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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON D.C. 20549

FORM 10-Q

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

For the quarterly period ended June 30, 2011

OR

0O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission file number 1-812

UNITED TECHNOLOGIES CORPORATION

DELAWARE 06-0570975

One Financial Plaza, Hartford, Connecticut 06103
(860) 728-7000

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti8 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wegjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l . No O

Indicate by check mark whether the registrant ldsnstted electronically and posted on its corpo¥&eb site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405) dutimg preceding 12 months (or for such
shorter period that the registrant was requiresutumit and post such files). Ye&l . No O .

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “small@porting company” in Rule 12b-2 of the
Exchange Act.

Large accelerated file Accelerated filel O

Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar [

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgje Act). Yes . No
.

At June 30, 2011 there were 908,712,931 shareswin@®n Stock outstanding.
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PART | — FINANCIAL INFORMATION

ltem 1. Financial Statements

UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS

(Unaudited)
Quarter Ended June 30,

(Dollars in millions, except per share amounts; sh@s in millions) 2011 2010
Net Sales

Product sale $10,82: $ 9,961

Service sales 4,25:% 3,83t

15,07¢ 13,80:

Costs, Expenses and Oth

Cost of products sol 8,09¢ 7,46¢

Cost of services sol 2,80¢ 2,54¢

Research and developmt 52€ 45¢

Selling, general and administrati 1,64¢ 1,491

Other income, net (21¢) (45)
Operating profit 2,22 1,88:

Interest expense, net 141 14¢
Income before income tax 2,07¢ 1,73¢

Income tax expense 64¢ 521
Net income 1,43( 1,217

Less: Noncontrolling interest in subsidiaries’ eéags 112 10z
Net income attributable to common shareow! $ 1,318 $ 1,11
Earnings Per Share of Common Stc

Basic $ 148 $ 1.22

Diluted $ 14t $ 1.2
Dividends Per Share of Common St $ 480 $ .42t
Weighted average number of shares outstani

Basic share 892.¢ 910.¢

Diluted share: 909.¢ 925.¢

See accompanying Notes to Condensed Consolidataddial Statements

3
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS

(Unaudited)
Six Months Ended June 30,

(Dollars in millions, except per share amounts; sh@s in millions) 2011 2010
Net Sales

Product sale $ 20,16¢ $ 18,35:

Service sales 8,252 7,49(

28,42( 25,84.

Costs, Expenses and Oth

Cost of products sol 15,05 13,82t

Cost of services sol 5,49t 4,92

Research and developmt 1,011 85¢€

Selling, general and administrati 3,187 2,91t

Other income, net (323 (81)
Operating profit 3,99¢ 3,40¢

Interest expense, net 29C 32C
Income before income tax 3,70¢ 3,08t

Income tax expense 1,17¢ 92€
Net income 2,531 2,15¢

Less: Noncontrolling interest in subsidiaries’ eéags 201 182
Net income attributable to common shareow! $ 2,33 $ 1,97¢
Earnings Per Share of Common Stc

Basic $ 260 $ 217

Diluted $ 258 $ 2.1c
Dividends Per Share of Common Stc $ 90t $ .85C
Weighted average number of shares outstani

Basic share 895.¢ 912.]

Diluted share: 912.¢ 927.¢

See accompanying Notes to Condensed Consolidated ¢tal Statements

4
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEET

(Unaudited)

(Dollars in millions)
Assets
Cash and cash equivalel
Accounts receivable, n
Inventories and contracts in progress,
Future income tax benefits, curre
Other assets, current
Total Current Assets
Customer financing asse
Future income tax benefi
Fixed asset
Less: Accumulated depreciation
Fixed assets, net
Goodwill
Intangible assets, n
Other assets
Total Assets

Liabilities and Equity

Shor-term borrowings

Accounts payabl

Accrued liabilities

Long-term debt currently due
Total Current Liabilities

Long-term debt
Future pension and postretirement benefit obliga
Other long-term liabilities
Total Liabilities
Redeemable noncontrolling inter
Shareowner Equity:
Common Stocl
Treasury Stocl
Retained earning
Unearned ESOP shar
Accumulated other comprehensive loss
Total Shareowne’ Equity
Noncontrolling interes
Total Equity
Total Liabilities and Equity

