haigatibhs arising
from sales of certain businesses and assets, inglitlemnities for
representations and warranties and environmergaltthand safety,
tax and employment matters. Circumstances thatlarause the
contingent obligations and liabilities arising frahese arrangements
to come to fruition include changes in an undegytiransaction (e.g.,
hazardous waste discoveries, etc.), nonperformamnder a contract,
customer requests for financing, or deterioratiothie financial
condition of the guaranteed party.



A summary of our consolidated contractual obligagiand
commitments as of December 31, 2010 is as follows:

Payments Due by Peric

(Dollars in
millions) Total 2011 2012-2013| 2014-201E| Thereafte
Long-term debt —

principal $10,17¢ $ 163 $ 547 $ 1,24t $ 8,21¢
Long-term debt —

future interes 8,73¢ 584 1,12¢ 1,07¢ 5,94¢
Operating lease 1,80¢ 50C 67C 27¢ 35€
Purchast

obligations 13,16! 7,314 3,40( 1,09¢ 1,352
Other long-term

liabilities 4,02t 1,14¢ 1,18C 1,02¢ 672
Total contractual

obligations $37,90z $9,707] $ 6,92€¢] $ 472(] $ 16,54¢

Purchase obligations include amounts committed uledeally
enforceable contracts or purchase orders for gandsservices with
defined terms as to price, quantity, delivery agrdhination liability.
Approximately 27% of the purchase obligations dised above
represent purchase orders for products to be detivender firm
contracts with the U.S. government for which weehfull recourse
under customary contract termination clauses.

Other long-term liabilities primarily include thosenounts on our
December 31, 2010 balance sheet representing tibigaunder
product service and warranty policies, performaanog operating
cost guarantees, estimated environmental remediatists and
expected contributions under employee benefit gnogr The timing
of expected cash flows associated with these disigais based
upon management'’s estimates over the terms of Hgreements and
is largely based upon historical experience.

The above table does not reflect unrecognized ¢avetits of $891
million, the timing of which is uncertain, except fapproximately
$60 million that may become payable during 201 ¥eR® Note 10
to the Consolidated Financial Statements for aolufiti discussion on
unrecognized tax benefits.
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Commercial Commitments

Amount of Commitment Expiration per

Period
2014-
201¢

2012-

(Dollars in millions) ~ Committed 2011 2012 Thereafte
Commercial
aerospace
financing and
other contractue
commitments $
IAE financing
arrangements
Unconsolidated
subsidiary debt
guarantee
Commercial
aerospace
financing
arrangement
Commercia
customer
financing
arrangement
Performance
guarantee
Total commercial

commitments $

2,032 $384 $ 524 $ 377 $

99z 224 391 284 93

22¢ 10& 42 78

33€ 22 50 9 258

191 191

40 4c

3,81¢€ $96€ $1,007 $ 67C $ 1,17:
* Represents IA’s gross obligation; our proportionate share of’s obligations are 339

Refer to Notes 4, 15, and 17 to the Consolidatedriial
Statements for additional discussion on contracndlcommercial
commitments.

Market Risk and Risk Management

We are exposed to fluctuations in foreign curremaghange rates,
interest rates and commodity prices. To manageiocesf those
exposures, we use derivative instruments, includimagps, forward
contracts and options. Derivative instrumentsaddi by us in our
hedging activities are viewed as risk managemests tinvolve little
complexity and are not used for trading or speawdgturposes. We
diversify the counterparties used and monitor thecentration of
risk to limit our counterparty exposure.

We have evaluated our exposure to changes in foreigency
exchange rates, interest rates and commodity piricesr market risk
sensitive instruments, which are primarily castit@ad derivative
instruments, using a value at risk analysis. Based 95%
confidence level and a one-day holding period, etébnber 31,
2010, the potential loss in fair value on our marisk sensitive
instruments was not material in relation to ouafinial position,
results of operations or cash flows. Our calculat@de at risk
exposure represents an estimate of reasonablybfmesit losses
based on volatilities and correlations and is reatessarily indicative
of actual results.



Refer to Notes 1, 8 and 13 to the Consolidatedrféiiaa Statements
for additional discussion of foreign currency exue, interest rates
and financial instruments.

Foreign Currency ExposureWe have a large volume of foreign
currency exposures that result from our internalisales, purchases,
investments, borrowings and other internationaldagtions.
International segment sales, including U.S. expales, averaged
approximately $34 billion over the last three ye#ve actively
manage foreign currency exposures that are asedaidth

committed foreign currency purchases and saleptmat assets and
liabilities created in the normal course of businasthe operating
unit level. More than insignificant exposures tbatnot be naturally
offset within an operating unit are hedged withefgn currency
derivatives. We also have a significant amounbeéifjn currency
net asset exposures. Currently, we do not holddanyative
contracts that hedge our foreign currency net a&sqeisures but may
consider such strategies in the future.

Within aerospace, our sales are typically denorethat U.S.
dollars under accepted industry convention. Howelegrour non-
U.S. based entities, such as P&WC, a substantitibpof their costs
are incurred in local currencies. Consequentlyreliea foreign
currency exchange impact and risk to operatiorallte as U.S.
dollars must be converted to local currencies siscthe Canadian
dollar in order to meet local currency cost obligas. In order to
minimize the exposure that exists from changehéneixchange rate
of the U.S. dollar against these other curreneieshedge a certain
portion of sales to secure the rates at which tioars will be
converted. The majority of this hedging activitycacs at P&WC. At
P&WC, firm and forecasted sales for both enginesspare parts are
hedged at varying amounts up to 32 months on tBe dibllar sales
exposure as represented by the excess of U.Sr dalks over U.S.
dollar denominated purchases. Hedging gains asg$o®sulting
from movements in foreign currency exchange ratepartially
offset by the foreign currency translation impabtst are generated
on the translation of local currency operating ltssato U.S. dollars
for reporting purposes. While the objective of bieelging program is
to minimize the foreign currency exchange impacbparating
results, there are typically variances betweerh#tging gains or
losses and the translational impact due to thetheoighedging
contracts, changes in the sales profile, volatititthe exchange rates
and other such operational considerations.

Interest Rate ExposureOur long-term debt portfolio consists mostly
of fixed-rate instruments. From time to time, weyrhadge to

floating rates using interest rate swaps. The hedge designated as
fair value hedges and the gains and losses omtiagssare reported

in interest expense, reflecting that

portion of interest expense at a variable rate.id&i@ge commercial
paper, which exposes us to changes in interest i@terently, we do
not hold any derivative contracts that hedge otar@st exposures,
but may consider such strategies in the future.

Commodity Price Exposuredle are exposed to volatility in the
prices of raw materials used in some of our praglaot from time to
time we may use forward contracts in limited ciratamces to
manage some of those exposures. In the futuredifiés are used,
gains and losses may affect earnings. There wesigndicant
outstanding commodity hedges as of December 310.201

Environmental Matters

Our operations are subject to environmental reguidty federal,
state and local authorities in the United Statekragulatory
authorities with jurisdiction over our foreign opéons. As a result,
we have established, and continually update, palicgélating to
environmental standards of performance for our atpars
worldwide. We believe that expenditures necessappmply with
the present regulations governing environmentatiegtmn will not
have a material effect upon our competitive posjti@sults of
operations, cash flows or financial condition.

We have identified 596 locations, mostly in the tddiStates, at
which we may have some liability for remediatingn@omination. We
have resolved our liability at 242 of these locasiowe do not
believe that any individual location’s exposurelWwdve a material
effect on our results of operations. Sites in thestigation,
remediation or operation and maintenance stagesept
approximately 90% of our accrued environmental idiateon
reserve.

We have been identified as a potentially respoaghblty under the
Comprehensive Environmental Response Compensatgbhiability
Act (CERCLA or Superfund) at 106 sites. The numife8uperfund
sites, in and of itself, does not represent a elemeasure of liability
because the nature and extent of environmentakecoawary from
site to site and our share of responsibility vafiem sole
responsibility to very little responsibility. In®ating our liability
for remediation, we consider our likely proportitmahare of the
anticipated remediation expense and the abilitytioér potentially
responsible parties to fulfill their obligations.

At December 31, 2010 and 2009, we had $605 mibioc $539
million reserved for environmental remediation p@gively. Cash
outflows for environmental remediation were $44liorl in 2010,
$49 million in 2009 and $46 million in 2008. We igsdte that
ongoing environmental remediation expendituresaicheof the next
two years will not exceed approximately $66 million



Government Matters

As described in “Critical Accounting Estimates —n@acting with
the U.S. government,” our contracts with the U &egnment are
subject to audits. Such audits may recommend #véio contract
prices should be reduced to comply with variousegoment
regulations. We are also the subject of one or nmwestigations and
legal proceedings initiated by the U.S. governmetit respect to
government contract matters.

As previously disclosed, the Department of Jugfi®®J) sued us
in 1999 in the U.S. District Court for the South&istrict of Ohio,
claiming that Pratt & Whitney violated the civil Ba Claims Act and
common law. This lawsuit relates to the “FightegEe
Competition” between Pratt & Whitney’s F100 engaral General
Electric’'s F110 engine. The DOJ alleges that theegament
overpaid for F100 engines under contracts awargietldoU.S. Air
Force in fiscal years 1985 through 1990 becausi & &hitney
inflated its estimated costs for some purchasets$ pad withheld
data that would have revealed the overstatementsiahof this
matter, completed in December 2004, the governiciaimhed
Pratt & Whitney’s liability to be $624 million. OAugust 1, 2008,
the trial court judge held that the Air Force had suffered any
actual damages because Pratt & Whitney had mad#isat price
concessions. However, the trial court judge fourad Pratt &
Whitney violated the False Claims Act due to inaatel statements
contained in its 1983 offer. In the absence of@afamages, the trial
court judge awarded the DOJ the maximum civil pgnafl $7.09
million, or $10,000 for each of the 709 invoicestP& Whitney
submitted in 1989 and later under the contractSeptember 2008,
both the DOJ and UTC appealed the decision toittth Sircuit
Court of Appeals. In November 2010, the Sixth Gireffirmed
Pratt & Whitney’s liability under the False ClairAst and remanded
the case to the U.S. District Court for furtherqg@edings on the
question of damages. Should the government ultignptevail, the
outcome of this matter could result in a materiblease effect on our
results of operations in the period in which ailigbwould be
recognized or cash flows for the period in whicindges would be
paid.

As previously disclosed, in December 2008, the Btepent of
Defense (DOD) issued a contract claim against Skyoto recover
overpayments the DOD alleges it has incurred siaceiary 2003 in
connection with cost accounting changes approvetidoypOD and
implemented by Sikorsky in 1999 and 2006. Thesaghsarelate to
the calculation of material overhead rates in goremt contracts.
The DOD claims that Sikorsky’s liability is approxately $88
million (including interest through December 2018)e believe this
claim is without merit, and Sikorsky filed an app@aDecember
2009 with the U.S. Court of Federal Claims, whiglpénding.
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Other Matters

As previously disclosed, on August 27, 2010, RBitsrce plc (Rolls-
Royce) sued Pratt & Whitney in the U.S. Districtu@tdor the
Eastern District of Virginia, alleging that fan s on certain
engines manufactured by Pratt & Whitney infringd.&. patent held
by Rolls-Royce. Rolls-Royce seeks damages in apagifsed
amount plus interest, an injunction, a finding dffwl infringement,
and attorneys’ fees. We intend to vigorously defémedcase and
believe that Rolls-Royce’s patent is invalid andttAratt &
Whitney’s products do not infringe it. Trial in tineatter could take
place as early as March 2011. Should the plaiuliifnately prevail,
the outcome of this matter could result in a matexilverse effect on
our results of operations in the period in whidrahility would be
recognized or cash flows for the period in whicindges would be
paid. On November 5, 2010, Pratt & Whitney amenitked
previously-disclosed complaint against Rolls-Roycthe U.S.
District Court for the District of Connecticut, add Rolls-Royce
Group plc (Rolls-Royce Group), the parent of R&llsyce, as a
party, omitting previously asserted claims, andgtig that certain
turbomachinery blades, engines and components metanéd by
Rolls-Royce infringe a U.S. patent held by Prat\&itney. Pratt &
Whitney seeks an injunction, damages, interesifreg’s fees and
other relief. On November 5, 2010, Pratt & Whitradgo filed
complaints against Rolls-Royce in the High Courdastice,
Chancery Division, Patent Court (HCJ) in the Unikgdgdom (UK)
and with the U.S. International Trade CommissidrC{l. The HCJ
action alleges similar infringement claims agaRetls-Royce based
upon a UK patent held by Pratt & Whitney and sedskmages plus
interest and all other relief to which Pratt & Whay is entitled,
including attorney’s fees, expenses, and a perntamdar preventing
further infringements. The ITC complaint seeks enpanent
exclusion order barring the importation into th&Uof infringing
turbomachinery blades, engines and engine comp®nent
manufactured by Rolls-Royce and Rolls-Royce Graumgl, requests a
permanent cease-and-desist order against RollseRayd Rolls-
Royce Group preventing further importing, marketiadvertising,
demonstrating, testing, distributing, licensingeahg for sale, or use
of such infringing turbomachinery blades, engined engine
components.

Except as otherwise noted, we do not believe #slution of any
of the above matters will have a material adveffeeeupon our
competitive position, results of operations, cdstv$ or financial
condition.

Additional discussion of our environmental, U.Svgamment
contract matters, product performance and othetiragent liabilities
is included in “Critical Accounting Estimates” ahibtes 1, 15 and 17
to the Consolidated



Financial Statements. For additional discussioourflegal
proceedings, see Item 3, “Legal Proceedings,” nfmnual Report
on Form 10-K for 2010 (2010 Form 10-K).

New Accounting Pronouncements

In October 2009, the FASB issued ASU No. 2009-Mjltiple-
Deliverable Revenue Arrangements.” This ASU essalls the
accounting and reporting guidance for arrangemieantsding
multiple revenue-generating activities. This ASWdydes
amendments to the criteria for separating delivesmeasuring and
allocating arrangement consideration to one or maits of
accounting in addition to establishing a sellingghierarchy in
determining the selling price of a deliverable.rffigantly enhanced
disclosures are required to provide informationudlzovendor’s
multiple-deliverable revenue arrangements, inclgdiformation
about the nature and terms, significant deliveglded its
performance within arrangements. Additional disates are also
required of the significant judgments made, changésose
judgments, and how the application of the relasiglinc-price
method affects the timing or amount of revenue gad@n. The
amendments in this ASU are effective prospectifelyevenue
arrangements entered into or materially modifiethanfiscal years
beginning on or after June 15, 2010. Early appbeeais permitted.
We have evaluated this new ASU and have deternthradt will not
have a significant impact on the determinationegorting of our
financial results.

In October 2009, the FASB issued ASU No. 2009-Ckrtain
Revenue Arrangements That Include Software Eleniehiss ASU
changes the accounting model for revenue arrangsrtieat include
both tangible products and software elements tleatessential to the
functionality,” and scopes these products out ofent software
revenue guidance. The new guidance includes fatddrslp
companies determine what software elements aréderes
“essential to the functionality.” The amendmentH subject
software-enabled products to other revenue guidandealisclosure
requirements, such as guidance surrounding revemargements
with multiple-deliverables. The amendments in th&U are effective
prospectively for revenue arrangements enteredointoaterially
modified in the fiscal years beginning on or aftene 15, 2010. Early
application is permitted. We have evaluated this A&U and have
determined that it will not have a significant inspan the
determination or reporting of our financial results

In April 2010, the FASB issued ASU No. 2010-17, féstone
Method of Revenue Recognition.” This ASU allowsited to make
a policy election to use the milestone method

of revenue recognition and provides guidance omuhef a milestone
and the criteria that should be met for applying riilestone method.
The scope of this ASU is limited to the transadionvolving
milestones relating to research and developmeitedtables. The
guidance includes enhanced disclosure requirenadotst each
arrangement, individual milestones and relatedingant
consideration, substantive milestones and factamsidered in that
determination. The amendments in this ASU are tifec
prospectively to milestones achieved in fiscal geand interim
periods within those years, beginning after June2030. Early
application and retrospective application are peeni We have
evaluated this new ASU and have determined thvaitlinot have a
significant impact on the determination or repagtof our financial
results.

Cautionary Note Concerning Factors That May Affect

Future Results

This 2010 Annual Report to Shareowners (2010 AnRegdort)
contains statements which, to the extent they arstatements of
historical or present fact, constitute “forward#ow statements”
under the securities laws. From time to time, orakritten forward-
looking statements may also be included in otheerras released to
the public. These forward-looking statements atenided to provide
management’s current expectations or plans fofudure operating
and financial performance, based on assumptiomsmtly believed
to be valid. Forward-looking statements can betifled by the use
of words such as “believe,” “expect,” “plans,” “ategy,”
“prospects,” “estimate,” “project,” “target,” “ardipate,” “will,”
“should,” “see,” “guidance” and other words of slanimeaning in
connection with a discussion of future operatindirmancial
performance. These include, among others, statesmelating to:

» future sales, earnings, cash flow, results of ders, uses of
cash and other measures of financial performe

» the effect of economic conditions in the marketa/ich we
operate and in the United States and globally aydcchanges
therein, including financial market conditions,dtuation in
commodity prices, interest rates and foreign cuyesxchange
rates, levels of end market demand in construetiwhin both the
commercial and defense segments of the aerospdigstin,
levels of air travel, financial difficulties (inatling bankruptcy) of
commercial airlines, the impact of weather condsiand the
financial condition of our customers and suppli

» delays and disruption in delivery of materials aedvices from
suppliers;

”
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* new business opportunitie

» cost reduction efforts and restructuring costs saungs and
other consequences there

» the scope, nature or impact of acquisition andglittge activity
including integration of acquired businesses intbexisting
businesses

» the development, production, delivery, supportfqgrerance and
anticipated benefits of advanced technologies &wdproducts
and services

» the anticipated benefits of diversification anddale of
operations across product lines, regions and ingss

» the impact of the negotiation of collective bargagnagreements
and labor dispute:

» the outcome of legal proceedings and other conticigs;
« future repurchases of our common stc

» future levels of indebtedness and capital and rebesnd
development spendin

» future availability of credit
» pension plan assumptions and future contributiand

» the effect of changes in tax, environmental anéolgws and
regulations in the United States and other countrievhich we
operate

All forward-looking statements involve risks andcertainties that
may cause actual results to differ materially fribvose expressed or
implied in the forward-looking statements. Our ArhReport on
Form 10-K for 2010 includes important informatiosta factors that
may cause actual results to vary materially frooséhstated in the
forward-looking statements. See the “Notes to Claated Financial
Statements” under the heading “Contingent Liak#iti the section
titted “Management’s Discussion and Analysis ofdfinial Condition
and Results of Operations” under the headings ‘fi&ass Overview,”
“Critical Accounting Estimates,” “Results of Opemats,” and
“Liquidity and Financial Condition,” and the sedtititled “Risk
Factors.” Our Annual Report on Form 10-K for 201€bancludes
important information as to these risk factorshia tBusiness”
section under the headings “General,” “DescriptibBusiness by
Segment” and “Other Matters Relating to Our Busireesa Whole,”
and in the “Legal Proceedings” section. Additiomaportant
information as to these factors is included in #2040 Annual Report
in the section titled “Management’s Discussion amalysis of
Financial Condition and Results of Operations” urttle headings
“Environmental Matters” and “Restructuring and Gtlests.” For
additional information identifying factors that meguse actual
results to vary materially from those stated inftivevard-looking
statements, see our reports on Forms 10-K, 10-@dadiled with
the SEC from time to time.

Management 's Report on Internal Control over

Financial Reporting

The management of UTC is responsible for estaligshind
maintaining adequate internal control over finah@gaorting.
Internal control over financial reporting is a pess designed to
provide reasonable assurance regarding the réfyabilfinancial
reporting and the preparation of financial statetméor external
reporting purposes in accordance with accountiimgiples generally
accepted in the United States of America. Becatige mherent
limitations, internal control over financial repiag may not prevent
or detect misstatements. Management has assesseffieittiveness
of UTC'’s internal control over financial reportimg of December 31,
2010. In making its assessment, management heedtihe criteria
set forth by the Committee of Sponsoring Organizetiof the
Treadway Commission imternal Control — Integrated Framework.
Management concluded that based on its assesddED!s internal
control over financial reporting was effective ddecember 31,
2010. The effectiveness of UTC's internal contre¢iofinancial
reporting, as of December 31, 2010, has been aliojte
PricewaterhouseCoopers LLP, an independent regikmirblic
accounting firm, as stated in their report whicmiduded herein.

/sl Louis R. Chéneve
Louis R. Chénevert
Chairman & Chief Executive Officer

/sl Gregory J. Haye
Gregory J. Hayes
Senior Vice President and Chief Financial Officer

/sl Peter F. Long
Peter F. Longo
Vice President, Controller



Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareowners of
United Technologies Corporation:
In our opinion, the accompanying consolidated badasheets and the
related consolidated statements of operationsasti 8ows and of
changes in equity present fairly, in all materedpects, the financial
position of United Technologies Corporation andsitbsidiaries at
December 31, 2010 and December 31, 2009, and shégef their
operations and their cash flows for each of thedhrears in the
period ended December 31, 2010 in conformity witboainting
principles generally accepted in the United Stafesmerica. Also in
our opinion, the Corporation maintained, in all er&tl respects,
effective internal control over financial reporting of December 31,
2010, based on criteria establishedhirernal Control — Integrated
Frameworkissued by the Committee of Sponsoring Organizatidns
the Treadway Commission (COSO). The Corporatiorasagement
is responsible for these financial statementspfaintaining effective
internal control over financial reporting and fts assessment of the
effectiveness of internal control over financighoeting included in
the accompanying Management’s Report on InternatiGbOver
Financial Reporting. Our responsibility is to exgg@pinions on
these financial statements and on the Corporatiatésnal control
over financial reporting based on our integrateditauWe conducted
our audits in accordance with the standards oPtitdic Company
Accounting Oversight Board (United States). Thdaadards require
that we plan and perform the audits to obtain nealsle assurance
about whether the financial statements are freeatérial
misstatement and whether effective internal cortvelr financial
reporting was maintained in all material respe®ist audits of the
financial statements included examining, on aliasts, evidence
supporting the amounts and disclosures in the fiiaastatements,
assessing the accounting principles used and &ignifestimates
made by management, and evaluating the overatidinhstatement
presentation. Our audit of internal control oveaficial reporting
included obtaining an understanding of internaltadrover financial
reporting, assessing the risk that a material weskexists, and
testing and evaluating the design and operatirectifieness of
internal control based on the assessed risk. Quitsaalso included
performing such other procedures as we considexeéssary in the
circumstances. We believe that our audits providsaaonable basis
for our opinions.

As discussed in the Notes to the consolidated ighstatements,
the Corporation changed the manner in which it astofor business
combinations and noncontrolling interests in 2009.
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A corporation’s internal control over financial m@fing is a process
designed to provide reasonable assurance regdtamgliability of
financial reporting and the preparation of finahstatements for
external purposes in accordance with generallymedeaccounting
principles. A corporation’s internal control ovandncial reporting
includes those policies and procedures that (Yapeto the
maintenance of records that, in reasonable detalrately and fairly
reflect the transactions and dispositions of treetssof the
corporation; (ii) provide reasonable assurancetthasactions are
recorded as necessary to permit preparation afdiahstatements in
accordance with generally accepted accounting ipies; and that
receipts and expenditures of the corporation airglrmade only in
accordance with authorizations of management amdtdirs of the
corporation; and (iii) provide reasonable assuraegarding
prevention or timely detection of unauthorized asigjon, use, or
disposition of the corporation’s assets that cdizlde a material
effect on the financial statements.

Because of its inherent limitations, internal cohtver financial
reporting may not prevent or detect misstatemeis, projections
of any evaluation of effectiveness to future pesiade subject to the
risk that controls may become inadequate becauskanfges in
conditions, or that the degree of compliance withpolicies or
procedures may deteriorate.

/sl PricewaterhouseCoopers L

Hartford, Connecticu
February 10, 201



CONSOLIDATED STATEMENT OF OPERATIONS

(Dollars in millions, except per share amounts; igsain millions) 2010 200¢ 200¢
Net Sales
Product sale $38,641 $37,33: $43,23¢
Service sale 15,685 15,09: 15,88¢
54,326 52,42¢ 59,11¢
Costs, Expenses and Oth
Cost of products sol 28,956 28,90¢ 32,83¢
Cost of services sold 10,458 9,95¢ 10,80«
Research and developmt 1,746 1,55¢ 1,771
Selling, general and administrati 6,024 6,03¢ 6,72¢
Other income, ne (44) (407) (522)
Operating profit 7,186 6,371 7,50¢
Interest expense, n 648 617 57:¢
Income before income tax 6,538 5,76( 6,93¢
Income tax expens 1,827 1,581 1,88:
Net income 4,711 4,17¢ 5,05:
Less: Noncontrolling interest in subsidia’ earnings 338 35C 364
Net income attributable to common shareowi $ 4,373 $ 3,82¢ $ 4,68¢
Earnings Per Share of Common Stock:
Basic $ 482 $ 417 $ 5.0C
Diluted $ 474 $ 412 $ 4.9
Dividends Per Share of Common St $ 1.70 $ 15 $ 1.3t
Weighted average number of shares outstan:
Basic share 907.9 917.¢ 937.¢
Diluted share: 922.7 928.¢ 956.4

See accompanying Notes to Consolidated Financiaé®ents




CONSOLIDATED BALANCE SHEET

(Dollars in millions, except per share amounts; igsain thousands 2010 200¢
Assets
Cash and cash equivalents $ 4,083 $ 4,44¢
Accounts receivable (net of allowance for doubéfetounts of $402 and $3¢ 8,925 8,46¢
Inventories and contracts in progress, 7,766 7,50¢
Future income tax benefits, curr 1,623 1,68¢
Other assets, curre 1,113 1,07¢
Total Current Asset 23,510 23,19
Customer financing asse 1,118 1,047
Future income tax benefi 1,970 2,10z
Fixed assets, n 6,280 6,36¢
Goodwill 17,721 16,29¢
Intangible assets, n 4,060 3,53¢
Other asset 3,834 3,21¢
Total Assets $ 58,493 $ 55,76
Liabilities and Equity
Shor-term borrowings $ 116 $ 254
Accounts payabl 5,206 4,63¢
Accrued liabilities 12,247 11,79:
Long-term debt currently du 163 1,23¢
Total Current Liabilities 17,732 17,918
Long-term debt 10,010 8,251
Future pension arpostretirement benefit obligatio 3,592 4,15(
Other lon¢-term liabilities 4,510 4,05¢
Total Liabilities 35,844 34,37
Commitments and contingent liabilities (Notes 4 4l
Redeemable noncontrolling inter: 317 38¢
Shareowne! Equity:
Capital Stock
Preferred Stock, $1 par value; 250,000 shares anéltl) None issued or outstanding — —
Common Stock, $1 par value; 4,000,000 shares anétthrl, 393,297 and
1,381,700 shares issu 12,597 11,74¢
Treasury Stock 472,028 and 444,958 common shares at (17,468) (15,409
Retained earninc 30,191 27,39¢
Unearned ESOP shar (166) (181
Accumulated other comprehensive income (Ic
Foreign currency translatic 366 37¢
Other (4,135) (3,866
Total Accumulated other comprehensive loss (3,769) (3,487)
Total Shareowne’ Equity 21,385 20,06¢
Noncontrolling interes 947 93¢
Total Equity 22,332 20,99¢
Total Liabilities and Equit $ 58,493 $ 55,76

See accompanying Notes to Consolidated Financa®ents
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CONSOLIDATED STATEMENT OF CASH FLOWS

(Dollars in millions) 2010 200¢ 200¢
Operating Activities
Net income attributable to common shareowi $ 4,373 $ 3,82¢ $ 4,68¢
Noncontrolling interest in subsidiar’ earnings 338 35( 364
Net income 4,711 4,17¢ 5,05:
Adjustments to reconcile net income to net cashdlprovided by operating activitie
Depreciation and amortizatic 1,356 1,25¢ 1,321
Deferred income tax provision 413 451 45
Stock compensation cc 154 15z 211
Change in
Accounts receivabl (319) 95t (54€)
Inventories and contracts in progr (244) 69t (562)
Other current asse a7) (3) 35
Accounts payable and accrued liabilit 1,105 (582 842
Global pension contributior (2,299) (1,270) (199
Other operating activities, n 46 (489%) (46)
Net cash flows provided by operating activit 5,906 5,35 6,161
Investing Activities:
Capital expenditure (865) (826 (1,21¢)
Increase in customer financing ass (217) (a71) (28%)
Decrease in customer financing as! 162 8C 13¢
Investments in business (2,758) (703%) (1,257)
Dispositions of businesses 208 15¢ 337
Other investing activities, ni 283 35¢ (58)
Net cash flows used in investing activit (3,187) (1,109 (2,336
Financing Activities
Issuance of lor-term debr 2,362 37 2,24¢
Repayment of lor-term debt (1,751) (1,019 (48)
(Decrease) increase in st-term borrowings, ne (141) (762) 91
Common Stock issued under employee stock 386 342 162
Dividends paid on Common Sto (1,482) (1,35¢€) (1,210
Repurchase of Common Stc (2,200) (1,100) (3,160
Other financing activities, ni (327) (340 (322
Net cash flows used in financing activit (3,153) (4,19)) (2,239)
Effect of foreign exchange rate changes on caslcasil equivalent 68 64 (164
Net (decrease) increase in cash and cash equis (366) 122 1,42:
Cash and cash equivalents, beginning of 4,449 4,327 2,904
Cash and cash equivalents, end of ' $ 4,083 $ 4,44¢ $4,32]
Supplemental Disclosure of Cash Flow Informati
Interest paid, net of amounts capitali: $ 753 $ 704 $ 65¢
Income taxes paid, net of refur $ 1,222 $ 1,39¢ $ 1,912

Non-cash investing and financing activities inclu
Contributions of UTC Common Stock to domestic deditbenefit pension plans of $250 in
2010 and 2008, respective

See accompanying Notes to Consolidated Financiaé®ents
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(Dollars in millions)

Comprehensiv

Income (Loss

Common Stoc

Balance at December 31, 2007

$ 10,572

Comprehensive income (los:

Net income

Redeemable noncontrolling interest in subsidi’ earnings

Other comprehensive income (loss), net of
Foreign currency translation adjustme
Change in pension and p-retirement benefit plans, net of tax benefit o532,
Unrealized loss on availal-for-sale securities, net of tax benefit of §
Change in unrealized cash flow hedging, net obexefit of $127

$ 5,05:

(1,957
(4,159
(59
(310

Total other comprehensive loss, net of

(6,479)

Comprehensive los

3$ (1,420

Common Stock issued under employee plans (5.7amiihares), net of tax benefit of $
Common Stock contributed to defined benefit pengians (5.0 million share:
Common Stock repurchased (50.4 million sha

Dividends on Common Sto¢

Dividends on ESOP Common Stc

Dividends attributable to noncontrolling inter

Redeemable noncontrolling interest accre

Other changes in noncontrolling inter

52t
82

Balance at December 31, 2008

$ 11,179

Comprehensive income (los:

Net income

Redeemable noncontrolling interest in subsidi’ earnings

Other comprehensive income (loss), net of
Foreign currency translation adjustme
Change in pension and p-retirement benefit plans, net of income taxes &3
Unrealized gain on availal-for-sale securities, net of income taxes of
Change in unrealized cash flow hedging, net ofimedaxes of $10

$ 4,17¢

1,02:
1,07
99
258

Total other comprehensive income, net of

2,45(

Comprehensive incomr

$ 6,62¢

Common Stock issued under employee plans (11.@om#hares), net of tax benefit of $
Common Stock repurchased (19.1 million sha

Dividends on Common Sto¢

Dividends on ESOP Common Stc

Dividends attributable to noncontrolling inter

Redeemable noncontrolling interest accre

Purchase of subsidiary shares from noncontrollierest

Acquired noncontrolling intere

Other changes in noncontrolling inter

634

(67)

Balance at December 31, 2009

$ 11,746

Comprehensive income (los:

Net income

Redeemable noncontrolling interest in subsidi’ earnings

Other comprehensive income (loss), net of
Foreign currency translation adjustme
Change in pension and p-retirement benefit plans, net of tax benefit of 4
Unrealized gain on availal-for-sale securities, net of income taxes of
Change in unrealized cash flow hedging, net obxefit of $1¢

$ 4,711

(18)
(336)
96
(29

Total other comprehensive loss, net of

(287)

Comprehensive incomr

3$ 4,421

Common Stock issued under employee plans (11.8&m#hares), net of tax benefit of $
Common Stock contributed to defined benefit pengians (3.8 million share:

Common Stock repurchased (31.0 million sha

Dividends on Common Sto«

Dividends on ESOP Common Stc

Dividends attributable to noncontrolling inter

Redeemable noncontrolling interest accre

Purchase of subsidiary shares from noncontrollierest

Sale of subsidiary shares in noncontrolling inte

Other changes in noncontrolling inter

74¢
117

(12

Balance at December 31, 2010

$ 12,597

See accompanying Notes to Consolidated Financaé®ents
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Shareowner’ Equity

Accumulated Othe

Comprehensiv Redeemab
Treasury Stoc Retained Earning Unearned ESOP Sha Income (Loss Noncontrolling Intere: Total Equity Noncontrolling Intere:
$ (11,338) $ 21,631 $ (214) $ 578 $ 835 $ 22,064 $ 203
4,68¢ 364 5,05:
(19 (19 19
(1,990 1 (1,989 38
(4,159 (4,159
(59 (59
(310 (310
14 (19 14 534
16¢ 25(C
(3,160 (3,160
(1,210 (1,210
(52) (52)
(305) (305) (20
®) ®) 5
42 42
$ (14,316) $ 25,034 $ (200) $ (5,934) $ 918 $ 16,681 $ 245
3,82¢ 35(C 4,17¢
17) 17) 17
1,02( 8 1,02¢ (5
1,072 1,07:
99 99
25E 25E
8 (43 19 61€
(1,100 (1,100
(1,35¢€) (1,35€6)
(59 (59
(329) (329) 17)
9 (9 9
(29) (92) 3
36 36 14z
(8 8
$ (15,408) $ 27,396 $ (181) $ (3,487) $ 933 $ 20,999 $ 389
4,37: 33¢ 4,711
(24 (24) 24
(13 = (13 ®)
(336) (33€)
96 96
(29 (29
7 (43 15 72t
13z 25(C
(2,200 (2,200
(1,487) (1,482)
(62) (62)
(33¢) (33¢) (19
9 9 9
(12 (24) (65)
38 38
12 12 2
$ (17,468) $ 30,191 $ (166) $ (3,769) $ 947 $ 22,332 $ 317
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Summary of Accounting Principles

The preparation of financial statements requiresagament to make
estimates and assumptions that affect the repartexints of assets,
liabilities, revenues and expenses. Actual resuatdd differ from
those estimates. Certain reclassifications have besle to the prior
year amounts to conform to the current year presient We
previously reported “Other income, net,” which imdé¢d “Interest
income,” as a component of “Revenues.” “Other inepnet,”
excluding “Interest income,” is now reflected asoaponent of
“Costs, Expenses and Other,” while “Interest incbmeow netted
with “Interest expense” for financial statementgaetation.

ConsolidationThe Consolidated Financial Statements include the
accounts of United Technologies Corporation (UT@) és
controlled subsidiaries. Intercompany transactlmage been
eliminated.

Cash and Cash EquivalentSash and cash equivalents includes cash
on hand, demand deposits and short-term cash meass that are
highly liquid in nature and have original maturitief three months or
less.

On occasion, we are required to maintain cash dspeih certain
banks with respect to contractual obligations ezldab acquisitions or
divestitures or other legal obligations. As of Deter 31, 2010 and
2009, the amount of restricted cash was approxign@#s million
and $43 million. As of December 31, 2010, all riestd cash is
included in current assets, while as of Decembe3@9,
approximately $41 million is included in currensats and $2 million
is included in long-term assets.

Accounts ReceivablCurrent and long-term accounts receivable
include retainage of $165 million and $156 milliamd unbilled
receivables of $862 million and $902 million asDEfcember 31,
2010 and 2009, respectively.

Retainage represents amounts that, pursuant apfiieable
contract, are not due until project completion andeptance by the
customer. Unbilled receivables represent reverhaisare not
currently billable to the customer under the teafithe contract.
These items are expected to be collected in thealazourse of
business. Long-term accounts receivable are indlid®ther assets
in the Consolidated Balance Sheet.

Marketable Equity SecuritieEquity securities that have a readily
determinable fair value and that we do not intentitdde are
classified as available for sale and carried atMalue. Unrealized
holding gains and losses are recorded as a segarafmnent of
shareowners’ equity, net of deferred income taxes.
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Inventories and Contracts In Progre:dnventories and contracts in
progress are stated at the lower of cost or estiinaalizable value
and are primarily based on first-in, first-out (BlJFor average cost
methods; however, certain Carrier entities uséastein, first-out
(LIFO) method. If inventories that were valued gsthe LIFO
method had been valued under the FIFO method woeyd have
been higher by $137 million and $147 million at Bexber 31, 2010
and 2009, respectively.

Costs accumulated against specific contracts @rsrare at actual
cost. Inventory in excess of requirements for cttr and current or
anticipated orders have been reserved as app®pvanufacturing
costs are allocated to current production and &omtracts.

Fixed AssetsFixed assets are stated at cost. Depreciatiortdsded
over the fixed assets’ useful lives using the ghrline method.

Goodwill and Intangible Asset&oodwill represents costs in excess
of fair values assigned to the underlying net asskacquired
businesses. Goodwill and intangible assets deemieavie indefinite
lives are not amortized. Goodwill and indefinitegld intangible
assets are subject to annual impairment testimgube guidance and
criteria described in the Intangibles — Goodwiltlabther Topic of
the FASB ASC. This testing compares carrying vatodsair values
and, when appropriate, the carrying value of tlassets is reduced to
fair value. During 2010, 2009, and 2008, we wereraquired to
record any impairment on goodwill or indefinitediy intangibles.

Intangible assets consist of service portfoliosepis and
trademarks, customer relationships and other ititbéngssets. Useful
lives of finite lived intangible assets are estietabased upon the
nature of the intangible asset and the industiyhiich the intangible
asset is used. Estimated useful lives of servicdgbios generally
range from 5 to 30 years. Estimated useful livegaténts and finite-
lived trademarks range from 3 to 40 years. Estichateful lives of
customer relationships and other assets rangeZram82 years.
These intangible assets are amortized based quattezn in which
the economic benefits of the intangible assetsansumed. If a
pattern of economic benefit cannot be reliably aeibeed, a straight-
line amortization method is used. Included withihes intangible
assets are commercial aerospace payments madsute sertain
contractual rights to provide product on new aiitgpéatforms.
Payments made on these contractual commitments aee
amortized as the related units are delivered.

Other Long-lived Asset8Ve evaluate the potential impairment of
other long-lived assets when appropriate. If threyaag value of
other long-lived assets exceeds the sum of the



undiscounted expected future cash flows, the aagryalue is written
down to fair value. During the year ended Decendier2010, we
had certain non-recurring measurements resultimgairment
charges of $245 million. See Note 13 to the Codsaddid Financial
Statements for additional information.