See accompanying Notes to Condensed Consolidated¢ial Statements

5

December 31

June 30,
2011 2010
$ 5,39¢ $ 4,08
9,801 8,92t
8,79¢ 7,76¢
1,557 1,62:
88( 1,11
26,42¢ 23,51(
1,05¢ 1,11¢
1,72¢ 1,97(
16,36¢ 15,91«
(10,03¢) (9,639
6,32¢ 6,28(
18,30¢ 17,72:
4,141 4,06(
4,15¢ 3,83¢
$62,14" $ 58,49:
$ 1,27( $ 11€
5,68¢ 5,20¢
12,62: 12,24
63€ 163
20,21+ 17,73:
9,49: 10,01(
3,52¢ 3,592
4,82¢ 4,51(
38,06( 35,84+
34¢ 317
13,03¢ 12,59°
(18,96() (17,46¢)
31,70: 30,19:
(15€) (16€)
(2,896) (3,769
22,72 21,38¢
1,01¢ 947
23,73¢ 22,33:.
$62,14" $ 58,49:
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(Unaudited)
Six Months Ended June 30,
(Dollars in millions) 2011 2010
Operating Activities
Net income attributable to common shareow! $ 2,33 $ 1,97¢
Noncontrolling interest in subsidiaries’ earnings 201 182
Net income 2,531 2,15¢
Adjustments to reconcile net income to net casiglprovided by operating activitie
Depreciation and amortizatic 677 66€
Deferred income tax provisic 292 12¢
Stock compensation cc 12¢ 88
Change in
Accounts receivabl (6249) (552
Inventories and contracts in progri (829) (6539)
Other current asse () (26)
Accounts payable and accrued liabilit 524 834
Global pension contributions (70 (267)
Other operating activities, net 3 171
Net cash flows provided by operating activities 2,61¢ 2,55¢
Investing Activities:
Capital expenditure (390 (302
Investments in business (189) (2,36¢)
Dispositions of business: 147 132
Decrease (increase) in customer financing asset 29 (28)
Other investing activities, net 91 207
Net cash flows used in investing activities (307) (2,359
Financing Activities:
(Repayment) issuance of Ic-term debt, ne (60) 1,10¢
Increase in shc-term borrowings, ne 1,15¢ 1,174
Common Stock issued under employee stock 16¢€ 162
Dividends paid on Common Sto (781) (749
Repurchase of Common Stc (1,500 (2,150
Other financing activities, net (92 (143)
Net cash flows (used in) provided by financingétigs (1,109 40¢
Effect of foreign exchange rate changes on casltasid equivalents 11C (52
Net increase in cash and cash equival 1,31z 54¢
Cash and cash equivalents, beginning of year 4,08: 4,44¢
Cash and cash equivalents, end of period $ 5,39¢ $ 4,99

* Non-cash activities include contributions of UTC commetock of $250 million to domestic defined benpéhsion plans in the second

quarter of 2010. There were no contributions of WEB&hmon stock in 201!
See accompanying Notes to Condensed Consolidated ¢tal Statements

6
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

The Condensed Consolidated Financial Statemegdtsnat 30, 2011 and for the quarters and six momitisceJune 30, 2011 and 2010
are unaudited, but in the opinion of managementidecall adjustments (consisting only of normalureing adjustments) necessary for a fair
presentation of the results for the interim peridgisrtain reclassifications have been made to tiog period amounts to conform to the
current year presentation. We previously report@thér income, net,” which included “Interest incqfres a component of “Revenues.”
“Other income, net,” excluding “Interest incomes™riow reflected as a component of “Costs, Expeasd<ther,” while “Interest income” is
now netted with “Interest expense” for financiatsment presentation. The results reported in tGeselensed Consolidated Financial
Statements should not necessarily be taken asaiinBoof results that may be expected for the ernytrar. The financial information included
herein should be read in conjunction with the fitiahstatements and notes in our Annual Reportitr&wners (2010 Annual Report)
incorporated by reference to our Annual Report om¥10-K for calendar year 2010 (2010 Form 10-K).

Note 1: Acquisitions, Dispositions, Goodwill and Gter Intangible Assets

Business Acquisitions and Dispositionuring the first six months of 2011, our investmenbusiness acquisitions was $184 million and
consisted of a number of smaller acquisitions ithlibe aerospace and commercial businesses. Asilh o€ Sikorsky’s contribution of a
business into a new venture in the United Arab Btes, we recognized a gain of approximately $78aniln the second quarter of 2011.