Income Taxesn the ordinary course of business there is intteren
uncertainty in quantifying our income tax positioée assess our
income tax positions and record tax benefits foyedrs subject to
examination based upon management’s evaluatidmedfirts,
circumstances, and information available at thentapy date. For
those tax positions where it is more-likely-than-iat a tax benefit
will be sustained, we have recorded the largestatnof tax benefit
with a greater than 50% likelihood of being realizgoon ultimate
settlement with a taxing authority that has fulblutedge of all
relevant information. For those income tax posgi@rere it is not
more-likely-than-not that a tax benefit will be fised, no tax
benefit has been recognized in the financial statésa Where
applicable, associated interest expense has atsorbeognized. We
recognize accrued interest related to unrecogrebtenefits in
interest expense. Penalties, if incurred, woulddoegnized as a
component of income tax expense.

Revenue RecognitioSales under government and commercial fixed-

price contracts and government fixed-price-incentiontracts are
recorded at the time deliveries are made or, inescases, on a
percentage-of-completion basis. Sales under cosbresement
contracts are recorded as work is performed. Saftedevators,
escalators, installation and modernization congracé accounted for
under the percentage-of-completion method.

Losses, if any, on contracts are provided for wénaticipated. Loss
provisions on original equipment contracts are geaed to the
extent that estimated inventoriable manufacturamgineering,
product warranty and product performance guaracists, as
appropriate, exceed the projected revenue frorprbeucts
contemplated under the contractual arrangementm@&aer
commitments, we generally record loss provisiorthatarlier of
contract announcement or contract signing exceptddain
requirements contracts under which losses arededarpon receipt
of the purchase order. For existing commitmentscipated losses
on contracts are recognized in the period in whiskes become
evident. Products contemplated under contractuahgement
include products purchased under contract andheitarge
commercial engine business, future highly probahles of
replacement parts required by regulation that apeeted to be
purchased subsequently for incorporation into tigiral equipment.
Revenue projections used in determining contract
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loss provisions are based upon estimates of thetitygpricing and
timing of future product deliveries. Losses areeyatly recognized
on shipment to the extent that inventoriable magtuféng costs,
estimated warranty costs and product performanaeagtee costs, as
appropriate, exceed revenue realized. Contracuatioq requires
estimates of future costs over the performancegeaf the contract
as well as estimates of award fees and other soofaevenue.
These estimates are subject to change and resadfustments to
margins on contracts in progress. The extent ofness toward
completion on our long-term commercial aerospacgpagent and
helicopter contracts is measured using units a¥eel. In addition,
we use the cost-to-cost method for elevator andlasr sales,
installation and modernization contracts in the gaartial
businesses. For long-term aftermarket contractentee is
recognized over the contract period in proportmihe costs
expected to be incurred in performing services ottt contract. We
review our cost estimates on significant contracts quarterly basis,
and for others, no less frequently than annuallyloen
circumstances change and warrant a modificati@ngevious
estimate. Adjustments to contract loss provisioesracorded in
earnings upon identification.

Service sales, representing aftermarket repain@idtenance
activities, are recognized over the contractuailogeor as services are
performed. In the commercial businesses, revengerisrally
recognized on a straight line basis. In the aemspasinesses,
revenue is generally recognized in proportion tet.co

Sales generated from engine programs, spare géets and
aftermarket business under collaboration arrangésreae recorded
as earned in our financial statements. Amountibattible to our
collaborative partners for their share of reveraresrecorded as an
expense in our financial statements based upotethe and nature
of the arrangement. Costs associated with engimgrams under
collaborative arrangements are expensed as inclraeter these
arrangements, collaborators contribute their pnogshare of engine
parts, incur their own production costs and maktagepayments to
Pratt & Whitney for shared or joint program codtse
reimbursement of a collaborator’s share of progcasts is recorded
as a reduction of the related expense item atithat

Research and DevelopmeResearch and development costs not
specifically covered by contracts and those rel&agtie company
sponsored share of research and development gétivdbnnection
with cost-sharing arrangements are charged to eepasincurred.
Government research and development support, eotiated with
specific contracts, is recorded as a reductioesearch and
development expense in the period earned. Repayihany, is in
the form of future royalties and is conditioned npbe achievement
of certain financial targets.



Research and development costs incurred underaotsitvith
customers are expensed as incurred and are repareedomponent
of cost of products sold. Revenue from such cotgrgaecognized
as product sales when earned.

Foreign Exchange and Hedging Activiwe conduct business in
many different currencies and, accordingly, argesttio the inherent
risks associated with foreign exchange rate movésn@he financial
position and results of operations of substantialliypf our foreign
subsidiaries are measured using the local currasdie functional
currency. Foreign currency denominated assetsiabititles are
translated into U.S. dollars at the exchange mteging at the
respective balance sheet dates, and income andsxjiems are
translated at the average exchange rates durimgspective periods.
The aggregate effects of translating the balaneetstof these
subsidiaries are deferred as a separate compohgimii@owners’
equity.

We have used derivative instruments, including syfgrward
contracts and options, to manage certain foreigrenay, interest
rate and commodity price exposures. Derivativerimsents are
viewed as risk management tools by us and aressat for trading or
speculative purposes. Derivatives used for hedgimgoses may be
designated and effective as a hedge of the idedtifsk exposure at
the inception of the contract.

All derivative instruments are recorded on the bedasheet at fair
value. Derivatives used to hedge foreign-curreneyedninated
balance sheet items are reported directly in egsrdtiong with
offsetting transaction gains and losses on thesiteeing hedged.
Derivatives used to hedge forecasted cash flonscaged with
foreign currency commitments or forecasted commyqgalirchases
may be accounted for as cash flow hedges, as desppedpriate.
Gains and losses on derivatives designated adloashedges are
recorded in other comprehensive income and refiled$o earnings
in a manner that matches the timing of the earnimgsct of the
hedged transactions. The ineffective portion ohatiges, if any, is
recognized currently in earnings.

Additional information pertaining to foreign cur@nforward
contracts is included in Note 13 to the Consolid&mancial
Statements.

Environmental Environmental investigatory, remediation, operating
and maintenance costs are accrued when it is pib#d a liability
has been incurred and the amount can be reasoestbiyated. The
most likely cost to be incurred is accrued basedroavaluation of
currently available facts with respect to eachvittial site, including
existing technology, current laws and regulatiomd prior
remediation experience. Where no amount withimgeaof estimates
is more likely,

the minimum is accrued. For sites with multiplepassible parties,
we consider our likely proportionate share of thécigpated
remediation costs and the ability of the otheriparto fulfill their
obligations in establishing a provision for thossts. Liabilities with
fixed or reliably determinable future cash paymemesdiscounted.
Accrued environmental liabilities are not reducgdbtential
insurance reimbursements.

Asset Retirement ObligatiorWe record the fair value of legal
obligations associated with the retirement of talegiong-lived
assets in the period in which it is determinedxisteif a reasonable
estimate of fair value can be made. Upon initiabgmition of a
liability, we capitalize the cost of the assetretient obligation by
increasing the carrying amount of the related ltwegd asset. Over
time, the liability is increased for changes ingtesent value and the
capitalized cost is depreciated over the usefeldifthe related asset.
We have determined that conditional legal obligagiexist for
certain of our worldwide owned and leased fac#itielated primarily
to building materials. As of December 31, 2010 2609, the
outstanding liability for asset retirement obligais was $189 million
and $157 million, respectively.

Pension and Postretirement Obligatio Guidance under the
Compensation — Retirement Benefits Topic of the BASC

requires balance sheet recognition of the overfdrmteinderfunded
status of pension and postretirement benefit pldnder this
guidance, actuarial gains and losses, prior sengsés or credits, and
any remaining transition assets or obligations liaae not been
recognized under previous accounting standards beustcognized
in other comprehensive income, net of tax effagts) they are
amortized as a component of net periodic beneét.co

Note 2: Business Acquisitions, Dispositions, Goodwi Il and
Intangible Assets

Business Acquisitions and DispositioOur investments in
businesses in 2010, 2009 and 2008 totaled $2i8rb{including debt
assumed of $39 million), $703 million and $1.4ibill (including
debt assumed of $196 million), respectively.

On March 1, 2010, we completed the acquisitiohef GE Security
business for approximately $1.8 billion, includidgbt assumed of
$32 million. The GE Security business supplies ggcand fire
safety technologies for commercial and resideiajiglications
through a broad product portfolio that includes filetection and life
safety systems, intrusion alarms, and video suargieé and access
control systems. This business, which is beinggiatied into our
UTC Fire & Security segment, enhanced UTC Fire &Bity's
geographic diversity through GE Security’s stroraytN American
presence, while increasing total product and teldyyo



offerings. In connection with the acquisition of GEcurity, we
recorded approximately $600 million of identifialiféangible assets
and $1.1 billion of goodwill. The goodwill recordeeflects synergies
expected to be realized through the combinaticdBBfSecurity’s
products, resources and management talent witle thfothe existing
UTC Fire & Security business to enhance competitgs, accelerate
the development of certain product offerings, dimeroved
operational performance and secure additional seshannels.
Additionally, the combined business have providezldpportunity
for significant improvements to the cost structilm®ugh the
rationalization of general and administrative exgitmes as well as
research and development efforts.

During 2010, we completed the acquisition of Clipgepublicly-
held California-based wind turbine manufacturerisThvestment is
intended to expand our power generation portfatid allow us to
enter the wind power market by leveraging our etgein blade
technology, turbines and gearbox design. In tet fialf of 2010, we
acquired a 49.9% equity stake in Clipper. In Decenfin10, we
completed the acquisition of all the remaining skaof Clipper. The
total cost of our investment in Clipper is approately £240 million
(approximately $385 million). In connection withiglransaction, we
recorded approximately $400 million of goodwill aidentifiable
intangible assets. Prior to the December 2010 @selof the
remaining shares of Clipper, we accounted forithisstment under
the equity method of accounting. During the quasteded
September 30, 2010, we recorded a $159 millionrettan-
temporary impairment charge on our investment ipf@lr, in order
to write-down our investment to market value aSeptember 30,
2010. This impairment is recorded within “Otherante, net” on our
Consolidated Statement of Operations. In DecemB# 2as a result
of the acquisition of a controlling interest and tiemaining shares of
Clipper, we recorded a $21 million gain from themeasurement to
fair value of our previously held equity interebhe financial results
of Clipper are included within the “Eliminationsdanther” category
in the segment financial data in Note 18 to thesotidated Financial
Statements.

During 2010, we recorded approximately $86 millafrasset
impairment charges, for assets that have met thlel-for-sale”
criteria, related to disposition activity within thoCarrier and
Hamilton Sundstrand. These asset impairment chamgesecorded
within Cost of products sold on our Consolidateat&nent of
Operations. The asset impairment charges conss$68 million
charge associated with Carrier's ongoing portfalémsformation to a
higher returns business and a $28 million chardtaatilton
Sundstrand related to the expected dispositiom afesiospace
business as part of Hamilton Sundstrand’s efforisiplement low
cost sourcing initiatives.
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In August 2009, we completed the acquisition ofréreaining
71% interest in GST Holdings Limited (GST), a fadarm provider in
China, for approximately $250 million bringing dotal investment
in GST to approximately $360 million. We recordeen$200
million of goodwill and approximately $100 milliowf identified
intangible assets in connection with GST. Withdkquisition of the
remaining 71% of GST, UTC Fire & Security furthéresgthened its
presence in the Chinese fire safety industry.

In July 2009, Carrier and Watsco, Inc. (Watscojfed Carrier
Enterprise, LLC, a joint venture to distribute GarrBryant, Payne
and Totaline residential and light commercial HVA@®ducts in the
U.S. Sunbelt region and selected territories inGaebbean and Latin
America. As part of the transaction, Carrier cdnitéd its
distribution businesses located in these regiotastire new venture.
In consideration of its contribution, Carrier rac approximately
3 million shares of common stock of Watsco and adi@ent
noncontrolling interest in the new venture, whicblided a business
contributed by Watsco. Watsco owns a 60 perceatést in the
venture with options to purchase an additional @@@nt interest
from Carrier in future years. Carrier recognizeghin of
approximately $60 million in 2009 as a result sfabntribution of
the majority of its U.S. residential sales andribstion businesses in
this new venture.

The 2008 investments consisted primarily of a nunolbemall
acquisitions in our commercial businesses.

We account for business combinations as requiragtidoprovisions
of the Business Combinations Topic of the FASB A®&@ich
includes provisions that we adopted effective Jania2009. The
accounting for business combinations retains tlietying concepts
of the previously issued standard in that all bestncombinations are
still required to be accounted for at fair valuet bhanges the method
of applying the acquisition method in a numberighgicant aspects.
Acquisition costs are generally expensed as indurrencontrolling
interests are valued at fair value at the acqaisitiate; in-process
research and development is recorded at fair \eden indefinite-
lived intangible asset at the acquisition datefroesuring costs
associated with a business combination are gepergtiensed
subsequent to the acquisition date; and changdsf@mred tax asset
valuation allowances and income tax uncertaintites ¢he
acquisition date generally affect income tax expefitiese changes
are effective on a prospective basis for all of lousiness
combinations for which the acquisition date is omfber January 1,
2009, with the exception of the accounting for &dilon allowances
on deferred taxes and acquired tax contingencidgiséments for
valuation allowances on deferred taxes and acqtaved
contingencies associated with acquisitions thatedgrior to
January 1, 2009 would also apply the revised adaugifor business
combination provisions.



During the measurement period we will recognizetamthl assets
or liabilities if new information is obtained abdatcts and
circumstances that existed as of the acquisitite tteat, if known,
would have resulted in the recognition of thosetssand liabilities
as of that date. The measurement period shallxoeteel one year
from the acquisition date. Further, any associegsttucturing
activities will be expensed in future periods antl ecorded through
purchase accounting as previously done for acguisitoccurring
prior to January 1, 2009.

There was no significant impact on our acquisiictivity in 2010
or 2009 from the changes in the provisions of anting for business
combinations.

The assets and liabilities of the acquired buseease accounted
for under the purchase method of accounting anorded at their fair
values at the dates of acquisition. The excesseoptirchase price
over the estimated fair values of the net assefsised was recorded
as an increase in goodwill of $1.7 billion in 20$630 million in
2009, and $825 million in 2008. The results of aiens of acquired
businesses have been included in the Consolidasenent of
Operations beginning as of the effective date gieition.

Goodwill. The changes in the carrying amount of goodwill, by
segment, are as follows:

Goodwill Foreigr Balance as of
Balance as (| resulting fron currenc
translatior December 31,
(Dollars in January 1 busines
millions) 201( combination and othe 2010
Otis $ 1,382 $ 10C $ 12| $ 1,470
Carrier 3,252 11 (92 3,171
UTC Fire &

Security 5,641 1,10¢ (102) 6,646
Pratt & Whitney 1,237 — (13 1,224
Hamilton

Sundstrand 4,49¢ 23 (28) 4,491
Sikorsky 25C 81 1) 330
Total Segment 16,25¢ 1,321 (247) 17,332
Eliminations anc

other 4C 34¢ — 389
Total $ 16,29¢[ $ 1,67C $ (24| $ 17,721

Intangible Assetsddentifiable intangible assets are comprised of the
following:

2010 2009
Accumulated Accumulater
Gross Gros:
(Dollars in millions) Amount Amortization Amouni| Amortizatior
Amortized:
Service portfolios $ 1,950| $ (942)| $ 181 $ (83%)
Patents and
trademarks 441 (153) 36¢ (220)
Other, principally
customer
relationships 3,229 (1,222) 2,624 (1,04%
5,620 (2,317) 4,807 (2,000
Unamortized
Trademarks and
other 757 — 731 —
Total $ 6,377 $ (2,317)] $ 553¢ $ (2,000
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Amortization of intangible assets in 2010 and 20@8 $387
million and $347 million, respectively. Amortizatiof these
intangible assets for 2011 through 2015 is expetcteghproximate
$315 million per year.

Note 3: Earnings Per Share

(Dollars in millions, except per share amour
shares in
millions) 2010 200¢ 200¢
Net income attributable to common shareow $4,373 $3,82¢ $4,68¢
Basic weighted average shares outstan 907.9 917.¢ 937.¢
Stock awards 14.8 11.4 18.€
Diluted weighted average shares outstan: 922.7 928.¢ 956.4
Earnings Per Share of Common Stc
Basic $ 4.82 $ 4.17 $ 5.0C
Diluted $ 4.74 $ 4.17 $ 4.9C

The computation of diluted earnings per share @eadiuhe effect of
the potential exercise of stock awards, includitogls appreciation
rights and stock options when the average markes pf the
common stock is lower than the exercise price efréated stock
awards during the period. These outstanding staekds are not
included in the computation of diluted earnings gleaire because the
effect would have been antidilutive. For 2010, 2028 2008 the
number of stock awards excluded from the computatias
11.4 million, 20.2 million and 8.9 million, respetly.

Note 4: Commercial Aerospace Industry Assets

and Commitments

We have receivables and other financing assetsasittmercial
aerospace industry customers totaling $3,384 mibind $3,016
million at December 31, 2010 and 2009, respectiv@lystomer
financing assets related to commercial aerospatesiry customers
consist of products under lease of $713 million aotés and leases
receivable of $416 million. The notes and leasesivable are
scheduled to mature as follows: $56 million in 20841 million in
2012, $54 million in 2013, $26 million in 2014, $&#llion in 2015,
and $212 million thereafter.

Financing commitments, in the form of secured dgbarantees or
lease financing, are provided to commercial aersgastomers. The
extent to which the financing commitments will dédized is not
currently known, since customers may be able taiolvhore
favorable terms from other financing sources. Wg alao arrange
for third-party investors to assume a portion @fsthcommitments. If
financing commitments are exercised, debt finan@rgenerally
secured by assets with fair market values equai to



exceeding the financed amounts with interest reséablished at the
time of funding. We may also lease aircraft andsegpiently
sublease the aircraft to customers under long-temmcancelable
operating leases. In some instances, customersiaveyminimum
lease terms that result in sublease periods shbearour lease
obligation. Lastly, we have made residual value ethér guarantees
related to various commercial aerospace customanding
arrangements. The estimated fair market valuelseofjiaranteed
assets equal or exceed the value of the relatadugiess, net of
existing reserves. We also have other contractrahtitments,
including commitments to secure certain contraatigdits to provide
product on new aircraft platforms. Payments madthese
contractual commitments are included within otimtamgible assets
and are to be amortized as the related units dineeck.

Our commercial aerospace financing and other cotuzh
commitments as of December 31, 2010 were $2,03®mand are
exercisable as follows: $384 million in 2011, $2@dlion in 2012,
$300 million in 2013, $241 million in 2014, $136lloin in 2015,
and $747 million thereafter. Our financing obligais with customers
are contingent upon maintenance of certain levigimancial
condition by the customers. In addition, we hagidwal value and
other guarantees of $336 million as of DecembelB10.

We have long-term aftermarket maintenance contraitts
commercial aerospace industry customers for whegknue is
recognized in proportion to actual costs incuregdtive to total
expected costs to be incurred over the respeatimact periods.
Billings, however, are typically based on factarstsas engine flight
hours. The timing differences between the billiagd the
maintenance costs incurred generates both defassats and
deferred revenues. Deferred assets under theseédomgaftermarket
contracts totaled $290 million and $270 milliorDecember 31,
2010 and 2009, respectively and are included iredlsets in the
accompanying Consolidated Balance Sheets. Defezxethues
generated totaled $1,474 million and $1,238 milkoiDecember 31,
2010 and 2009, respectively, and are included icrded liabilities
and Other long-term liabilities in the accompany@wgnsolidated
Balance Sheets.

We have a 33% interest in International Aero EngiA& (IAE),
an international consortium of four shareholdegmaaized to support
the V2500 commercial aircraft engine program. @teriest in IAE is
accounted for under the equity method of accountiig may offer
customer financing in the form of guarantees, stdebt or lease
financing in connection with V2500 engine salesD&cember 31,
2010, IAE had financing commitments of $709 milliand asset
value guarantees of $42 million. Our share of |Aligncing
commitments and asset value guarantees was ap@i@kym
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$244 million at December 31, 2010. In addition, |A&d lease
obligations under long-term noncancelable leaseppfoximately
$241 million, on an undiscounted basis, through02@2ated to
aircraft, which are subleased to customers undey-term leases.
These aircraft have fair market values, which appnate the
financed amounts, net of reserves. The sharehaddéf&E have
guaranteed IAE’s financing arrangements to thergxa&their
respective ownership interests. In the event cduleby a
shareholder on certain of these financing arrangésnéhe other
shareholders would be proportionately responsible.

Reserves related to aerospace receivables andifiggassets were
$133 million and $141 million at December 31, 2@ha 2009,
respectively. Reserves related to financing comenitis and
guarantees were $38 million and $34 million at Delger 31, 2010
and 2009, respectively.

Note 5: Inventories & Contracts in Progress

(Dollars in millions) 2010 200¢
Raw materials $ 1,221 $ 1,281
Work-in-process 3,259 3,097
Finished goods 3,026 2,88¢
Contracts in progres 6,340 6,47¢
13,846 13,74¢
Less:

Progress payments, secured by lien, on U.S.
Government contracts (275) (264)
Billings on contracts in progre: (5,805) (5,979
$ 7,766 $ 7,50¢

Raw materials, work-in-process and finished goodsat of
valuation reserves of $799 million and $683 millesof
December 31, 2010 and 2009, respectively. As ofber 31, 2010
and 2009, inventory also includes capitalized @mttdevelopment
costs of $804 million and $862 million, respectiyaklated to certain
aerospace programs. These capitalized costs wiifjbielated as
production units are delivered to the customer. ddtalized
contract development costs within inventory priadliprelate to
capitalized costs on Sikorsky’s CH-148 contractwtiite Canadian
government. The CH-148 is a derivative of the H®®ilitary
variant of the S-92.

Contracts in progress principally relate to elevatud escalator
contracts and include costs of manufactured comgsne
accumulated installation costs and estimated egsron incomplete
contracts.

Our sales contracts in many cases are long-termnaas expected
to be performed over periods exceeding twelve n®mkh
December 31, 2010 and 2009, approximately 75% apl 7
respectively, of total inventories and contracts in



progress have been acquired or manufactured underieng-term
contracts, a portion of which is not scheduleddelivery within the
next twelve months.

Note 6: Fixed Assets

Estimater

(Dollars in millions) Useful Lives 2010 200¢
Land $ 342 $ 34t
Buildings and improvements 12-40 year 4,908 4,89¢
Machinery, tools and equipme 3-20 year 10,010 9,941
Other, including under construction 654 492
15,914 15,677

Accumulated depreciation (9,634) (9,319
$ 6,280 $ 6,364

Depreciation expense was $900 million in 2010, $8fiZon in
2009 and $865 million in 2008.

Note 7: Accrued Liabilities

(Dollars in millions) 2010 200¢
Advances on sales contracts and service bill $ 5,203 $ 5,261
Accrued salaries, wages and employee benefits 1,918 1,801
Litigation and contract matte 577 541
Income taxes payable 504 34¢
Service and warranty accrui 449 447
Accrued restructuring costs 358 402
Interest payabl 294 29€
Accrued workers compensati 210 181
Accrued property, sales and use taxes 209 19€
Other 2,525 2,312

$12,247 $11,79:

Note 8: Borrowings and Lines of Credit

Short-term borrowings were $116 million and $254iar as of
December 31, 2010 and 2009, respectively. The weigaverage
interest rates applicable to short-term borrowiogstanding at
December 31, 2010 and 2009 were 6.3% and 4.8%gcteply. At
December 31, 2010, approximately $2.0 billion waailable under
short-term lines of credit with local banks at @arious domestic and
international subsidiaries. As of December 31, 2&i@ 2009, we did
not have any outstanding commercial paper. We géperse our
commercial paper borrowings for general corporatpgses,
including the funding of potential acquisitions aegurchases of our
common stock.

At December 31, 2010, we had new committed revgleiredit
agreements from banks permitting aggregate borgsvirf up to $3.0
billion under a $1.6 billion revolving credit agreent and a $1.4
billion multicurrency revolving credit agreementhish expire in
November 2014 and Decemt
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2014, respectively. These new revolving credit egrents were
entered into on November 30, 2010 and Decembed1),2
respectively, to replace our former revolving ctedjreements which
had permitted aggregate borrowings of up to $2lebiunder a $1.5
billion revolving credit agreement and a $1.0 billimulticurrency
revolving credit agreement which were set to expir®ctober 2011
and November 2011, respectively. As of DecembefB810 and
2009, there were no borrowings under these revgleradit
agreements. The undrawn portions under both oéthgeeements are
also available to serve as backup facilities feriisuance of
commercial paper.

Our long-term debt consists of the following:

(Dollars in millions) 2010 200¢
4.375% notes due 2010 * $ — $ 60C
7.125% notes due 201C — 50C
6.350% notes due 2011 * — 50C
6.100% notes due 2012 500 50C
4.875% notes due 2015 * 1,200 1,20¢
5.375% notes due 2017 1,000 1,00¢
6.125% notes due 2019 * 1,250 1,25(C
8.875% notes due 20: 272 272
4.500% notes due 2020 * 1,250 —
8.750% notes due 20: 250 25C
6.700% notes due 20: 400 40C
7.500% notes due 2029 * 550 55C
5.400% notes due 203t 600 60C
6.050% notes due 2036 * 600 60C
6.125% notes due 203¢€ 1,000 1,00(
5.700% notes due 2040 * 1,000 —
Project financing obligatior 141 15¢
Other (including capitalized leases) 160 11C

Total lon¢-term debr 10,173 9,49(

Less current portion (163) (1,239

Long-term portion $10,010 $ 8,257

* We may redeem the above notes, in whole or i, paour option at any time at a
redemption price in U.S. dollars equal to the greaf 100% of the principal amount of
the notes to be redeemed or the sum of the preakrgs of the remaining scheduled
payments of principal and interest on the notdsetoedeemed, discounted to the
redemption date on a semiannual basis at the adjigtasury rate plus 10-50 basis
points. The redemption price will also include net& accrued to the date of redemption
on the principal balance of the notes being redee

In February 2010, we issued two series of fixed rattes that pay
interest semiannually, in arrears, on April 15 &uober 15 of each
year beginning October 15, 2010. The $1.25 bilpancipal amount
of fixed rate notes bears interest at a rate equéab00% per year
and matures on April 15, 2020. The $1.0 billiompipal amount of
fixed rate notes bears interest at a rate equal7@0% per year and
matures on April 15, 2040. The proceeds from tmeges were used
primarily to fund a portion of the acquisition dfet GE Security
business, and to repay commercial paper borrowings.



In May 2010, we repaid the entire $600 million ¢arsling
principal amount of our 4.375% notes at maturityJune 2010, we
redeemed the entire $500 million outstanding ppakcamount of our
7.125% notes that would otherwise have been dueiber 15,
2010 and in September 2010, we redeemed the &50@ million
outstanding principal amount of our 6.350% noted tould
otherwise have been due March 1, 2011.

The project financing obligations noted above asoaiated with
the sale of rights to unbilled revenues relatethéoongoing activity
of an entity owned by Carrier. The percentage ta tebt at floating
interest rates was 2% and 3% at December 31, 264@@09,
respectively.

The schedule of principal payments required on-@nm debt for
the next five years and thereafter is:

(Dollars in millions)

2011 $ 163
2012 543
2013 4
2014 39
2015 1,206
Thereaftel 8,218
Total $10,173

We have an existing universal shelf registrati@beshent filed with
the Securities and Exchange Commission (SEC) fandeterminate
amount of securities for future issuance, subj@ciur internal
limitations on the amount of debt to be issued utldis shelf
registration statement.

Note 9: Equity

Consistent with the requirements under the Busi@essbinations
Topic of the FASB ASC and the accounting for noricahing
interests in Consolidated Financial Statementagdapted in 2009,
changes in noncontrolling interests that do natltés a change of
control and where there is a difference betwearnvtdue and
carrying value are accounted for as equity tramsest A summary of
these changes in ownership interests in subsidiarid the pro-forma
effect on Net income attributable to common sharezra had they
been recorded through net income is provided below:

(Dollars in millions) 2010 200¢ 200¢
Net income attributable to common shareowi $4,373 $3,82¢ $4,68¢
Transfers to noncontrolling intere—
Decrease in common stock for purchas
subsidiary share (12) (67) —
Net income attributable to common shareowi
after transfers to noncontrolling interests $4,361 $3,762 $4,68¢
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Note 10: Income Taxes

The income tax expense (benefit) for the years @ mibEember 31,
consisted of the following components:

(Dollars in millions) 2010 200¢ 200¢
Current:
United States
Federal $ 122 $ 23¢ $ 57€
State 128 54 51
Foreign 1,164 837 1,211
1,414 1,13 1,83¢
Future:
United States
Federal $ 461 $ 37C $ 14z
State — 41 (52)
Foreign (48) 40 (45)
413 451 45
Income tax expense $1,827 $1,581 $1,88:
Attributable to items credited (charged)
equity and goodwil $ 276 $ (782) $2,81¢

Future income taxes represent the tax effectsaok#ctions, which
are reported in different periods for tax and ficiahreporting
purposes. These amounts consist of the tax efféttsnporary
differences between the tax and financial reportialgnce sheets and
tax carryforwards. Pursuant to the Income Taxesclofthe FASB
ASC, current and non-current future income tax Benand payables
within the same tax jurisdiction are generally efffor presentation
in the Consolidated Balance Sheet.

The tax effects of net temporary differences ancctaryforwards
which gave rise to future income tax benefits aaghples at
December 31, 2010 and 2009 are as follows:

(Dollars in millions) 2010 200¢
Future income tax benefit
Insurance and employee benefits $1,986 $2,20¢
Other asset basis differenc (540) (357)
Other liability basis difference 958 901
Tax loss carryforwards 729 764
Tax credit carryforward 1,371 1,177
Valuation allowance (911) (909
$3,593 $3,791
Future income taxes payab
Fixed assets $ 647 $ 65C
Other items, ne 190 122
$ 837 $ 77%

Valuation allowances have been established prignfiltax credit
carryforwards, tax loss carryforwards, and cerfaieign temporary
differences to reduce the future income tax benédiexpected
realizable amounts. Upon the January 1,



2009 adoption of the additional guidance issuectutite Income
Taxes Topic of the FASB ASC related to the accagntor business
combinations, changes in deferred tax asset valuatiowances and
income tax uncertainties after the acquisition dgteerally will
affect income tax expense including those assatiaith
acquisitions that closed prior to the date of awopt

The sources of income before income taxes are:

(Dollars in millions) 2010 200¢ 200¢
United States $2,655 $2,58¢ $2,89¢
Foreign 3,883 3,17¢ 4,037

$6,538 $5,76( $6,93€

With few exceptions, U.S. income taxes have nohlpgevided on
undistributed earnings of international subsid&rleis not
practicable to estimate the amount of tax that tighpayable. Our
intention is to reinvest these earnings permanenttgide the U.S. or
to repatriate the earnings only when it is taxeffe to do so.
Accordingly, we believe that U.S. tax on any eagsithat might be
repatriated would be substantially offset by Udefgn tax credits.

Differences between effective income tax ratesthadtatutory
U.S. federal income tax rate are as follows:

2010 200¢ 200¢
Statutory U.S. federal income tax rate 35.0% 35.0 % 35.0 %
Tax on international activitie (7.6)% (6.9)% (6.9)%
Tax audit settlements — (0.7)% (0.8)%
Other 0.5 % — (0.2)%
Effective income tax rate 27.9 % 27.4 % 27.1%

The 2010 effective tax rate increased as compar20@9 due to
the absence of certain discrete items which haat éamorable impact
in 2009. The 2010 effective tax rate reflects a-remurring tax
expense reduction associated with management’sidedd
repatriate additional high tax dividends from therent year to the
U.S. in 2010 as a result of recent U.S. tax lei@la This is partially
offset by the non-deductibility of impairment chasgthe adverse
impact from the health care legislation relateth®wMedicare Part D
program and other increases to our effective tax ra

The 2009 effective tax rate reflects approximag&dg million of
tax expense reductions relating to re-evaluatioouofliabilities and
contingencies based on global examination actiuigluding the
IRS’s completion of 2004 and 2005 examination fiedk and our
related protest filing. As a result of the globshmination activity,
we recognized approximately $18 million of assasigbre-tax
interest income adjustments during 2009.
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The 2008 effective tax rate reflects $62 milliorta{t expense
reductions, principally related to the resolutidrdisputes with the
Appeals Division of the IRS for tax years 2000 tigh 2003.

In the normal course of business, various tax aitte® examine
us, including the IRS. The IRS review of tax ye2086 through 2008
is ongoing. Although the outcome of these mattarsiot be
currently determined, we believe adequate provismmbeen made
for any potential unfavorable financial statemampact.

At December 31, 2010, tax credit carryforwardspgpally state
and federal, and tax loss carryforwards, principstate and foreign,
were as follows:

Tax Credi Tax Los!

(Dollars in millions) Carryforward Carryforward
Expiration period

2011-2015 $ 29 $ 50¢

201€-2020 397 232

2021-2030 24¢ 574

Indefinite 697 1,99¢

Total $ 1,371 $ 3,318

At December 31, 2010, we had gross tax-effectedaognized tax
benefits of $891 million, all of which, if recogmid, would impact the
effective tax rate. A reconciliation of the begimgiand ending
amounts of unrecognized tax benefits and intergerese related to
unrecognized tax benefits for the years ended Dbeefil, 2010,
2009, and 2008 is as follows:

(Dollars in millions) 2010 200¢ 200¢
Balance at January 1 $793 $ 773 $ 79¢
Additions for tax positions related to the current

year 115 90 112
Additions for tax positions of prior yea 80 174 66
Reductions for tax positions of prior years (81) (20 (85)
Settlement: (16) (229 (11§
Balance at December ! $891 $ 792 $ 772
Gross interest expense related to unrecognize

benefits $ 27 $ 21 $ 39
Total accrued interest balance at December 31 $144 $ 142 $ 161

Included in the balances at December 31, 2009 668, 2vere $57
million and $63 million, respectively, of tax pasits whose tax
characterization was highly certain but for whibbre was
uncertainty about the timing of tax return inclusi®uring 2010, the
uncertainty was removed as a result of an accogintigthod change
approved by the Internal Revenue Service.



We conduct business globally and, as a result, biT@e or more
of our subsidiaries files income tax returns in th8. federal
jurisdiction and various state and foreign jurisidies. In the norme
course of business we are subject to examinatidebbgg authorities
throughout the world, including such major jurigdios as Australia,
Belgium, Canada, China, France, Germany, Hong Khaly, Japan,
South Korea, Singapore, Spain, the United Kingdadhthe United
States. With few exceptions, we are no longer stiltigeU.S. federal,
state and local, or non-U.S. income tax examinatfonyears before
1998.

It is reasonably possible that over the next twehamths the
amount of unrecognized tax benefits may changemwithtange of a
net increase of $40 million to a net decrease @D$million resulting
from additional worldwide uncertain tax positiofrgm the re-
evaluation of current uncertain tax positions agsrom
developments in examinations, in appeals, or ircthats, or from
the closure of tax statutes. Not included in thegeais €197 million
(approximately $259 million) of tax benefits that Wwave claimed
related to a 1998 German reorganization. Thesbdagfits are
currently being reviewed by the German Tax Offic¢hie course of
an audit of tax years 1999 to 2000. In 2008 ther@erFederal Tax
Court denied benefits to another taxpayer in a tassving a
German tax law relevant to our reorganization. déermination of
the German Federal Tax Court on this other matter appealed to
the European Court of Justice (ECJ) to determittgeifunderlying
German tax law is violative of European Union (Eldinciples. On
September 17, 2009 the ECJ issued an opinionsrctise that is
generally favorable to the other taxpayer and retethe case back to
the German Federal Tax Court for further considemnadf certain
related issues. In May 2010, the German FederalClaxt released
its decision, in which it resolved certain tax issuhat may be
relevant to our audit and remanded the case taverloourt for
further development. After consideration of the Efgdision and the
latest German Federal Tax Court decision, we coatio believe that
it is more likely than not that the relevant Gerntaxlaw is violative
of EU principles and we have not

42

accrued tax expense for this matter. As we contiaugonitor
developments related to this matter, it may becoewessary for us
to accrue tax expense and related interest.

Note 11: Employee Benefit Plans
We sponsor numerous domestic and foreign emplogeefit plans,
which are discussed below.

Employee Savings PlarWe sponsor various employee savings
plans. Our contributions to employer sponsorednaeficontribution
plans were $200 million, $192 million and $212 ioifl for 2010,
2009 and 2008, respectively. Effective Januaryol02 newly hired
non-union domestic employees receive all of thetirement benefits
through the defined contribution savings plan.

Our non-union domestic employee savings plan usésmployee
Stock Ownership Plan (ESOP) for employer contriimgi External
borrowings were used by the ESOP to fund a podfdts purchase
of ESOP stock from us. The external borrowings Haeen
extinguished and only re-amortized loans remaiwéen the
company and the ESOP Trust. As ESOP debt servigeqrds are
made, common stock is released from an unreledsgdsaccount.
ESOP debt may be prepaid or re-amortized to eitloeease or
decrease the number of shares released so thaltieeof released
shares equals the value of plan benefit. We may atsour option,
contribute additional common stock or cash to tBOB.

Shares of common stock are allocated to employEs&P
accounts at fair value on the date earned. Casgthetils on common
stock held by the ESOP are used for debt servigmeats.
Participants receive additional shares in lieuashcdividends.
Common stock allocated to ESOP participants isugted in the
average number of common shares outstanding forbzstic and
diluted earnings per share. At December 31, 203.®, &illion
common shares had been allocated to employee#de20.4 million
unallocated common shares in the ESOP Trust, withpproximate
fair value of $1.6 billion.



Pension PlansWe sponsor both funded and unfunded domestic and
foreign defined benefit pension plans that coverrttajority of our
employees. Our plans use a December 31 measurdatent
consistent with our fiscal year.

(Dollars in millions) 2010 200¢
Change in Benefit Obligation:
Beginning balance $ 22,271 $ 21,51

Service cos 396 42¢

Interest cost 1,287 1,28t
Actuarial loss 1,625 471
Total benefits paid (1,216) (1,162)
Net settlement and curtailment gi (37) (62)
Plan amendments 121 (5349
Other (2) 332
Ending balance $ 24,445 $ 22,27
Change in Plan Assets:

Beginning balance $ 19,377 $ 15,94(
Actual return on plan asse 2,635 3,00
Employer contributions 1,621 1,30¢
Benefits paid from plan ass¢ (1,216) (1,117)

Other (33) 23€

Ending balanc: $ 22,384 $ 19,377
Funded Status:
Fair value of plan asse $ 22,384 $19,371
Benefit obligations (24,445) (22,277)
Funded status of ple $ (2,061) $ (2,899
Amounts Recognized in the Consolidated

Balance Sheet Consist of:
Noncurrent asse $ 637 $ 341
Current liability (58) (72)
Noncurrent liability (2,640) (3,169
Net amount recognize $ (2,061) $ (2,899
Amounts Recognized in Accumulated Other

Comprehensive Income Consist of:
Net actuarial los $ 7,223 $ 6,767
Prior service credit (184) (313

Transition obligatior 6 7
Net amount recognize $ 7,045 $ 6,461

The amounts included in “Other” in the precedingdaeflect the
impact of foreign exchange translation, primardy plans in the
United Kingdom and Canada.