Goodwill. Changes in our goodwill balances for the firstraignths of 2011 were as follows:

Balance as ¢
Gooduwill resulting from
Balance as of Foreign currency June

(Dollars in millions) January 1, 201. business combinations translation and other 30, 2011
Otis $ 1,47(C $ 27 $ 76 $ 1,57¢
Carrier 3,171 13 18 3,20z
UTC Fire & Security 6,64¢ 36 137 6,81¢
Pratt & Whitney 1,22¢ — 11 1,23¢
Hamilton Sundstran 4,491 (20 22 4,50z
Sikorsky 33C — 4 334
Total Segment 17,33 66 26¢ 17,66¢
Eliminations and other 38¢ 254 — 643
Total $ 17,721 $ 32( $ 26€ $ 18,30¢

For the six months ended June 30, 2011, we recadediditional $254 million of goodwill, reflectedthin “Eliminations and otherin
the above table, related to the finalization ofghaise accounting associated with the December @8duiisition of Clipper Windpower Plc

(Clipper).

Intangible Assets.Identifiable intangible assets are comprised offtilewing:

June 30, 2011 December 31, 2010
Accumulated Accumulated
(Dollars in millions) Gross Amouni Amortization Gross Amount Amortization
Amortized:
Service portfolios $ 2,09t $ (1,059 $ 1,95( $ (942)
Patents and tradematr 46¢ (1749 441 (159
Other, principally customer relationships 3,39t (1,366 3,22¢ (1,222)
5,95¢ (2,599 5,62( (2,31%)
Unamortized
Trademarks and other 782 757
Total $ 6,74 $ (2,599 $ 6,371 $ (2,319
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Amortization of intangible assets for the quarted aix months ended June 30, 2011 was $103 mali@h$203 million, respectively,
compared with $90 million and $179 million for tekeme periods of 2010. Average amortization of thetsagible assets for 2011 through
2015 is expected to approximate $315 million pearye

Note 2: Earnings Per Share

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions, except per share amounts; shas in millions) 2011 2010 2011 2010
Net income attributable to common shareowi $ 131¢ $ 1,11C $ 233 $ 1,97¢
Basic weighted average number of shares outstal 892.¢ 910.¢ 895.¢ 912.1
Stock awards 16.€ 15.C 16.5 15.2
Diluted weighted average number of shares outstandi 909.¢ 925.¢ 912.¢ 927.¢
Earnings Per Share of Common Stc
Basic $ 14t $ 12z % 26C $ 2.17
Diluted $ 14t $ 12C $ 258 3 2.1%

The computation of diluted earnings per share eadithe effect of the potential exercise of staglrds, including stock appreciation
rights and stock options, when the average markes pf the common stock is lower than the exerpisee of the related stock awards dui
the period. These outstanding stock awards araaloided in the computation of diluted earnings §feaire because the effect would be
antidilutive. For the quarter and six months endiete 30, 2011, there were no antidilutive stockrdevaxcluded from the computation. The
number of stock awards excluded from the computatias 12.7 million for the quarter and six monthdex June 30, 2010.

Note 3: Inventories and Contracts in Progress

(Dollars in millions) June 30, 201 December 31, 201
Raw materials $ 1,361 $ 1,221
Work-in-process 3,70¢ 3,25¢
Finished good 3,42¢ 3,02¢
Contracts in progress 6,79¢ 6,34(
15,29: 13,84¢
Less:

Progress payments, secured by lien, on U.S. Gowarhr
contracts (399 (27%)
Billings on contracts in progress (6,107 (5,805
$ 8,79 $ 7,76¢

As of June 30, 2011 and December 31, 2010, theeaiperentory balances include capitalized contrasetbpment costs of $843
million and $804 million, respectively, relateddertain aerospace programs. These capitalized acestgjuidated as production units are
delivered to the customer. The capitalized contlagelopment costs within inventory principallyat to costs capitalized on Sikorsky’s CH-
148 contract with the Canadian government. The @Bii& a derivative of the H-92, a military variarithe S-92.

Note 4: Borrowings and Lines of Credit

(Dollars in millions) June 30, 201 December 31, 201
Commercial paper $ 1,06( $ —

Other borrowings 21C 11€
Total short-term borrowings $  1,27(C $ 11€
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At June 30, 2011, we had committed credit agreesnfeoitn banks permitting aggregate borrowings ofai$3.0 billion under a $1.6
billion revolving credit agreement and a $1.4 billimulticurrency revolving credit agreement, bothvbich are available for general funding
purposes, including acquisitions. As of June 3@,12@here were no borrowings under either of thiegelving credit agreements, which
expire in November 2014 and December 2014, resfgtiThe undrawn portions under both of these ements are also available to serve
as backup facilities for the issuance of commergéger. We generally use our commercial paper angs for general corporate purposes,
including the funding of potential acquisitions aegurchases of our common stock.