Qualified domestic pension plan benefits comprigeraximately
76% of the projected benefit obligation. Benefis dinion employees
are generally based on a stated amount for eactofearvice. For
non-union employees, benefits are generally baseah@mployee’s
years of service and
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compensation near retirement. Effective JanuaB015, this formula
will change to the existing cash balance formué thas adopted in
2003 for newly hired non-union employees and fbeeohon-union
employees who made a one-time voluntary electidrate@ future
benefit accruals determined under this formulasTité&n change
resulted in a $623 million reduction in the progetbenefit obligation
as of December 31, 2009. Certain foreign planschvbomprise
approximately 23% of the projected benefit obligatiare considered
defined benefit plans for accounting purposes. Nalified domestic
pension plans provide supplementary retirementfiierie certain
employees and are not a material component ofrtfjeqied benefit
obligation.

We made $1,001 million of cash contributions andtgbuted
$250 million in UTC common stock to our domestidinked benefit
pension plans and made $298 million of cash cautinhs to our
foreign defined benefit pension plans in 2010.002 we made $951
million of cash contributions to our domestic definbenefit pension
plans and made $319 million of cash contributianeur foreign
defined benefit pension plans.

Information for pension plans with accumulated Higbligation
in excess of plan assets:

(Dollars in millions) 2010 200¢
Projected benefit obligatic $21,556 $18,32%
Accumulated benefit obligation 20,562 17,34:
Fair value of plan asse 18,885 15,31¢

The accumulated benefit obligation for all defirmhefit pension
plans was $23.2 billion and $20.8 billion at Decem®1, 2010 and
2009, respectively.

The components of the net periodic pension cosasifellows:

(Dollars in millions) 2010 200¢ 200¢
Pension Benefits
Service cos $ 396 $ 42¢ $ 44¢€
Interest cost 1,287 1,28% 1,26:
Expected return on plan ass (1,735) (1,634 (1,66%)
Amortization of prior service
(credits) cost: (18) 56 49
Amortization of unrecognized
net transition obligatio 1 1 1
Recognized actuarial net lo 285 22¢€ 11¢
Net settlement and curtailment
loss 2 102 1
Net periodic pension co— employer $ 218 $ 46E $ 21€




Other changes in plan assets and benefit obligatiecognized in
other comprehensive income in 2010 are as follows:

(Dollars in millions)
Current year actuarial loss $ 728
Amortization of actuarial los (285)
Current year prior service cost 121
Amortization of prior service crec 18
Amortization of transition obligation 1)
Other (22)
Total recognized in other comprehensive income 559
Net recognized in net periodic pension cost anérotbmprehensiv
income $ 777

The estimated amount that will be amortized froruatulated
other comprehensive income into net periodic pensast in 2011 is
as follows:

(Dollars in millions)

Net actuarial los $461

Prior service cred (12)

Transition obligation 1
$450

Contributions to multiemployer plans were $117 ioii| $126
million and $163 million for 2010, 2009 and 2008spectively.

Major assumptions used in determining the benéfigation and
net cost for pension plans are presented in thewolg table as
weighted-averages:

Benefit
Obligation Net Cos!
2010 200¢ 2010 200¢ 200¢
Discount rate 5.4% 5.9% 5.9% 6.1% 6.0%
Salary scale 4.4% 4.4% 4.4% 4.4% 4.4%
Expected return on plan ass — — 8.0% 8.2% 8.3%

44

In determining the expected return on plan ass&ts;onsider the
relative weighting of plan assets, the historicafgrmance of total
plan assets and individual asset classes, and @ooaod other
indicators of future performance. In addition, wayntonsult with
and consider the opinions of financial and othefgssionals in
developing appropriate capital market assumptiBesurn
projections are also validated using a simulatiadeh that
incorporates yield curves, credit spreads andmiskniums to project
long-term prospective returns.

The plan’s investment management objectives inctodmtaining
an adequate level of diversification, to reducerest rate and market
risk, and to provide adequate liquidity to meet ieatiate and future
benefit payment requirements. The overall investrarategy targets
a mix of 67% growth seeking assets and 33% incoenemting
assets using a wide diversification of asset tyfues] strategies and
investment managers. The growth seeking allocatimsists of
global public equities in developed and emergingntaes, private
equity, real estate and balanced market risk gfiegeWithin global
equities, 12% of the portfolio is an enhanced gugtitategy that
invests in publicly traded equity and fixed incoseeurities,
derivatives and foreign currency. Investments iagte equity are
primarily via limited partnership interests in bowt strategies with
smaller allocations in distressed debt funds. Ha estate strategy is
principally concentrated in directly held U.S. careestments with
some smaller investments in international, valugeadand
opportunistic strategies. Within the income geriegaassets, the
fixed income portfolio consists of a broadly diviiesl portfolio of
corporate bonds, global government bonds and UeasTiry
STRIPS. These investments are designed to hedgef i interest
rate sensitivity of the pension plan liabilities.



The fair values of pension plan assets at DeceBithe2010 and

2009 by asset category are as follows:

Quoted Prices Significan
Significan
Active Market: Observabl Unobservabl
For Identica
Asset: Inputs Inputs
(Dollars in millions) (Level 1 (Level 22 (Level 3 Total
Asset Category:
Public Equities
Global Equities $ 533 $ 7 $ 1| $ 5340
Global Equity
Commingled
Funds (a — 3,20( — 3,200
Enhanced Globa
Equities (b) 57 1,66: 24E 1,964
Private Equities (c — — 1,134 1,134
Fixed Income
Securities
Government: 691 1,14¢ — 1,840
Corporate Bonds 21 5,42¢ — 5,445
Structured
Products (d — 7€ — 76
Real Estate (e — 26 944 970
Other (f) — 1,517 — 1,517
Cash & Casl
Equivalents (g — 292 — 293
Subtotal $ 6,101| $ 13,35:| $ 2,32¢ 21,779
Other Assets &
Liabilities (h) 605
Total at December 31, 2010 $22,384
Public Equities
Global Equities $ 459 | $ 41 $ — | $ 4,59¢
Global Equity
Commingled
Funds (a; 77 2,69t — 2,77z
Enhanced Global
Equities (b) 22 1,53¢ 11 1,571
Private Equities (c — — 1,04¢ 1,04t
Fixed Income
Securities
Government: 14¢ 78¢€ — 93¢t
Corporate Bond 76 5,62( — 5,69¢
Structured
Products (d — 1 — 1
Real Estate (e — 51 71E 76€
Other (f) 50 1,10¢ — 1,15C
Cash & Casl
Equivalents (g 19C 241 — 431
Subtotal $ 515¢| $ 12,03¢| $ 1,771 18,96¢
Other Assets &
Liabilities (h) 411
Total at December 31, 2009 $ 19,377
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(a) Represents commingled funds that invest primanilgdmmon stock

(b) Represents enhanced equity separate accousbamdingled fund portfolios. A
portion of the portfolio may include long-short rker neutral and relative value
strategies that invest in publicly traded, equitd &ixed income securities, as well as
derivatives of equity and fixed income securitied &reign currency.

(c) Represents limited partner investments with gengaethers that primarily invest
debt and equity

(d) Represents mortgage and a-backed securitie:

(e) Represents investments in real estate incluchingmingled funds and directly held
properties

(f) Represents insurance contracts and global bathrisk commingled funds consisting
mainly of equity, bonds and some commodit

(g) Represents sh«-term commercial paper, bonds and other cash o-like instruments

(h) Represents trust receivables and payables thabateveled

Derivatives in the plan are primarily used to manegk and gain
asset class exposure while still maintaining ligyidDerivative
instruments mainly consist of equity futures, inttrrate futures,
interest rate swaps and currency forward contracts.

Our common stock represents approximately 3% and#4tal
plan assets at December 31, 2010 and 2009, resggctiVe review
our assets at least quarterly to ensure we arénvifie targeted asset
allocation ranges and, if necessary, asset balameesdjusted back
within target allocations. We employ a broadly dsified investment
manager structure that includes diversificatiorabtive and passive
management, style, capitalization, country, seaaolystry and
number of investment managers.



The fair value measurement of plan assets usimgfisignt unobservable inputs (Level 3) changed tuthe following:

Changes in Fair Value Measurements Using Signifithmobservable Inputs (Level
Global Equity Enhance
Corporat
Globa Comminglet Globa Private Rea
(Dollars in millions) Equities Fund: Equities Equities Bond: Estatt Total
Balance, December 31, 20 $ — $ 21 $ 7 $ 99C $ 96 $ 894 $2,00¢
Realized (losses) gail — (4) — (90) 13 (35) (11¢)
Unrealized gains (losses) relating to instrumetilisheld in the reporting perio — 5 — 14C 30 (22¢) (59)
Purchases, sales, and settlements — (22) 4 5 (13¢ 84 (68)
Balance, December 31, 20 — — 11 1,04t — 71E 1,771
Realized gains (losse — — — 157 — (6) 151
Unrealized gains relating to instruments still hieldhe reporting period — — 9 51 — 63 123
Purchases, sales, and settlements 1 — 225 (119) — 150 257
Transfers in, net — — — — — 22 22
Balance, December 31, 2010 $ 1 $ — | $ 245]| $1,134 $ — | $944 $2,324

Quoted market prices are used to value investnvems
available. Investments in securities traded on amghs, including
listed futures and options, are valued at therbgstrted sale prices on
the last business day of the year or, if not abelathe last reported
bid prices. Fixed income securities are primariyasured using a
market approach pricing methodology, where obséevatices are
obtained by market transactions involving identmatomparable
securities of issuers with similar credit ratinikrtgages have been
valued on the basis of their future principal amliest payments
discounted at prevailing interest rates for similar
investments. Investment contracts are valued avédie by
discounting the related cash flows based on cuyiiefds of similar
instruments with comparable durations. Real egtatestments are
valued on a quarterly basis using discounted dashrhodels which
consider long-term lease estimates, future reetaipts and
estimated residual values. Valuation estimatesapplemented by
third-party appraisals on an annual basis.

Private Equity limited partnerships are valued tpréy using
discounted cash flows, earnings multiples and ntarke
multiples. Valuation adjustments reflect changesgarating
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results, financial condition, or prospects of thelaable portfolio
company. Over-the-counter securities and governwigigations are
valued at the bid prices or the average of theahiiask prices on the
last business day of the year from published seuceif not
available, from other sources considered reliaggeerally broker
guotes. Temporary cash investments are statedsgtveioich
approximates fair value.

Estimated Future Contributions and Benefit Payments

We expect to make contributions of approximatelg@#illion to
our global pension plans in 2011, including appmadely $250
million to our domestic plans. Contributions do neffect benefits to
be paid directly from corporate assets.

Benefit payments, including amounts to be paid fomporate
assets, and reflecting expected future servicappsopriate, are
expected to be paid as follows: $1,290 million @12, $1,334
million in 2012, $1,374 million in 2013, $1,430 fwh in 2014,
$1,489 million in 2015, and $8,416 million from through 2020.



Postretirement Benefit PlanwWe sponsor a number of postretirement Other changes in plan assets and benefit obligatierognized in

benefit plans that provide health and life beneétsligible retirees. other comprehensive income in 2010 are as follows:
Such benefits are provided primarily from domeptans, which
comprise approximately 86% of the benefit obligatidhe (Dollars in millions)
postretirement plans are primarily unfunded. Assefanded plans Current year actuarial gain $(27)
are primarily invested in cash and cash equivalents Amortization of prior service crec 2
Amortization of actuarial net gain 1
R Total recognized in other comprehensive incc (24)
C
(Bollars in milions) 2010 200¢ Net recognized in net periodic other postretirentmsmtefit cost and otht
comprehensive incon $ 20
Changg in Benefit Obligation:
Beginning balanc $ 876 $871 The estimated amounts that will be amortized fracuanulated
Service cost 2 2 . R . .. ..
Interest cos 26 50 other comprehensive income into net periodic béseft in 2011
Actuarial (gain) lost (29) 20 include actuarial net gains of $9 million and piservice credits of
Total benefits paid (105) (83 $2 million.
Oth 42 16 . . . . L
End?;g balance $832 $87€ Major assumptions used in determining the benéfigation and
net cost for postretirement plans are presentéukifollowing table
Change in Plan Assets: as Welghted-averages.
Beginning balanc $ 11 $ 16 ]
Actual return on plan assets () — Benefit
Employer contribution 76 73 Obligation Net Cos'
Benefits paid from plan assets (105) (83) 2010 200¢ 2010 200¢ 200¢
g”!fr - 28 s 1? Discount rate 4.9% | 55%| 55% | 6.0%| 5.9%
pnangialancy $ 1 Expected return on plan ass — — 5.0% 5.8% 7.8%
Funded Status: Assumed health care cost trend rates are as follows
Fair value of plan assets $ 10 $ 11
Benefit obligations (832) (876)
Funded status of plan $(822) $(865) 2010 200¢
Health care cost trend rate assumed for next 9.0% 8.0%
. . ) Rate that the cost trend rate gradually declines to 5.0% 5.0%
Amounts Recognized in the Consolidated Balance Year that the rate reaches the rate it is assumeshtain a 2019 201¢€
Sheet Consist of:
Current liabilit $ (66 $ (81 . .
Noncurrent |ia{)i|ity (7(563 (7(84§ Assumed health care cost trend rates have a signifeffect on the
$(822) $(86E) amounts reported for the health care plans. A @regmtage-point
change in assumed health care cost trend ratesl\maué the
Amounts Recognized in Accumulated Other fO||OWiI’]g effects:
Comprehensive Income Consist of:
Net actuarial gail $(130) $(104) )
Prior service cost (credit) 1 2 2010 On-Percentag-Point
$(129) $(10€) (Dollars in millions) Increas Decreas
Effect on total service and interest ¢ $ 2 $ 2
Effect on postretirement benefit obligati $ 44 $  (38)

The components of net periodic benefit cost afeliswvs:

Estimated Future Benefit Payments

(Dollars in millions) 2010 200¢ 200¢ - ! i )

Other Postretirement Benefr Benefit payments, including net amounts to be fraich corporate
Service cos $ 2 $ 2 $ 3 assets and reflecting expected future serviceppopriate, are
Interest cost 46 50 53 i . HIH i HIH i

expected to be paid as follows: $73 million in 20821 million in
E d [ 1 1 2 o P o L
A)r;p;fifaﬂg?gfnp?%f;nn,?fg i EZ; EZ; Efii 2012, $69 million in 2013, $67 million in 2014, $68llion in 2015,
Recognized actuarial net g ) ©) — and $263 million from 2016 through 2020.
Net periodic other postretirement benefit ¢ $ 44 $ 46 $ 48
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Stock-based Compensatidie have long-term incentive plans
authorizing various types of market and performarased incentive
awards that may be granted to officers and empky@ar Long
Term Incentive Plan (LTIP) was initially approved April 13, 2005
and amended in 2008 to increase the maximum nuailstrares
available for award under the LTIP to 71 milliorasés. Following
initial approval of the LTIP, we may not grant amgw awards under
previously existing equity compensation plans. ABecember 31,
2010, approximately 16 million shares remain avd@dor awards
under the LTIP. The LTIP does not contain an anauedrd limit.
We expect that the shares awarded on an annualwélsiange from
1% to 1.5% of shares outstanding. The LTIP williexpfter all
shares have been awarded or April 30, 2014, whihievsooner.

Under all long-term incentive plans, the exercigegpof awards
is set on the grant date and may not be less Heafair market value
per share on that date. Generally, stock appreniaijhts and stock
options have a term of ten years and a minimunethear vesting
period. In the event of retirement, awards heldhfiore than one year
shall immediately become vested and exercisabladdition, under
the LTIP, awards with performance-based vestinggaly have a
minimum three-year vesting period and vest basegkesformance
against pre-established metrics. In the eventtoEraent, awards
held more than one year remain eligible to vest.HAAee historically
repurchased shares of our common stock in an anablerst equal
to the number of shares issued under our equitypeosation
arrangements and expect to continue this policy.

We measure the cost of all share-based paymenhsding
stock options, at fair value on the grant dater@edgnize this cost in
the statement of operations. For the years endedrblger 31, 2010,
2009 and 2008, $154 million, $153 million and $2dillion,
respectively, of compensation cost was recognigexperating
results. The associated future income tax berefitgnized was $47
million, $49 million and $72 million for the yeaended
December 31, 2010, 2009 and 2008, respectively.

For the years ended December 31, 2010, 2009 arf 260
amount of cash received from the exercise of stmtlons was $386
million, $342 million and $163 million, respectiyelwith an
associated tax benefit realized of $139 millior $8llion and $49
million, respectively. In addition, for the yeamsded December 31,
2010 and 2009, the associated tax benefit reafioed the vesting of
performance share units was $20 million and $38anil
respectively. Also, in accordance with the Comptosa- Stock
Compensation Topic of the FASB ASC, for the yeadesl
December 31, 2010, 2009 and 2008, $94 million, ig8lon and $32
million, respectively, of certain tax benefits hdoeen reported as
operating cash outflows with corresponding castoirg from
financing activities.

At December 31, 2010, there was $148 million odltot
unrecognized compensation cost related to non-destaity awards
granted under long-term incentive plans. This &osekpected to be
recognized ratably over a weighted-average periddsoyears.

A summary of the transactions under all long-temgentive plans for the year ended December 31, Rivs:

Stock Option: Stock Appreciation Righ Performance Share Uni |ncgg\i‘

Average Average Average Shares

(shares and units in thousanc Share Price* Share Price* Units Price** Units
Outstanding at

December 31, 20C 38,89¢ $ 42.1( 27,331 $  62.7C 3,11 $ 63.12 631

Granted 529 73.70 6,033 72.98 1,002 71.63 279

Exercised/earned (11,904) 37.21 (1,230) 59.94 (973) 62.81 (69)

Cancelled (184) 44.34 (920) 65.08 (117) 65.22 (34)

December 31, 2010 27,337 $ 44.82 31,220 $  64.72 3,024 $  65.96 807

* weightec-average exercise pri
** weighte-average grant stock pris

The weighted-average grant date fair value of samtions and
stock appreciation rights granted during 2010, 2809 2008 was
$17.86, $16.01 and $21.16, respectively. The weiyalverage grant
date fair value of performance share units, whiest wpon achieving
certain performance metrics, granted during 200092and 2008
was $78.73,
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$61.56 and $84.01, respectively. The total faiugadf awards vested
during the years ended December 31, 2010, 2002608 was $172
million, $235 million and $144 million, respectiyelThe total
intrinsic value (which is the amount by which theck price
exceeded the exercise price on the date of exgistock options
and stock appreciation rights



exercised during the years ended December 31, 2000, and 2008
was $446 million, $296 million and $173 millionspectively. The
total intrinsic value (which is the stock price

at vesting) of performance share units vested vgasdillion and
$100 million during the years ended December 31026hd 2009,
respectively.

The following table summarizes information aboutiggawards outstanding that are vested and exgéoteest and equity awards outstanc

that are exercisable at December 31, 2010:

Equity Awards Vested and Expected to ' Equity Awards That Are Exercisat
Aggregat Aggregat
Average Intrinsic Remaining Average Intrinsic Remaining
(shares in thousands, aggregate intrinsic valumitions) Awards Price* Value Term** Awards Price* Value Term**
Stock Options/Stock Appreciation Rigt 58,06 $ 55.11 $ 1,371 5.2 39,01¢ $ 49.57 $ 1,137 3.8
Performance Share Units/Restricted St 2,402 — $ 18¢ 1.2

* weighte-average exercise price per sh
** weighte(-average contractual remaining term in ye

The fair value of each option award is estimatethendate of
grant using a binomial lattice model. The followitadple indicates the
assumptions used in estimating fair value for thary ended
December 31, 2010, 2009 and 2008. Because lattisecboption
models incorporate ranges of assumptions for inplodse ranges are
as follows:

2010 200¢ 200¢
Expected volatility 24% - 28% 30%- 42% 23%- 26%
Weighted-average volatility 25% 30% 23%
Expected term (in year 74-79 7.4-7¢ 7.9-8.7
Expected dividends 2.7% 2.1% 1.6%
Risk-free rate 0.1% - 4.0% 0% - 2.5% 2.9%- 4.0%

Expected volatilities are based on the returnsuofstock,
including implied volatilities from traded options our stock for the
binomial lattice model. We use historical datastireate equity
award exercise and employee termination behavithimihe
valuation model. Separate employee groups andyegwitrd
characteristics are considered separately for tialugurposes. The
expected term represents an estimate of the pefitihe equity
awards are expected to remain outstanding. Thefneéskrate is based
on the term structure of interest rates at the tifrexquity award
grant.
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Note 12: Restructuring and Other Costs

During 2010, we recorded net pre-tax restructuang other costs
totaling $443 million for new and ongoing restruatg actions. We
recorded charges in the segments as follows:

(Dollars in millions)

Otis $ 83
Carrier 75
UTC Fire & Security 78
Pratt & Whitney 13¢
Hamilton Sundstran 37
Sikorsky 14
Eliminations and othe 18
Total $443

The net costs consist of $283 million recordedadst ©f sales,
$159 million in selling, general and administrates@enses and $1
million in other income, net. As described belolmege charges
primarily relate to actions initiated during 201da2009.

2010 ActionsDuring 2010, we initiated restructuring actionsatiglg
to ongoing cost reduction efforts, including wornlde reductions and
consolidation of field operations. We recordedprettax
restructuring and other costs totaling $371 millionrestructuring
actions initiated in 2010, consisting of $221 roitliin cost of sales
and $150 million in selling, general and administe@expenses.

We expect the actions that were initiated in 2@lesult in net
workforce reductions of approximately 5,000 howhd salaried
employees, the exiting of approximately 3.9 millioet square feet of
facilities and the disposal of assets associatdu exited facilities.
As of December 31, 2010, we have completed, wipeet to the
actions initiated in 2010, net workforce reductiofigpproximately
2,400 employees and 300,000 net square feet ditiechave been
exited. We are targeting to



complete in 2011 the majority of the remaining worke and all
facility related cost reduction actions initiated2010. No specific
plans for significant other actions have been freal at this time.

The following table summarizes the accrual balareesutilization
by cost type for the 2010 restructuring actions:

Facility Exit,
Asse Least
Write- Terminatior
and Othe
(Dollars in millions) Severanc Downs Cost: Total
Net pre-tax
restructuring
charges $ 301 $ 19 $ 51 $ 371
Utilization and foreign
exchange (98) (19) (27) (144
Balance at
December 31,
2010 $ 203 $ — $ 24 $227

The following table summarizes expected, incurned @emaining
costs for the 2010 restructuring actions by type:

Facility Exit,
Asse Least
Write- Terminatior
and Othe
(Dollars in millions) Severanc Downs Cost: Total
Expected cost $ 327 $ 19 $ 111 $ 457
Costs incurred durin
2010 (301) (19 (51) (371
Remaining costs at
December 31,
2010 $ 26 $ — $ 60 $ 86

The following table summarizes expected, incurned Bemaining
costs for the 2010 restructuring actions by segment

Costs Remaining

Incurred Costs at

Expecte! During December 31,

(Dollars in millions) Costt 2010 2010
Otis $ 90 $ (87) $ 3
Carrier 10¢ (74) 34
UTC Fire & Security 9C (64) 26
Pratt & Whitney 90 (84) 6
Hamilton Sundstrand 43 (29) 14
Sikorsky 18 (15) 3
Eliminations and other 18 (18) —
Total $ 457 $  (371) $ 86

2009 ActionsDuring 2010, we recorded net pre-tax restructuand
other costs totaling $85 million for restructuriagtions initiated in
2009, consisting of $63 million in cost of salesl &21 million in
selling, general and administrative expenses amdiffibn in other
income, net. The 2009 actions relate to ongoing remhuction efforts,
including workforce reductions, the consolidatidriield operations
and the consolidation of repair and overhaul opanat
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As of December 31, 2010, we have completed net o
reductions of approximately 13,400 employees aéxgrected
14,400, and have exited 1.3 million net squaredéécilities of an
expected 4.7 million net square feet. The remaimingkforce and
facility reduction actions are targeted for comipletduring 2011.

The following table summarizes the restructuringraal balances
and utilization by cost type for the 2009 programs:

Facility Exit,
Asse Least
Write- Terminatior
and Othe
(Dollars in millions) Severanc Downs Cost: Total
Restructuring accruals at
January 1, 201 $ 29t $ — $ 17 $ 31z
Net pre-tax restructuring
charges 19 13 53 85
Utilization and foreign
exchange (201) (13) (52 (26€)
Balance at
December 31, 2010 $ 113 $ — $ 18 $131

The following table summarizes expected, incurned memaining
costs for the 2009 programs by type:

Facility Exit,
Asse Least
Write- Terminatiot
and Othe
(Dollars in millions) Severanc Downs Cost: Total
Expected cost $ 711 $ 82 $ 11€ $ 911
Costs incurred during
2009 (680) (69) (53) (802)
Costs incurred during
2010 (19 (13) (53) (85)
Remaining costs at
December 31,
2010 $ 12 $  — $ 12 $ 24

The following table summarizes expected, incurned emaining
costs for the 2009 programs by segment:

Cost: Costs Remaining
Incurrec Incurred Costs at
Expectel During During December 31,
(Dollars in millions) Cost: 200¢ 2010 2010
Otis $  15E $ (157 $ S $ 1
Carrier 22¢ (205) (11) 13
UTC Fire & Security 11¢ (1093) (24) 2
Pratt & Whitney 232 (174 (56) 3
Hamilton Sundstrar 10z (90) (8) 5
Sikorsky 6 ) 1 —
Eliminations and
other 63 (63) — —
General corporat
expense: 3 3) — —
Total $ 911 $ (802 $ (85) $ 24

Note 13: Financial Instruments

We enter into derivative instruments for risk magragnt purposes
only, including derivatives designated as hedgimegruments under
the Derivatives and Hedging Topic of the FASB AS( ¢éhose
utilized as economic hedges. We operate internatioand, in the
normal course of business, are



exposed to fluctuations in interest rates, for@gohange rates and
commodity prices. These fluctuations can increhsecosts of
financing, investing and operating the business Haie used
derivative instruments, including swaps, forwardtcacts and
options to manage certain foreign currency, intei@s and
commodity price exposures.

By nature, all financial instruments involve market credit risks.
We enter into derivative and other financial instants with major
investment grade financial institutions and haviécf@s to monitor
the credit risk of those counterparties. We linsitisterparty exposure
and concentration of risk by diversifying countetjgs. While there
can be no assurance, we do not anticipate any iadaten-
performance by any of these counterparties.

Foreign Currency Forward ContractWe manage our foreign
currency transaction risks to acceptable limitstlgh the use of
derivatives to hedge forecasted cash flows assatisith foreign
currency transaction exposures which are accodateas cash flow
hedges, as deemed appropriate. To the extentdeesatives are
effective in offsetting the variability of the heslijcash flows, and
otherwise meet the hedge accounting criteria obbevatives and
Hedging Topic of the FASB ASC, changes in the dsdives’ fair
value are not included in current earnings buirackided in
Accumulated other comprehensive loss. These chandas value
will subsequently be reclassified into earninga @mponent of
product sales or expenses, as applicable, whefortbeasted
transaction occurs. To the extent that a previodsignated hedging
transaction is no longer an effective hedge, aeiféctiveness
measured in the hedging relationship is recordecbotly in earnings
in the period it occurs.
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To the extent the hedge accounting criteria aremetf the foreign
currency forward contracts are utilized as econdmiiges and
changes in the fair value of these contracts axerded currently in
earnings in the period in which they occur. Thestude hedges that
are used to reduce exchange rate risks arising thherahange in fair
value of certain foreign currency denominated asaetl liabilities
(i.e. payables, receivables) and other economigdmdhere the
hedge accounting criteria were not met.

The four quarter rolling average of the notionabamt of foreign
exchange contracts hedging foreign currency traitsecwas $8.5
billion and $9.0 billion at December 31, 2010 a2, respectively.

Additional information pertaining to foreign exclgmand hedging
activities is included in Note 1 to the ConsolidaEénancial
Statements.

Commodity Forward Contract¥Ve enter into commodity forward
contracts to reduce the risk of fluctuations in phiee we pay for
certain commodities (for example, nickel) which ased directly in
the production of our products, or are componehteeproducts we
procure to use in the production of our productese hedges are
economic hedges and the changes in fair valueesktibontracts are
recorded currently in earnings in the period inakhthey occur. The
fair value and outstanding notional amount of cacts hedging
commodity exposures were insignificant at Decen®ier2010 and
2009, respectively.



The following table summarizes the fair value ofigitive instruments as of December 31:

(Dollars in millions) Balance Sheet Asset Locati 2010 200¢
Derivatives designated as hedging instrume

Foreign Exchange Contrac Other assets, curre $ 73 $107
Foreign Exchange Contracts Other asset 24 33
97 14C

Derivatives not designated as hedging instrume
Foreign Exchange Contracts Other assets, curre 31 112
Foreign Exchange Contrac Other asset 5 5
36 11¢
Total Asset Derivative Contracts $133 $25¢€

Balance Sheet Liability Locatic
Derivatives designated as hedging instrume

Foreign Exchange Contrac Accrued liabilities $ 16 $ 31
Foreign Exchange Contrac Other lon¢-term liabilities 1 4
17 35

Derivatives not designated as hedging instrume¢
Foreign Exchange Contrac Accrued liabilities 33 10€
Foreign Exchange Contracts Other lon¢term liabilities 3 3
36 10¢
Total Liability Derivative Contracts $ 53 $144

The impact from foreign exchange derivative instenis that
gualified as cash flow hedges for the period wa®kmwvs:

December 31,
2010 200¢
$ 72 $ 192

(Dollars in millions)

Gain recorded in Accumulated other comprehensise lo

Gain (loss) reclassified from Accumulated other
comprehensive loss into Product sales (effective
portion)

Loss recognized in Other income, net on derivatives
(ineffective portion’

119 (165)

(5)

Assuming current market conditions continue, a $%8on pre-
tax gain is expected to be reclassified from Acclated other
comprehensive loss into Product sales to reflecfied prices
obtained from foreign exchange hedging within tegtri2 months.
At December 31, 2010, all derivative contracts aoted for as cash
flow hedges mature by February 2013.

The effect on the Consolidated Statement of Opmratirom
foreign exchange contracts not designated as hgdustruments was
as follows:

December 31,
2010 200¢
$ 153 $ (59)

(Dollars in millions)
Gain (loss) recognized in Other income, net
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Fair Value DisclosureThe Fair Value Measurements and
Disclosures Topic of the FASB ASC defines fair \elastablishes a
framework for measuring fair value and expands¢teted
disclosure requirements. The Topic indicates, anathgr things,
that a fair value measurement assumes that theairtion to sell an
asset or transfer a liability occurs in the primtimarket for the asset
or liability or, in the absence of a principal metrkthe most
advantageous market for the asset or liability, @lad defines fair
value based upon an exit price model.

During 2010, we had certain non-recurring measungésne
resulting in impairment charges as well as a gaithe re-
measurement to fair value of a previously held gqgoierest. As
previously disclosed, during 2010, we recorded axiprately $86
million of asset impairment charges associated digposition
activity within both Carrier and Hamilton Sundstieend also
recorded an other-than-temporary impairment chaf@i59 million
on our equity investment in Clipper, which had eviwus carrying
value of approximately $248 million. The impairmeh&rge
recorded on our investment in Clipper was deterthimecomparing
the carrying value of our investment to the closimayket value of
the shares on September 30, 2010. In December 26 E0result of
the acquisition of a controlling interest and dltlee remaining shares
of Clipper, we recorded a $21 million gain from teemeasurement
to fair value of our previously held equity intereSor additional
discussion refer to Note 2.



Valuation HierarchyThe Fair Value Measurements and Disclosure
Topic of the FASB ASC establishes a valuation higra for
disclosure of the inputs to the valuations useh¢asure fair value.
This hierarchy prioritizes the inputs into threedut levels as follows.
Level 1 inputs are quoted prices (unadjusted) fivaenarkets for
identical assets or liabilities. Level 2 inputs guoted prices for
similar assets and liabilities in active marketsoted prices for
identical or similar assets in markets that areactive, inputs other
than quoted prices that are observable for the asdiability,
including interest rates, yield curves and credks, or inputs that are
derived principally from or corroborated by obsdaeamarket data
through correlation. Level 3 inputs are unobsematyputs based on
our own assumptions used to measure assets ailiti¢ialat fair
value. A financial asset or liability’s classificat within the
hierarchy is determined based on the lowest leymitithat is
significant to the fair value measurement.

In January 2010, the FASB issued Accounting Stateldipdate
(ASU) No. 2010-6, “Improving Disclosures about Pdalue
Measurements,” which requires interim disclosueggrding
significant transfers in and out of Level 1 and &k fair value
measurements. Additionally, this ASU requires disate for each
class of assets and liabilities and disclosuresitathe valuation
techniques and inputs used to measure fair valuedih recurring
and non-recurring fair value measurements. Thesgadiures are
required for fair value measurements that fallithex Level 2 or
Level 3. Further, the ASU requires separate prasientof Level 3
activity for the fair value measurements. We adopie interim
disclosure requirements under this Topic duringgharter ended
March 31, 2010, with the exception of the sepgpatsentation in the
Level 3 activity roll-forward, which is not effegt until fiscal years
beginning after December 15, 2010 and for interariquls within
those fiscal years.

The following table provides the assets and liegicarried at fair
value measured on a recurring basis as of Dece®ih&010 and
2009:

Significan
Total
Carrying Quotec othel
Value at price ir observabl Unobservabl
December 31, active
(Dollars in market: inputs inputs
millions) 2010 (Level 1 (Level 2 (Level 3
Available-for-
sale
securities $ 829 $ 82¢ $ — $ —
Derivative asset 133 — 138 —
Derivative
liabilities 53 — 53
Significan
Total Quotec othel
Carrying price ir observabl Unobservabl
Value a active
(Dollars in December 3: market: inputs inputs
millions) 200¢ (Level 1 (Level 2 (Level 3
Available-for-
sale
securities $ 664 $ 664 $ — $ —
Derivative asset 25¢ — 25¢ —
Derivative
liabilities 144 — 144
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Valuation Technique®ur available-for-sale securities are comprised
of equity investments that are traded in activekeis; either
domestically or internationally. They are measuatfhir value using
closing stock prices from active markets and amssified within
Level 1 of the valuation hierarchy. Our derivatagsets and
liabilities include foreign exchange and commodigyivatives that
are measured at fair value using internal modedsdban observable
market inputs such as forward rates, interest rat@sown credit risk
and our counterparties’ credit risks. Based ondliguts, the
derivative assets and liabilities are classifiethimiLevel 2 of the
valuation hierarchy. Based on our continued abibtyrade securities
and enter into forward contracts, we consider thekets for our fair
value instruments to be active. As of Decembe2810, there were
no significant transfers in and out of Level 1 amdel 2.

As of December 31, 2010, there has not been anjfis@nt impact
to the fair value of our derivative liabilities dteeour own credit risk.
Similarly, there has not been any significant adgempact to our
derivative assets based on our evaluation of oumtesparties’ credit
risks.

The carrying amounts and fair values of finanaiatiuments at
December 31, 2010 and 2009 were as follows:

2010 2009
Carrying Fair Carrying Fair

(Dollars in millions) Amount Value Amount Value
Long-term receivable $ 300 $ 276 $ 43C $ 408
Customer financing

notes receivabl 376 346 35C 264
Long-term debt

(excluding

capitalized leases (10,117) (11,500) (9,442 (10,361

The above fair values were computed based on cablear
transactions, quoted market prices, discounteddiutash flows or an
estimate of the amount to be received or paidrtoitete or settle the
agreement, as applicable. Differences from carrgimgunts are
attributable to interest and or credit rate charsgéssequent to when
the transaction occurred. The fair values of Caghcash
equivalents, Accounts receivable, net, Short-teomdwings, and
Accounts payable approximate the carrying amouméstd the short-
term maturities of these instruments.

We had outstanding commercial aerospace financidgpher
contractual commitments totaling $2,032 milliorDetcember 31,
2010. Risks associated with changes in interess @t these
commitments are mitigated by the fact that interatgs are variable
during the commitment term, and are set at the afdfiending based
on current market conditions, the fair value of tinelerlying
collateral and the credit worthiness of the custmmas a result, the
fair value of these financings is expected to etfumlamounts
funded. The fair



value of the commitment itself is not readily detérable and is not
considered significant. Additional information g@rting to these
commitments is included in Note 4.

Note 14: Credit Quality of Long-Term Receivables

In July 2010, the FASB issued ASU No. 2010-20, msure about
the Credit Quality of Financing Receivables andAHewance for
Credit Losses” (ASU). This ASU is intended to enteaa financial
statement user’s ability to evaluate the entity&dd risk exposures
and adequacy of its allowance for credit losseselyiring additional
disclosure about the nature of credit risk inhehernbe portfolio of
receivables, factors and methodologies used imattig the
allowance for credit losses and activity that osalurring a period for
both financing receivables and allowance for criedises. The scope
of this ASU is limited to financing receivables,defined, and
excludes short-term trade accounts receivable ecelvables
measured at fair value or lower of cost or faituealWe adopted the
disclosures under this ASU for the reporting peeaded

December 31, 2010, with the exception of disclosatsout activity
that occurs during a reporting period, which afeative for interim
and annual periods beginning on or after Decembg2Q10.

A long-term or financing receivable represents mtiaztual right to
receive money on demand or on fixed and determeénddes,
including trade receivable balances with maturéyed greater than
one year. Our long-term and financing receivablasarily represent
balances related to the aerospace businessesslarigaterm trade
accounts receivable, leases, and notes receivAfal@lso have other
long-term receivables in the commercial businedsasgever, both
the individual and aggregate amounts are not sagmi.

Our classes within aerospace long-term receivablesomprised
of long-term trade accounts receivable and notddeases
receivable. Long-term trade accounts receivablesgmt amounts
arising from the sale of goods and services withraractual
maturity date of greater than one year and arggrézed as Other
assets in our Consolidated Balance Sheet. Notekases receivable
represent notes and lease receivables other thaeivables related to
operating leases, and are recognized as Customagicfng assets in
our Consolidated Balance Sheet. The following tablmmarizes the
balance by class of aerospace long-term receivale$
December 31, 2010:

(Dollars in millions)

Long-term trade accounts receivable $119
Notes and leases receiva 416
Total lon¢-term receivable $535

Economic conditions and air travel influence theraging
environment for most airlines, and the financiaf@enance of our
aerospace businesses is directly tied to the ecenmnditions of the
commercial aerospace and defense industries. Addity, the value
of the collateral is also closely tied to commedraidine performance
and may be subject to exposure of reduced valuasanresult of
market declines. We determine a receivable is iredaivhen, based
on current information and events, it is probahk tve will be
unable to collect amounts due according to tharmalgontractual
terms of the receivable agreement. Factors coreidarassessing
collectability and risk include, but are not lindtéo, examination of
credit quality indicators and other evaluation nuees, underlying
value of any collateral or security interests, gigant past due
balances, historical losses, and existing econgonidlitions.