Long-term debt consisted of the following:

(Dollars in millions) June 30, 201 December 31, 201
6.100% notes due 2012* $ 50C $ 50C
4.875% notes due 201! 1,20( 1,20(
5.375% notes due 201 1,00( 1,00(
6.125% notes due 201! 1,25( 1,25(
8.875% notes due 20: 272 272
4.500% notes due 202! 1,25( 1,25(
8.750% notes due 20: 25C 25C
6.700% notes due 20: 40C 40C
7.500% notes due 202! 55C 55C
5.400% notes due 203! 60C 60C
6.050% notes due 203 60C 60C
6.125% notes due 203 1,00¢ 1,00(¢
5.700% notes due 204! 1,00¢ 1,00(C
Project financing obligatior 117 141
Other (including capitalized leases) 13¢ 16C
Total lon¢-term debt 10,12¢ 10,17:
Less current portion (636 (169
Long-term debt, net of current portion $ 9,49¢ $ 10,01(

*  We may redeem some or all of these series ofsnat@ny time at a redemption price in U.S. dokaysal to the greater
of 100% of the principal amount outstanding of éipplicable series of notes to be redeemed, oruitmeas the present
values of the remaining scheduled payments of jpréih@nd interest on the applicable series of nwid®e redeemed.
The discounts applied on such redemptions are l@asadsemiannual calculation at an adjusted trgaste plus 1350
basis points, depending on the particular series.rédemption price will also include interest aect to the date of
redemption on the principal balance of the notésgoeedeemec

We have an existing universal shelf registrati@eshent filed with the Securities and Exchange Casion (SEC) for an indetermin
amount of equity and debt securities for futureidsee, subject to our internal limitations on theant of equity and debt to be issued under
this shelf registration statement.

Note 5: Income Taxes

We conduct business globally and, as a result, 0if@e or more of our subsidiaries files incomertsturns in the U.S. federal
jurisdiction and various state and foreign jurisidics. In the normal course of business we areestip examination by taxing authoriti
throughout the world, including such major jurigios as Australia, Belgium, Canada, China, FraGaFmany, Hong Kong, Italy, Japan,
South Korea, Singapore, Spain, the United Kingdadhtae United States. With few exceptions, we aréonger subject to U.S. federal, state
and local, or non-U.S. income tax examinationsytmars before 1998.

In the ordinary course of business there is inttarapertainty in quantifying our income tax pogitso We assess our income tax
positions and record tax benefits for all yeargeettto examination based upon management’s evatuat the facts, circumstances, and
information available at the reporting date. Farséntax positions where it is more likely than thatt a tax benefit will be sustained, we have
recorded the largest amount of tax benefit witleater than 50% likelihood of being realized uptiimate settlement with a taxing authority
that has full knowledge of all relevant informatidior those income tax positions where it is notarikely than not that a tax benefit will be
sustained, no tax benefit has been recognizeckifinancial statements. Where applicable, assatiaterest has also been recognized.
Interest accrued in relation to unrecognized tanefits is recorded in interest expense. Penalfies;urred, would be recognized as a
component of income tax expense.
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It is reasonably possible that a net reductioniwithrange of $90 million to $280 million of unregozed tax benefits may occur within
the next twelve months as a result of additionalldwide uncertain tax positions, the revaluatiortofrent uncertain tax positions arising
from developments in examinations, in appeals dhéncourts, or the closure of tax statutes. Aipordf this net reduction may impact the
Company’s 2011 or 2012 income tax expense. Notided in the range is €197 million (approximatelg@2nillion) of tax benefits that we
have claimed related to a 1998 German reorganizafibese tax benefits are currently being revielnethe German Tax Office in the cou
of an audit of tax years 1999 to 2000. In 2008Gleeman Federal Tax Court denied benefits to andttxayer in a case involving a German
tax law relevant to our reorganization. The deteation of the German Federal Tax Court on thisroth&tter was appealed to the European
Court of Justice (ECJ) to determine if the undaedyGerman tax law is violative of European UniotJ}fprinciples. On September 17, 2009
the ECJ issued an opinion in this case that isrgélpdavorable to the other taxpayer and refettexicase back to the German Federal Tax
Court for further consideration of certain relatgsues. In May 2010, the German Federal Tax Celgased its decision, in which it resolved
certain tax issues that may be relevant to ourtaundi remanded the case to a lower court for fudbgelopment. After consideration of the
ECJ decision and the latest German Federal Taxt@euision, we continue to believe that it is mideely than not that the relevant German
tax law is violative of EU principles and we hawa accrued tax expense for this matter. As we naetio monitor developments related to
this matter, it may become necessary for us tauadzx expense and related interest.