Long-term receivables can be considered deling@igalyment has
not been received in accordance with the agreertiatdtermined
delinquent, long-term trade accounts receivableremes and leases
receivable balances accruing interest may be plagatbnaccrual
status. We record potential losses related to teng-receivables
when identified. The reserve for credit losseshmase receivables
relates to specifically identified receivables thet evaluated
individually for impairment. For notes and leaseseaivable we
determine a specific reserve for exposure basdtendifference
between the carrying value of the receivable apcettimated fair
value of the related collateral in connection wiith evaluation of
credit risk and collectability. For long-term tradecounts receivable
we evaluate credit risk and collectability indivadly to determine if
an allowance is necessary. Uncollectible long-texagivables are
written-off when collection of the indebtedness hasn pursued for
a reasonable period of time without collection; thietomer is no
longer in operation; or judgment has been levied thee underlying
assets are not adequate to satisfy the indebtediteBecember 31,
2010, we do not have any significant balancesdt@tonsidered to
be delinquent, on non-accrual status, past due9 aor more, or
considered to be impaired.

The following table summarizes the reserve fomested credit
losses and exposures, and the associated aerdspgdaerm
receivables at December 31, 2010:

Long-term Reserve fc

credit losse

(Dollars in millions) receivable and exposul
Ending balance: individually evaluated for

impairment $ 53E $ 42

We determine credit ratings for each customer éngtbrtfolio
based upon public information and information ateai directly from
our customers. We conduct a review of



customer credit ratings, published historical dreddfault rates for
different rating categories, and multiple thirdtgaircraft value
publications as a basis to validate the reasonabgeof the allowance
for losses on these balances quarterly or whenteagl
circumstances warrant. The credit ratings listddweange from
“A” which indicates an extremely strong capacityneet financial
obligations and the receivable is either collateeal or
uncollateralized, to “D” which indicates that paymhés in default
and the receivable is uncollateralized. There @andassurance that
actual results will not differ from estimates oatltonsideration of
these factors in the future will not result in anrease or decrease to
the allowance for credit losses on long-term reaiglies.

The following table summarizes the credit risk peoby
creditworthiness category for aerospace long-taeeivable
balances at December 31, 2010:

Long-term Notes an
trade accoun
lease
(Dollars in millions) receivabli receivabli
A - (low risk, collateralized/uncollateralize $ 114 $ —
B — (moderate risk,

collateralized/uncollateralizer 5 33€
C - (high risk, collateralized/uncollateralize — 80
D — (in default, uncollateralizec — —
Total $ 11¢ $ 41€

Note 15: Guarantees

We extend a variety of financial guarantees tatparties. As of
December 31, 2010 and 2009 the following finangisrantees were
outstanding:

2010 2009
Maximum Carrying Maximurr Carrying
Potential Amount of Potentia Amount of
(Dollars in millions) Payment Liability Paymer Liability
Credit facilities and
debt obligations -
unconsolidated
subsidiaries
(expire 2011 to
2034) $ 225 $ 3 $ 247 $ 73
IAE’s financing
arrangements*
(See Note 4 992 12 1,18¢ 13
Commercial aerospa

financing
arrangements (Se
Note 4) 336 12 32C 12
Commercial customer
financing
arrangement 191 1 22¢ 1
Performance
guarantees 40 — 38 —

* Represents IA’'s gross obligation; our proportionate share of’s obligations are 339

We also have obligations arising from sales ofaiefusinesses
and assets, including from representations andawées and related
indemnities for environmental, health and safety,and employment
matters. The maximum
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potential payment related to these obligationstsanspecified
amount as a number of the obligations do not coritaancial caps.
The carrying amount of liabilities related to theddigations was
$139 million and $137 million at December 31, 2@ha 2009,
respectively. For additional information regardthg environmental
indemnifications, see Note 17.

We accrue for costs associated with guarantees wkgeprobable
that a liability has been incurred and the amoantize reasonably
estimated. The most likely cost to be incurredcisraed based on an
evaluation of currently available facts, and wheseamount within a
range of estimates is more likely, the minimumdsraed. In
accordance with the Guarantees Topic of FASB AS€retord a
liability for the fair value of such guaranteedtie balance sheet.

We provide service and warranty policies on oudpats and
extend performance and operating cost guarantgesmteur normal
service and warranty policies on some of our pritgjyrarticularly
commercial aircraft engines. In addition, we indigcretionary costs
to service our products in connection with spegfiaduct
performance issues. Liabilities for performance apédrating cost
guarantees are based upon future product perfoeremt durability,
and are largely estimated based upon historicarexpce.
Adjustments are made to accruals as claim datdisiatical
experience warrant. The changes in the carryinguainaf service
and product warranties and product performanceagtees for the
years ended December 31, 2010 and 2009 are aw$ollo

(Dollars in millions) 2010 200¢
Balance as of January 1 $1,072 $1,13¢
Warranties and performance guarantees is 440 40C
Settlements mac (379) (4249
Other 3 (40)
Balance as of December $1,136 $1,072

Note 16: Collaborative Arrangements

In view of the risks and costs associated with girg new
engines, Pratt & Whitney has entered into certaltaboration
arrangements in which costs, sales and risks aredhSales
generated from engine programs, spare parts saldsgftermarket
business under collaboration arrangements areded@s earned in
our financial statements. Amounts attributableuo eollaborative
partners for their share of sales are recorded axgense in our
financial statements based upon the terms andenatuhe
arrangement. Costs associated with engine proguanter
collaborative arrangements are expensed as inclWirater these
arrangements, collaborators contribute their progshare of engine
parts, incur their own production costs and maktagepayments to
Pratt & Whitney for shared or joint program codtse
reimbursement of the collaborator’s share



of program costs is recorded as a reduction ofdleed expense
item at that time. As of December 31, 2010, théabolrators’
interests in all commercial engine programs rarfged 12 percent
to 48 percent. Pratt & Whitney directs those proggand is the
principal participant in all existing collaboratieerangements. There
are no individually significant collaborative argegments and none of
the partners exceed 31 percent share in an indivjgrogram.

The following table illustrates the income statetrdassification
and amounts attributable to transactions arisiognfthe collaborative
arrangements between participants for each perimskbpted:

(Dollars in millions) 2010 200¢ 200¢
Collaborator share of sale

Cost of products sold

Cost of services sol
Collaborator share of program costs

(reimbursement of expenses incurre
Cost of products sol
Research and development

Selling, general and administrati

$772
29

$ 850
38

$1,05¢
17

(83)
(135)
(5)

(6€)
(97)
4

(83)
(61)
(11

Note 17: Contingent Liabilities
LeasesWe occupy space and use certain equipment undsr lea
arrangements. Rental commitments of $1,805 miblion
December 31, 2010 under long-term noncancelableatipg leases
are payable as follows: $500 million in 2011, $38i8ion in 2012,
$277 million in 2013, $179 million in 2014, $100lhein in 2015 and
$356 million thereafter. Rent expense was $445anilin 2010, $463
million in 2009 and $504 million in 2008.

Additional information pertaining to commercial agpace rental
commitments is included in Note 4.

EnvironmentalOur operations are subject to environmental
regulation by federal, state and local authoritiethe United States
and regulatory authorities with jurisdiction overdoreign
operations. As described in Note 1, we have acciweithe costs of
environmental remediation activities and periodicetassess these
amounts. We believe that the likelihood of incugrlnsses materially
in excess of amounts accrued is remote. At DeceB8ihe2010, we
had $605 million reserved for environmental remgolia Additional
information pertaining to environmental mattersiduded in Note 1
to the Consolidated Financial Statements.

GovernmentWe are now, and believe that in light of the curtgrs.
government contracting environment we will continaéde, the
subject of one or more U.S. government investigatidf we or one
of our business units were charged with wrongdeis@ result of any
of these investigations or
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other government investigations (including violasoof certain
environmental or export laws) the U.S. governmentd suspend us
from bidding on or receiving awards of new U.S. gmment
contracts pending the completion of legal procegsliff convicted or
found liable, the U.S. government could fine andateus from new
U.S. government contracting for a period genenadiyyto exceed
three years. The U.S. government could void anyraots found to
be tainted by fraud.

Our contracts with the U.S. government are alsgestibo audits.
Like many defense contractors, we have received eebrts, which
recommend that certain contract prices should thecex to comply
with various government regulations. Some of thasdit reports
involved substantial amounts. We have made volymtunds in
those cases we believe appropriate, have settied atfegations and
continue to litigate certain cases. In addition,agerue for liabilities
associated with those matters that are probableamthe reasonably
estimated. The most likely settlement amount tinberred is
accrued based upon a range of estimates. Whenmaownd within a
range of estimates is more likely, then we accthedninimum
amount.

As previously disclosed, the Department of Jugfi®J) sued us
in 1999 in the U.S. District Court for the South&istrict of Ohio,
claiming that Pratt & Whitney violated the civil Ba Claims Act and
common law. This lawsuit relates to the “FightegEe
Competition” between Pratt & Whitney’'s F100 engarel General
Electric’'s F110 engine. The DOJ alleges that theegament
overpaid for F100 engines under contracts awargetdU.S. Air
Force in fiscal years 1985 through 1990 becausi & &hitney
inflated its estimated costs for some purchasets$ pad withheld
data that would have revealed the overstatementsiahof this
matter, completed in December 2004, the governiciaimhed
Pratt & Whitney’s liability to be $624 million. OAugust 1, 2008,
the trial court judge held that the Air Force had suffered any
actual damages because Pratt & Whitney had mad#isat price
concessions. However, the trial court judge fourad Pratt &
Whitney violated the False Claims Act due to inaatel statements
contained in its 1983 offer. In the absence of@afamages, the trial
court judge awarded the DOJ the maximum civil pgnafl $7.09
million, or $10,000 for each of the 709 invoicestP& Whitney
submitted in 1989 and later under the contractSeptember 2008,
both the DOJ and UTC appealed the decision toittth Sircuit
Court of Appeals. In November 2010, the Sixth Ciraffirmed
Pratt & Whitney’s liability under the False ClairAst and remanded
the case to the U.S. District Court for furtherqg@edings on the
question of damages. Should the government ultignptevail, the
outcome of this matter could result in a materiblease effect on our
results of



operations in the period in which a liability woudé recognized or
cash flows for the period in which damages woulghéiel.

As previously disclosed, in December 2008, the Btepent of
Defense (DOD) issued a contract claim against Skoto recover
overpayments the DOD alleges it has incurred siaceiary 2003 in
connection with cost accounting changes approvetidoypOD and
implemented by Sikorsky in 1999 and 2006. Thesagbsarelate to
the calculation of material overhead rates in goremt contracts.
The DOD claims that Sikorsky’s liability is approxately $88
million (including interest through December 201@)e believe this
claim is without merit and Sikorsky filed an appeaDecember 2009
with the U.S. Court of Federal Claims, which is gexy.

Other.As previously disclosed, on August 27, 2010, RBitsrce plc
(Rolls-Royce) sued Pratt & Whitney in the U.S. BdtCourt for the
Eastern District of Virginia, alleging that fan s on certain
engines manufactured by Pratt & Whitney infringd.&. patent held
by Rolls-Royce. Rolls-Royce seeks damages in apegifsed
amount plus interest, an injunction, a finding éfffd infringement,
and attorneys’ fees. We intend to vigorously defémedcase and
believe that Rolls-Royce’s patent is invalid andttAratt &
Whitney’s products do not infringe it. Trial in tineatter could take
place as early as March 2011. Should the plaiuliifnately prevail,
the outcome of this matter could result in a matexiiverse effect on
our results of operations in the period in whidrahility would be
recognized or cash flows for the period in whicindges would be
paid. On November 5, 2010, Pratt & Whitney amenitked
previously-disclosed complaint against Rolls-Roycthe U.S.
District Court for the District of Connecticut, add Rolls-Royce
Group plc (Rolls-Royce Group), the parent of R&llsyce, as a
party, omitting previously asserted claims, andgtig that certain
turbomachinery blades, engines and components metanéd by
Rolls-Royce infringe a U.S. patent held by Prat\&itney. Pratt &
Whitney seeks an injunction, damages, interesirrag’s fees and
other relief. On November 5, 2010, Pratt & Whitradgo filed
complaints against Rolls-Royce in the High Courdastice,
Chancery Division, Patent Court (HCJ) in the Unikédgdom (UK)
and with the U.S. International Trade CommissidrC{l. The HCJ
action alleges similar infringement claims agaRetls-Royce based
upon a UK patent held by Pratt & Whitney and sedsmages plus
interest and all other relief to which Pratt & Wiy is entitled,
including attorney’s fees, expenses, and a perntamdar preventing
further infringements. The ITC complaint seeks enpanent
exclusion order barring the importation into th&Uof infringing
turbomachinery blades, engines and
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engine components manufactured by Rolls-Royce aig-Royce
Group, and requests a permanent cease-and-dekstagainst
Rolls-Royce and Rolls-Royce Group preventing furth@porting,
marketing, advertising, demonstrating, testingtritisting, licensing,
offering for sale, or use of such infringing turbachinery blades,
engines and engine components.

Except as otherwise noted, we do not believe #silution of any
of the above matters will have a material adveffeeeupon our
competitive position, results of operations, cdstv$ or financial
condition.

As described in Note 15, we extend performanceogdating cost
guarantees beyond our normal warranty and serdlieigs for
extended periods in some of our products. We hegriad our
estimate of the liability that may result undersiaguarantees and for
service costs, which are probable and can be rabsoastimated.

We have accrued for environmental investigatomneadiation,
operating and maintenance costs, performance geasaand other
litigation and claims based on our estimate ofpfabable outcome
of these matters. While it is possible that theconte of these matters
may differ from the recorded liability, we belietree resolution of
these matters will not have a material impact onommpetitive
position, results of operations, cash flows oriiitial condition.

We also have other commitments and contingentliligisi related
to legal proceedings, self-insurance programs aatiens arising out
of the normal course of business. We accrue cosricigs based
upon a range of possible outcomes. If no amourtinvthis range is a
better estimate than any other, then we accrusthimum amount.

Note 18: Segment Financial Data

Our operations are classified in six principal segta. The segments
are generally determined based on the managemém blisinesses
and on the basis of separate groups of operatimgpanies, each with
general operating autonomy over diversified proslactd services.

Otis products include elevators, escalators, moving wajls and
service sold to customers in the commercial anideesal property
industries around the world.

Carrier products include HVAC and refrigeration systemsytoas,
services and energy efficient products for residértommercial,
industrial and transportation applications.

UTC Fire & Securityproducts include fire and special hazard and
suppression systems and firefighting equipmenyritg¢ monitoring
and rapid response systems and service and security



personnel for a diversified international custotnase principally in
the industrial, commercial and residential propeggtors.

Pratt & Whitneyproducts include commercial, military, business jet
and general aviation aircraft engines, parts andcss, industrial gas
turbines, geothermal power systems and space @ioptdold to a
diversified customer base, including internaticeradl domestic
commercial airlines and aircraft leasing compara@sraft
manufacturers, and U.S. and foreign governmengt BrwWhitney
also provides product support and a full rangevefloaul, repair and
fleet management services and produces land-baseet generation
equipment.

Hamilton Sundstranprovides aerospace and industrial products and

aftermarket services for diversified industries lsdatide. Aerospace
products include power generation, management eticbdition

systems, flight systems, engine control systemsrammental

control systems, fire protection and detectionesys, auxiliary
power units and propeller systems. Industrial pobslinclude air

compressors, metering pumps and fluid handlingpgent.

Sikorskyproducts include military and commercial helicopter

aftermarket helicopter and aircraft parts and sesui

Segment Informatiofmotal sales by segment include intersegment salgish are generally made at prices approximatingétthat the selling

entity is able to obtain on external sales. Segrnméotmation for the years ended December 31 foliswvs:

Net Sales Operating Profits
(Dollars in millions) 2010 200¢ 200¢ 2010 200¢ 200¢
Otis $11,579 $11,72% $12,88¢ $2,575 $2,447 $2,477
Carrier 11,386 11,33t 14,817 1,062 74C 1,31¢
UTC Fire & Security 6,490 5,502 6,44¢ 714 49z 542
Pratt & Whitney 12,935 12,39: 13,84¢ 1,987 1,83% 2,122
Hamilton Sundstran 5,608 5,56( 6,127 918 857 1,09¢
Sikorsky 6,684 6,287 5,34¢ 716 60€ 47¢
Total segmen 54,682 52,80( 59,46¢ 7,972 6,98( 8,03¢
Eliminations and other (356) (375) (350) (409) (25%) (119)
General corporate expens — — — (377) (349 (40¢)
Consolidated $54,326 $52,42¢ $59,11¢ $7,186 $6,377 $7,50¢
Total Asset: Capital Expenditure Depreciation & Amortizatior
(Dollars in millions) 2010 200¢ 200¢ 2010 200¢ 200¢ 2010 200¢ 200¢
Otis $ 8,097 $ 7,90¢ $ 7,731 $ 55 $ 67 $ 15C $ 211 $ 204 $ 202
Carrier 9,472 9,80¢ 10,81( 138 90 191 183 191 194
UTC Fire & Security 12,365 10,30« 10,02: 96 72 95 274 214 23¢
Pratt & Whitney 10,139 10,06 10,01¢ 321 28¢ 41z 340 32¢ 36¢
Hamilton Sundstrand 8,540 8,50¢ 8,64¢ 117 114 141 172 174 17¢
Sikorsky 4,521 4,167 3,98t 108 95 165 83 68 62
Total segmen 53,134 50,75¢ 51,21« 835 72€ 1,15¢ 1,263 1,18C 1,24
Eliminations and other 5,359 5,007 5,628 30 10C 62 93 78 78
Consolidatec $58,493 $55,76: $56,83 $865 $82€ $1,21¢€ $1,356 $1,25¢ $1,321
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Geographic External Sales and Operating Prdfieographic external sales and operating profitatirduted to the geographic regions based on
their location of origin. U.S. external sales ird#duexport sales to commercial customers outsid&/tBeand sales to the U.S. government,
commercial and affiliated customers, which are kndavbe for resale to customers outside the U.8gtlived assets are net fixed assets attributed
to the specific geographic regions.

External Net Sale Operating Profits Long-Lived Asset

(Dollars in millions) 2010 200¢ 200¢ 2010 200¢ 200¢ 2010 200¢ 200¢
United States Operatiol $28,911 $27,99( $29,20¢ $4,112 $3,771 $3,94¢ $3,013 $3,09¢ $3,19¢
International Operatior

Europe 11,957 12,21¢ 15,12¢ 1,872 1,74% 2,21¢ 1,282 1,34¢ 1,347

Asia Pacific 7,986 7,17:% 8,21¢ 1,229 99C 1,037 839 84t 80C

Other 5,374 4,991 6,432 759 47€ 83: 804 714 671
Eliminations and othe 98 55 132 (786) (603) (525) 342 362 33z
Consolidated $54,326 $52,42¢ $59,11¢ $7,186 $6,377 $7,50¢ $6,280 $6,364 $6,34¢

Sales from U.S. operations include export saldelbsvs:

(Dollars in millions) 2010 200¢ 200¢
Europe $2,188 $2,08¢ $2,18(
Asia Pacific 2,721 2,43( 2,22]
Other 2,815 2,475 2,861

$7,724 $6,99¢ $7,26:

Major CustomersNet Sales include sales under prime contracts apcositracts to the U.S. government, primarily edab Pratt & Whitney,
Hamilton Sundstrand and Sikorsky products, as Vigto

(Dollars in millions) 2010 200¢ 200¢
Pratt & Whitney $4,081 $3,94:2 $3,80¢
Hamilton Sundstrand 1,137 1,23(C 1,08¢
Sikorsky 4,529 3,97¢ 3,06:
Other 153 127 35

$9,900 $9,27¢ $7,991

Selected Quarterly Financial Data (Unaudited)

2010 Quarters 2009 Quarter

(Dollars in millions, except per share amour First Second Third Fourth First Secon Third Fourth
Net Sales $12,040| $13,802| $13,620| $14,864| $12,19¢| $13,06(| $13,187[ $13,97¢
Gross margin 3,308 3,787 3,953 3,864 3,092 3,45¢ 3,351 3,66:
Net income attributable to common shareow: 866 1,110 1,198 1,199 722 97¢€ 1,05¢ 1,07:
Earnings per share of Common Stc

Basic — net income $ 95 $ 1.22 $ 1.32 $ 133 $ .79 $ 1.0€[f $ 1.1 $ 1.17

Diluted — net income $ 93] $ 120 $ 130 $ 131 $ .78 $ 10 $ 114 $ 1.1f
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Comparative Stock Data (Unaudited)

2010 2009
Common Stoc High Low Dividend High Low| Dividenc
First quartel $74.85( $65.01| $ 425 $55.51| $37.4(| $ .38
Second quarter $77.09 $62.88] $ 425 $56.9¢| $42.0¢] $ .38t
Third quartel $73.81( $63.62| $ 425 $63.7z $49.0(| $ .38t
Fourth quarter $79.70 $70.23 $ 425 $70.8¢ $59.31 $ .38t

Our common stock is listed on the New York Stockliange. The high and low prices are based on thg@site Tape of the New York Stc
Exchange. There were approximately 24,784 regidtenareholders at January 31, 2011.