Tax years 2004 and 2005 are currently before thgeAls Division of the Internal Revenue Service {IRB resolution discussions
regarding certain proposed tax adjustments wittckvtiie Company does not agree. The Company exihettthe Appeals Division’s
consideration will continue into 2012 and be corteddewithin the next 12 months. Tax years 2006, 200 2008 are under review by the
Examination Division of the IRS, which review ispected to continue into 2012 and be completed witheé next 12 months. Additionally,
the Company has two refund claims pending for ypes to 2004. The Company expects that a fin&eination will be made with respe
to these claims during 2011. These claims are dredwvithin the range of unrecognized tax benefisldsed above.

Note 6: Employee Benefit Plans

Pension and Postretirement PlansWe sponsor both funded and unfunded domestic amthfodefined pension and other postretirement
benefit plans, and defined contribution plans. @buations to these plans were as follows:

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Defined Benefit Plans $ 41 $ 46¢ $ 70 $ 511
Defined Contribution Plans $ 56 $ 46 $ 11z $ 96

There were no contributions to our domestic defibedefit pension plans in the first six months @1 2. In the first six months of 2010,
we made contributions of $451 million to our donedefined benefit pension plans, almost entirelthie second quarter, including a $250
million contribution of UTC common stock.

The following tables illustrate the components ef periodic benefit cost for our defined pensiod ather postretirement benefit plans:

Pension Benefits Other Postretirement Benefits
Quarter Ended Quarter Ended
June 30, June 30,

(Dollars in millions) 2011 2010 2011 2010
Service cost $ 111 $ 99 $ 1 $ —
Interest cos 32¢€ 32C 10 12
Expected return on plan ass (45¢) (42¢) — —
Amortization 3 4) 1) —
Recognized actuarial net loss (ge 11€ 71 2 @
Net settlement and curtailment Ic 13 11 — —
Total net periodic benefit cost $ 10E $ 69 $ 8 $ 11

10
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Pension Benefits

Other Postretirement Benefits

Six Months Six Months
Ended June 30, Ended June 30,

(Dollars in millions) 2011 2010 2011 2010
Service cost $ 222 $ 19¢ $ 2 $ 1
Interest cos 65C 64z 20 23
Expected return on plan ass (919 (859) — —
Amortization (6) (8) 2 1)
Recognized actuarial net loss (ge 231 142 4 @
Net settlement and curtailment Ic 13 17 — —
Total net periodic benefit cost $ 19€ $ 132 $ 16 $ 22

Note 7: Restructuring and Other Costs

During the first six months of 2011, we recordetpre-tax restructuring and other costs in our hess segments totaling $103 million
for new and ongoing restructuring actions as foiow

(Dollars in millions)

Otis $ 6
Carrier 29
UTC Fire & Security 16
Pratt & Whitney 42
Hamilton Sundstran 6
Sikorsky 3
Eliminations and other 1
Total $10z

The net costs included $69 million recorded in afstales, $32 million in selling, general and adistrative expenses and $2 million in
other income, net. As described below, these qostsarily relate to actions initiated during 201rida2010.

2011 Actions.During the first six months of 2011, we initiategbtructuring actions relating to ongoing cost réiducefforts, including
workforce reductions and the consolidation of fiefterations. We recorded net pre-tax restructuaimdjother costs totaling $69 million,
including $46 million in cost of sales, $21 milliamselling, general and administrative expenses&hmillion in other income, net.

We expect the actions initiated in the first sixnties of 2011 to result in net workforce reductiohapproximately 1,200 hourly and
salaried employees, the exiting of approximatel@,2Q0 net square feet of facilities and the dispokassets associated with exited facilities.
As of June 30, 2011, we have completed net workfoeductions of approximately 500 employees. Weamggeting the majority of the
remaining workforce and all facility related costluction actions for completion during 2011 and2®o specific plans for significant other
actions have been finalized at this time.

The following table summarizes the accrual balameesutilization by cost type for the 2011 restmicty actions:

Facility Exit, Lease

Asset Termination and

(Dollars in millions) Severanct Write -Downs Other Costs Total
Restructuring accruals at March 31, 2011 $ 9 $ — $ — $ 9
Net pre-tax restructuring cos 54 3 1 58
Utilization and foreign exchange (29 3 — (2
Balance at June 30, 2011 $ 39 $ — $ 1 4Q

11
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The following table summarizes expected, incurned @maining costs for the 2011 restructuring astioy type:

Facility Exit, Lease

Asset Write- Termination and
(Dollars in millions) Severanci Downs Other Costs Total
Expected costs $ 78 $ 3 $ 7 $ 88
Costs incurrer- quarter ended March 31, 20 (12) — — (11)
Costs incurred - quarter ended June 30, 2011 (549 (3 (1) (58
Balance at June 30, 2011 $ 13 $ — $ 6 19