Performance Graph (Unaudited)

The following graph presents the cumulative totelrsholder return for the five years ending Decem3ie 2010 for our common stock, as
compared to the Standard & Poor’s 500 Stock Inahekta the Dow Jones 30 Industrial Average. Our comstock price is a component of both
indices. These figures assume that all dividends$ @zer the five-year period were reinvested, drad the starting value of each index and the
investment in common stock was $100.00 on Dece@ibe2005.

COMPARISON OF CUMULATIVE FIVE YEAR TOTAL RETURN

£200
3150
5100
£50
%0 r r T T
Dec-05 Dec-06 Dec-07 Dec-08 Dec-09 Dec-10
#— Linited Technologles Corporation —l— S&P 500 Index —&— Dow Jonas Industrals
Decembe
200t 200¢ 2007 200¢ 200¢ 2010
United Technologies Corporatic $100.0¢ $113.6¢ $141.4¢ $101.2¢ $134.9¢ $ 156.83
S&P 500 Indey $100.0¢ $115.7¢ $122.1¢ $ 76.9¢ $ 97.3¢ $111.99
Dow Jones Industrial Average $100.0( $119.0: $129.5¢ $ 88.2% $108.2: $ 123.42
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SHAREOWNER INFORMATION

Corporate Office

United Technologies Corporation
United Technologies Building
Hartford, Connecticut 06101
Telephone: 860.728.7000

This report is made available to shareowners irmade of the annual
meeting of shareowners to be held at 2 p.m., A@;l2011, in
Phoenix, Arizona. The proxy statement will be madailable to
shareowners on or about February 25, 2011, at vitmah proxies for
the meeting will be requested.

Information about UTC, including financial inforniat, can be
found at our websitevww.utc.com

Stock Listing
New York Stock Exchang

Ticker Symbol
UTX

Transfer Agent and Registrar

Computershare Trust Company, N.A., is the trarefent, registrar
and dividend disbursing agent for UTC’s common Ist@@uestions
and communications regarding transfer of stocdamgment of lost
certificates, dividends and address changes, anDitiect Stock
Purchase and Dividend Reinvestment Plan shouldrbeted to:

Computershare Trust Company, N.A.
250 Royall Street
Canton, Massachusetts 02021
Telephone:
Within the U.S.: 1.800.488.9281
Outside the U.S.: 1.781.575.2724
Website:www.computershare.com/investor

TDD: 1.800.952.9245
Telecommunications device for the hearing impaired.

Certifications

UTC has included as Exhibit 31 to its Annual Remort~orm 10-K
for fiscal year 2010 filed with the Securities d&xthange
Commission certificates of its Chief Executive ©ffi, Chief
Financial Officer and Controller certifying, amoather things, the
information contained in the Form 10-K.

Annually UTC submits to the New York Stock Excharfy&’ SE) a
certificate of UTC’s Chief Executive Officer cestihg that he was
not aware of any violation by UTC of NYSE corporgtevernance
listing standards as of the date of the certifaati

Dividends
Dividends are usually paid on the 10th day of Madhne,
September and December.
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Electronic Access
Rather than receiving mailed copies, registeredesiveners may sign
up at the following website for electronic commuations, including
annual meeting materials, stock plan statementsaandocuments:
www.computershare-na.com/green

For annual meeting materials, your enrolimentv®cable until a
week before each year’s record date for the armeating.
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contacting their broker or bank, or Broadridge Ririal Solutions at:
http://enroll.icsdelivery.com/utc

Additional Information

Shareowners may obtain a copy of the UTC AnnuabRem Form
10-K for fiscal year 2010 filed with the Securitiasd Exchange
Commission by writing to:

Corporate Secretary

United Technologies Corporation
United Technologies Building
Hartford, Connecticut 06101

For additional information about UTC, please contagestor
Relations at the above corporate office addresss@rour website at:
WWWw.utc.com

Shareowner Information Services
Our Internet and telephone services give share@afast access to
UTC financial results. The 24-hour-a-day, toll-fteéephone service
includes recorded summaries of UTC’s quarterly iegs
information and other company news. Callers alsp raquest copies
of our quarterly earnings and news releases, bgefax or mail, and
obtain copies of the UTC Annual Report and FornmK10-

To access the service, dial 1.800.881.1914 fronta@umghtone
phone and follow the recorded instructions.

Direct Registration System

If your shares are held in street name througlokdsrand you are
interested in participating in the Direct RegistratSystem, you may
have your broker transfer the shares to Computershaist
Company, N.A., electronically through the Directgi&ration
System. Interested investors can request a ddascript this book-
entry form of registration by calling Shareholdérdat at:
1.800.881.1914.

Environmentally Friendly Report
This annual report is printed on recycled and riable paper.

www.utc.com
Www.carrier.com
www.hamiltonsundstrand.com
www.otis.com

WWW.pw.utc.com
www.sikorsky.com
www.utcfireandsecurity.com
www.utcpower.com



United Technologies Corporation
Subsidiary and Affiliate Listing
December 31, 2010

Entity Name
3090445 Nova Scotia Limitec

3227441 Nova Scotia Compan
3234808 Nova Scotia Limitec
Australia Holdings Inc.

Beesail Limited

Caricor Ltd.

Carrier Commercial Refrigeration, Inc.

Carrier Corporation

Carrier Enterprise, LLC

Carrier HVACR Investments B.V.
Carrier Technologies ULC

Ceesail Limited

Chubb Asia Holdings Limited

Chubb Fire Limited

Chubb Group (International) Limited
Chubb Group Limited

Chubb Group Properties Limited
Chubb Group Security Limited
Chubb International (Netherlands) BV
Chubb International Holdings Limited
Chubb International Limited

Chubb Limited

Chubb Nederland B.V.

Chubb Overseas Investments Limitec

Chubb Security Holdings Australia Limited

Clipper Windpower, Inc.

Commonwealth Luxembourg Holdings S.ar.l

Empresas Carrier, S. De R.L. De C.V
Fyrnetics (Hong Kong) Limited

GST Holdings Limited

Hamilton Sundstrand Corporation
Hamilton Sundstrand Holdings, Inc.

Hamilton Sundstrand International Holdings Ltd.

Helicopter Support, Inc.
International Comfort Products, LLC
Kaysail Limited

Kidde America Inc.

Kidde Fire Protection Inc.

Kidde Holdings Limited

Kidde International Limited
Kidde Limited

Kidde Technologies Inc. (*)
Kidde UK

Kidde US Holdings Inc.

KNA Inc.

Latin American Holding, Inc.
Lenel Systems International, Inc.

Exhibit 21

State/Country of Incorporation
Canada
Canada
Canada
Delaware
England
Delaware
Delaware
Delaware
Delaware
Netherlands
Canada
England
England
England
England
England
England
England
Netherlands
England
England
England
Netherlands
England
Australia
Delaware
Luxembourg
Mexico
Hong Kong
Cayman Islands
Delaware
Delaware
Cayman Islands
Connecticut
Delaware
England
Delaware
Delaware
England
England
England
Delaware
England
Delaware
Delaware
Delaware
Delaware




United Technologies Corporation
Subsidiary and Affiliate Listing
December 31, 2010

Entity Name
Milton Roy Company

Moonless Limited

Nippon Otis Elevator Company

Noresco, LLC

NSI, Inc.

Otis Elevator Company

Otis Elevator Korea

Otis Holdings GmbH & Co. OHG

Otis International Holdings UK Limited

Otis Limited

Otis Pacific Holdings B.V.

Otis S.C.S.

Parkview Patrticipations LLC

Parkview Treasury Services (UK) Limited
Pilgrim House Group Limited

Pratt & Whitney Canada Corp.

Pratt & Whitney Canada Holdings Corp.
Pratt & Whitney Canada Leasing, Limited Partnership
Pratt & Whitney Engine Leasing, LLC

Pratt & Whitney Power Systems, Inc.

Pratt & Whitney Rocketdyne, Inc.

Pratt Aero Limited Partnership
Ratier-Figeac, SAS

SICLI Holding SAS

Sikorsky Aircraft Corporation

Sirius Korea Limited

Springer Carrier Ltda.

Sullair Corporation

Taylor Company S.r.L.

Trumbull Holdings SCS

United Technologies Australia Holdings Limited
United Technologies Canada, Ltd

United Technologies Cortran, Inc.

United Technologies Electronic Controls, Inc
United Technologies Far East Limited
United Technologies Finance (U.K.) Limitec
United Technologies France SA!

United Technologies Holding GmbH

United Technologies Holdings Limited
United Technologies Holdings SA!

United Technologies International Corporation

United Technologies International Corporatior-Asia Private Limited

United Technologies International SAS
United Technologies Luxembourg S.a .l
United Technologies Paris SN(

UT Finance Corporation

UT Luxembourg Holding 1 S.ar.l.

State/Country of Incorporation

Pennsylvania
England
Japan
Delaware
Delaware
New Jersey
Republic of Korea
Germany
England
England
Netherlands
France
Delaware
United Kingdom
England
Canada
Canada
Canada
Delaware
Delaware
Delaware
Canada
France
France
Delaware
England
Brazil
Indiana

Italy

France
Australia
Canada
Delaware
Delaware
Hong Kong
England
France
Germany
England
France
Delaware
Singapore
France
Luxembourg
France
Delaware
Luxembourg



United Technologies Corporation
Subsidiary and Affiliate Listing
December 31, 2010

Entity Name
UT Luxembourg Holding Il S.ar.l.

UT Park View, Inc.
UTC Canada Corporation

UTC Fire & Security Americas Corporation, Inc

UTC Fire & Security Corporation

UTC Fire & Security Luxembourg S.ar.l.

UTCL Holdings, Limited
UTCL Investments B.V.
UTX Holdings S.C.S.

White Peak Finance Ireland

Wytwornia Sprzetu Komunikacyjnego PZL-Rzeszow S.A

Xizi Otis Elevator Company Limited
Zardoya Otis, S.A.

State/Country of Incorporation

Luxembourg
Delaware
Canada
Delaware
Delaware
Luxembourg
Canada
Netherlands
France
Ireland
Poland
China

Spain

* Kidde Technologies Inc. also conducts businessiddekAerospace & Defense, Fenwal Safety System&atuk Dual Spectrun

Other subsidiaries of the Registrant have beentediitom this listing because, considered in thgreggate as a single subsidiary, they would not

constitute a significant subsidiary as defined loyeRL-02 of Regulation S-K.



Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referém¢lee Registration Statement on Form S-3 (No-B38771), in the Registration Statement on
Form S-4 (No. 333-77991) as amended by Post-Effeétmendment No. 1 on Form S-8 (No. 333-77991)iartte Registration Statements on
Form S-8 (Nos. 333-163822, 333-156390, 333-156383;150643, 333-125293, 333-110020, 333-100724,188323, 333-100718, 333-82911,
333-77817, 333-21853, 333-21851, 033-57769 and31385) of United Technologies Corporation of oyrar dated February 10, 2011 relatin
the financial statements and the effectivenesstefrial control over financial reporting, which apps in the Annual Report to Shareowners, which
is incorporated in this Annual Report on FormKLOA/e also consent to the incorporation by refeeewsicour report dated February 10, 2011 rele

to the financial statement schedule, which appeansage S-I of this Form 10-K.

/sl PricewaterhouseCoopers LLP

Hartford, Connecticut
February 10, 2011



Exhibit 24

UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation”), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whielsttid attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Ségsiahd Exchange Commission in respect
thereof in connection with the filing of the AnniRéport of the Corporation on Form 10-K for thedisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga ttame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaK1nhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repord, any and all instruments and documents fileal @art of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by viruedh.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s/ JOHN V. FARACI
John V. Farac




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s/ JEAN-PIERRE GARNIER
Jeal-Pierre Garnie




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s/ JAMIE S. GORELICK
Jamie S. Gorelic




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/sl EDWARD A. KANGAS
Edward A. Kanga




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s/ ELLEN J. KULLMAN
Ellen J. Kullmar




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s CHARLES R. LEE
Charles R. Le:




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s/ RICHARD D. MCCORMICK
Richard D. McCormic}




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/sf HAROLD W. MCGRAW llI
Harold McGraw Il




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/sl RICHARD B. MYERS
Richard B. Myers




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s/ H. PATRICK SWYGERT
H. Patrick Swyger




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s/ ANDRE VILLENEUVE
André Villeneuve




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware corporation
(the “Corporation™), or as a member of a committésaid Board, or in all of said capacities, herebgstitutes and appoints CHARLES D. GILL,
KATHLEEN M. HOPKO and GREGORY J. HAYES, or any oofethem, his or her true and lawful attorneys ageras to do any and all acts and
things and execute any and all instruments whiels#id attorneys and agents may deem necessatyisalsle to enable the Corporation to corr
with the Securities Exchange Act of 1934 and amgsrand regulations and requirements of the Séesiahd Exchange Commission in respect
thereof in connection with the filing of the AnnuRéport of the Corporation on Form 10-K for thefisyear ended December 31, 2010, including
specifically, but without limiting the generality the foregoing, the power and authority to siga tlame of the undersigned, in the capacities
aforesaid or in any other capacity, to such ForaKInhnual Report filed or to be filed with the Seities and Exchange Commission, and any and
all amendments to the said Form 10-K Annual Repard, any and all instruments and documents filegl@esrt of or in connection with the said
Form 10-K Annual Report or any amendments theteteeby ratifying and confirming all that the saftbeneys and agents, or any one of them,
have done, shall do or cause to be done by vieuedf.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 7th day of February, 2011.

/s/ CHRISTINE TODD WHITMAN
Christine Todd Whitma




Exhibit 31.1
CERTIFICATION

I, Louis R. Chénevert, certify that:

1.
2.

| have reviewed this annual report on Forr-K of United Technologies Corporatio

Based on my knowledge, this report does notatom@ny untrue statement of a material fact or éonditate a material fact necessary to make
the statements made, in light of the circumstanceler which such statements were made, not misigadih respect to the period covered
by this report

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this repc

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetinal control over financial reporting (as defihin Exchange Act Rules 13a-15(f) and
15c¢-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us by
others within those entities, particularly durihg fperiod in which this report is being prepai

b.  Designed such internal control over financiglorting, or caused such internal control over faiahreporting to be designed under our
supervision, to provide reasonable assurance reggitie reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generallymedeaccounting principle

C. Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and prors] as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thetnhaterially affected, or is reasonably
likely to materially affect, the registrée's internal control over financial reporting; a

The registrang other certifying officer(s) and | have discloskdsed on our most recent evaluation of internadrobover financial reporting
to the registrar’s auditors and the audit committee of the regit's board of directors (or persons performing thewedent functions)

a.  All significant deficiencies and material weagses in the design or operation of internal corvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

b.  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting

/s/ LOUIS R. CHENEVER1
Louis R. Chénevert

Date: February 10, 2011 Chairman & Chief Executive Office



Exhibit 31.2
CERTIFICATION

I, Gregory J. Hayes, certify that:

1.
2.

| have reviewed this annual report on Forr-K of United Technologies Corporatio

Based on my knowledge, this report does notatom@iny untrue statement of a material fact or éonditate a material fact necessary to make
the statements made, in light of the circumstanceler which such statements were made, not misigadih respect to the period covered
by this report

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this repc

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetinal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15c¢-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly durihg fperiod in which this report is being prepai

b.  Designed such internal control over financiglorting, or caused such internal control over faialhreporting to be designed under our
supervision, to provide reasonable assurance reggitoe reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generallymedeaccounting principle

C. Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and prors] as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in the tegig's internal control over financial reportirtgat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thetnhaterially affected, or is reasonably
likely to materially affect, the registrée's internal control over financial reporting; a

The registrang other certifying officer(s) and | have discloskdsed on our most recent evaluation of internadrobover financial reporting
to the registrar’s auditors and the audit committee of the regit's board of directors (or persons performing thewedent functions)

a.  All significant deficiencies and material weagses in the design or operation of internal corvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ant

b.  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting

/sl GREGORY J. HAYES
Gregory J. Haye

Date: February 10, 201 Senior Vice President and Chief Financial Offi



Exhibit 31.3
CERTIFICATION

I, Peter F. Longo, certify that:

1.
2.

| have reviewed this annual report on Forr-K of United Technologies Corporatio

Based on my knowledge, this report does notatom@iny untrue statement of a material fact or éonditate a material fact necessary to make
the statements made, in light of the circumstanceler which such statements were made, not misigadih respect to the period covered
by this report

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this repc

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetinal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15c¢-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly durihg fperiod in which this report is being prepai

b.  Designed such internal control over financiglorting, or caused such internal control over faialhreporting to be designed under our
supervision, to provide reasonable assurance reggitoe reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generallymedeaccounting principle

C. Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and prors] as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in the tegig's internal control over financial reportirtgat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thetnhaterially affected, or is reasonably
likely to materially affect, the registrée's internal control over financial reporting; a

The registrang other certifying officer(s) and | have discloskdsed on our most recent evaluation of internadrobover financial reporting
to the registrar’s auditors and the audit committee of the regit's board of directors (or persons performing thewedent functions)

a.  All significant deficiencies and material weagses in the design or operation of internal corvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ant

b.  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting

/sl PETER F. LONGO
Peter F. Longt

Date: February 10, 201 Vice President, Controlle



Exhibit 32

Section 1350 Certifications
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002
(Subsections (a) and (b) of Section 1350, ChapteB 6f Title 18, United States Code)

Pursuant to section 906 of the Sarbanes-Oxley A2002 (subsections (a) and (b) of section 1358ptdr 63 of title 18, United States Code),
each of the undersigned officers of United Techgiel® Corporation, a Delaware corporation (the “gooation”), does hereby certify that:

The Annual Report on Form 10-K for the year endeddnber 31, 2010 (the “ Form-K0") of the Corporation fully complies with the
requirements of section 13(a) or 15(d) of the SdearExchange Act of 1934 and information contdiimethe Form 10-K fairly presents, in all
material respects, the financial condition and ltsesaf operations of the Corporation.

Date: February 10, 201 /s/ LOUIS R. CHENEVER1
Louis R. Chénevert
Chairman & Chief Executive Officer

Date: February 10, 2011 /sl GREGORY J. HAYE!
Gregory J. Hayes

Senior Vice President and Chief Financial Officer

Date: February 10, 2011 /s| PETER F. LONG(
Peter F. Longo
Vice President, Controller