The following table summarizes expected, incurmed ’emaining costs for the 2011 restructuring actioy segment:

Costs Incurred Costs Incurred Remaining

Expectec Quarter Ended Quarter Ended Costs at
(Dollars in millions) Costs March 31, 201: June 30, 2011 June 30, 201
Otis $ 10 $ (3) $ 4) $ 3
Carrier 16 (©)] 9) 4

UTC Fire & Security 9 2 @) —
Pratt & Whitney 44 — (33 11

Hamilton Sundstran 4 2 () —
Sikorsky 4 (@D} 2 1

Eliminations and other 1 — () —
Total $ 88 $ 11) $ 58) $ 19

2010 Actions.During the first six months of 2011, we recordetipre-tax restructuring and other costs totaling 88llion for restructuring
actions initiated in 2010, including $21 million st of sales and $10 million in selling, genarad administrative expenses. The 2010
actions relate to ongoing cost reduction efforis|tiding workforce reductions and the consolidatibfield operations.

As of June 30, 2011, we have completed net workfoeductions of approximately 3,000 employees afxgrected 5,000 employees,
and have exited approximately 700,000 net squateofiefacilities of an expected 3.9 million net ageifeet. We are targeting the majority of
the remaining workforce and facility related casduction actions for completion during 2011 and201

The following table summarizes the accrual balameesutilization by cost type for the 2010 restmiictg actions:

Facility Exit, Lease

Asset Write- Termination and
(Dollars in millions) Severanci Downs Other Costs Total
Restructuring accruals at March 31, 2011 $ 132 $ — $ 19 $152
Net pre-tax restructuring cos 5 — 11 16
Utilization and foreign exchange (40 — (18) (58)
Balance at June 30, 2011 $ 98 $ — $ 12 $11C

The following table summarizes expected, incurned @maining costs for the 2010 restructuring astioy type:

Facility Exit, Lease

(Dollars in millions)
Expected costs

Costs incurred through December 31, 2
Costs incurrer- quarter ended March 31, 20
Costs incurred - quarter ended June 30, 2011

Remaining costs at June 30, 2011

Severanct
$ 32¢
(301)

©)
)
$ 18

12

Asset Write-
Downs

$ 283
(19)
4)

$ -

Termination and
Other Costs

$ 10¢
(5D

(6)

(11)

$ 41

Total
$ 461
(371)
(19
(16
$ 59




Table of Contents

The following table summarizes expected, incurned @maining costs for the 2010 restructuring astioy segment:

Costs Incurred Costs Incurred Costs Incurred Remaining

through Quarter Ended Quarter Ended Costs at
(Dollars in millions) Expected Cost December 31, 201 March 31, 201! June 30, 2011 June 30, 201
Otis $ 90 $ (87) $ 2) $ — $ 2
Carrier 10¢ (74 (17) (6) 17
UTC Fire & Security 92 (64) 2 5) 21
Pratt & Whitney 93 (84 Q) 4 4
Hamilton Sundstran 42 (29) — (D) 12
Sikorsky 18 (15) — — 3

Eliminations and other 18 (18) — — —
Total $ 461 $ (371) $ (15) $ (16) $ 59

2009 Actions.As of June 30, 2011, we have approximately $82ianilbf accrual balances remaining related to 20Q@as.

Note 8: Financial Instruments

We enter into derivative instruments for risk magragnt purposes only, including derivatives desigghas hedging instruments under
the Derivatives and Hedging Topic of the Finangiatounting Standards Board (FASB) Accounting Stadsi&odification (ASC) and those
utilized as economic hedges. We operate internaltiypand, in the normal course of business, ar@sag to fluctuations in interest rates,
foreign exchange rates and commodity prices. Tfiasiations can increase the costs of financingesting and operating the business. We
have used derivative instruments, including swhpsyard contracts and options to manage certaigigorcurrency, interest rate and
commodity price exposures.

By nature, all financial instruments involve marked credit risks. We enter into derivative anceofinancial instruments with major
investment grade financial institutions and havkcjes to monitor the credit risk of those countatfes. We limit counterparty exposure and
concentration of risk by diversifying counterpasti®Vhile there can be no assurance, we do nofieatticany material non-performance by
any of these counterparties.

Foreign Currency Forward Contracts. We manage our foreign currency transaction riskecteptable limits through the use of derivatives
that hedge forecasted cash flows associated wighgio currency transaction exposures, which arewted for as cash flow hedges, as we
deem appropriate. To the extent these derivatikegféective in offsetting the variability of thediged cash flows, and otherwise meet the
hedge accounting criteria of the Derivatives anddiieg Topic of the FASB ASC, the changes in thévaéives’ fair values are not included
in current earnings but are included in “Accumullat¢her comprehensive loss.” These changes iwvéile will subsequently be reclassified
into earnings as a component of product sales mereses, as applicable, when the forecasted tramsactcurs. To the extent that a previol
designated hedging transaction is no longer ac®@ffehedge, any ineffectiveness measured in thgihg relationship is recorded currently
in earnings in the period in which it occurs.

To the extent the hedge accounting criteria aramedt the foreign currency forward contracts aikzetl as economic hedges and
changes in the fair value of these contracts arerded currently in earnings in the period in whisly occur. These include hedges that are
used to reduce exchange rate risks arising fronstthege in fair value of certain foreign curreneyndminated assets and liabilities (e.g.
payables, receivables) and other economic hedgerevthe hedge accounting criteria were not met.

The four quarter rolling average of the notionabamt of foreign exchange contracts hedging foreigmency transactions was $9.6
billion and $8.5 billion at June 30, 2011 and Deben81, 2010, respectively.

Commodity Forward Contracts. We enter into commodity forward contracts to redineerisk of fluctuations in the price we pay fertin
commodities (e.g., nickel) which are used direatlthe production of our products, or are compos@hthe products we procure to use in
production of our products. These hedges are ecmroedges and the changes in fair value of thes&raxs are recorded currently in
earnings in the period in which they occur. The value and outstanding notional amount of consraetdging commodity exposures were
insignificant at June 30, 2011 and December 3102fspectively.
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The following table summarizes the fair value ofigdgtive instruments as of June 30, 2011 and Deeerdb, 2010:

(Dollars in millions) Balance Sheet Asset Location June 30, 201 December 31, 201
Derivatives designated as hedging
instruments
Foreign Exchange Contrac Other assets, curre $ 144 $ 73
Foreign Exchange Contracts Other asset 19 24
163 97
Derivatives not designated as hedging
instruments
Foreign Exchange Contrac Other assets, curre 59 31
Foreign Exchange Contracts Other asset 4 5
63 36
Total Asset Derivative Contracts $ 22€ $ 13¢
Balance Sheet Liability Location
Derivatives designated as hedging
instruments
Foreign Exchange Contrac Accrued liabilities $ 93 $ 16
Foreign Exchange Contracts Other lon¢-term liabilities 3 1
96 17
Derivatives not designated as hedging
instruments
Foreign Exchange Contrac Accrued liabilities 33 33
Foreign Exchange Contracts Other lon¢-term liabilities 2 3
35 36
Total Liability Derivative Contracts $ 131 $ 53

The impact from foreign exchange derivative instents that qualified as cash flow hedges was asvst|

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Gain (loss) recorded in Accumulated other comprsiverioss $ 1 $ (74) $ 10C $ (19

Gain reclassified from Accumulated other comprehentoss
into Product sales (effective portic

&

33 $ 18 $ 76 $ 41

Assuming current market conditions continue, a 8llion pre-tax gain is expected to be reclassifieoin Accumulated other
comprehensive loss into Product sales to reflexfited prices obtained from foreign exchange heglgvithin the next 12 months. At
June 30, 2011, all derivative contracts accourme@$ cash flow hedges will mature by May 2013.

The effect on the Condensed Consolidated Stateofi€yperations from foreign exchange contracts msighated as hedging
instruments was as follows:

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Gain (loss) recognized in Other income, net $ 32 $ (20 $ 28 $ (24)

Fair Value Disclosure.The Fair Value Measurements and Disclosures TdpiceoFASB ASC defines fair value, establishesaaework foi
measuring fair value and expands the related digoborequirements. The Topic indicates, among dttiegs, that a fair value measurement
assumes that the transaction to sell an assedrwsfér a liability occurs in the principal market the asset or liability or, in the absence of a
principal market, the most advantageous markethiasset or liability, and also defines fair vabased upon an exit price model.
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Valuation Hierarchy. The Fair Value Measurements and Disclosure Toptb@FASB ASC establishes a valuation hierarchydfsclosure

of the inputs to the valuations used to measuresfdue. A financial asset or liability’s class#iton within the hierarchy is determined based
on the lowest level input that is significant te flair value measurement. The following table piesithe assets and liabilities carried at fair
value measured on a recurring basis as of Jun203Q, and December 31, 2010:

Significant other

Quoted price in observable inputs Unobservable
Total Carrying i
Value at active markets inputs
(Dollars in millions) June 30, 2011 (Level 1) (Level 2) (Level 3)
Available-for-sale securities $ 1,045 $ 1,047 $ — $ —
Derivative asset 22¢ — 22¢€ —
Derivative liabilities 131 — 131 —
Quoted price in C.St;gglrf\l;%rré ?;BEL Unobservable
Total Carrying i
Value at active markets inputs
(Dollars in millions) December 31, 201 (Level 1) (Level 2) (Level 3)
Available-for-sale securities $ 82¢ $ 82¢ $ — $ —
Derivative asset 13¢ — 13¢ —
Derivative liabilities 53 — 53 —

Valuation Techniques.Our available-for-sale securities include equityeistments that are traded in active markets, eitberestically or
internationally. They are measured at fair valuagislosing stock prices from active markets areladassified within Level 1 of the valuati
hierarchy. Our derivative assets and liabilitiedude foreign exchange contracts and commodityeavies that are measured at fair value
using internal models based on observable margetsrsuch as forward rates, interest rates, ourayedtit risk and our counterparties’ credit
risks. Based on these inputs, the derivative assetdiabilities are classified within Level 2 et valuation hierarchy. Based on our contin
ability to trade securities and enter into forwacomtracts, we consider the markets for our faiugahstruments to be active. As of June 30,
2011, there were no significant transfers in antdoflevel 1 and Level 2.

As of June 30, 2011, there has not been any signifimpact to the fair value of our derivativebllgies due to our own credit risk.
Similarly, there has not been any significant adeeémpact to our derivative assets based on oluati@n of our counterparties’ credit risks.

The following table provides carrying amounts aaid ¥alues of financial instruments that are netied at fair value at June 30, 2011
and December 31, 2010:

June 30, 2011 December 31, 2010
Carrying Fair Carrying Fair
(Dollars in millions) Amount Value Amount Value
Long-term receivables $ 30C $ 282 $ 30C $ 27¢
Customer financing notes receiva 35€ 34C 37€ 34¢€
Long-term debt (excluding capitalized leas (20,069 (11,429 (20,117 (12,500

The above fair values were computed based on c@blgairansactions, quoted market prices, discountede cash flows or an
estimate of the amount to be received or paidrtniteate or settle the agreement, as applicabléei@ifices between carrying amounts and
value are attributable to interest and or credé changes subsequent to when the transactionredciihe fair values of Cash and cash
equivalents, Accounts receivable, net, Short-teomdwings, and Accounts payable approximate theyicay amounts due to the short-term
maturities of these instruments.

We had outstanding commercial aerospace finangidgéher contractual commitments totaling approxetye$2.5 billion and $2.0
billion at June 30, 2011 and December 31, 201@ews/ely. Risks associated with changes in inteeges on these commitments are
mitigated by the fact that interest rates are Weiaduring the commitment term, and are set atittie of funding based on current market
conditions, the fair value of the underlying catla and the credit worthiness of the customersa Aesult, the fair value of these financing
expected to equal the amounts funded. The fairevafuhe commitment itself is not readily deternfileaand is not considered significant.

15



Table of Contents

Note 9: Credit Quality of Long-Term Receivables

In July 2010, the FASB issued Accounting Standalddate (ASU) No. 2010-20, “Disclosure about thedir®uality of Financing
Receivables and the Allowance for Credit Lossesi5sASU is intended to enhance a financial statémser’s ability to evaluate the entity’s
credit risk exposures and adequacy of its allowdoceredit losses by requiring additional discl@esabout the nature of credit risk inherer
the portfolio of receivables, factors and methodi@e used in estimating the allowance for credisés and activity that occurs during a
period for both financing receivables and allowafmrecredit losses. The scope of this ASU is limite financing receivables, as defined by
the ASU, and excludes short-term trade accountsvaile and receivables measured at fair valueweei of cost or fair value. We adopted
the disclosures under this ASU for the reportindgueended December 31, 2010, with the exceptiatdisifiosures about activity that occurs
during a reporting period, which became effectimeifiterim and annual periods beginning on or ditecember 15, 2010. We adopted the
interim disclosures required under this ASU dutimg quarter ended March 31, 2011.

A long-term or financing receivable represents @tratual right to receive money on demand or pediand determinable dates,
including trade receivable balances with maturéiyed greater than one year. Our long-term anddingmreceivables primarily represent
balances related to the aerospace businessesslmigaterm trade accounts receivable, leasesnatas receivable. We also have other long-
term receivables in our commercial businesses; tiekydoth the individual and aggregate amountsateignificant.

Our classes within aerospace long-term receivaskegomprised of long-term trade accounts receivabtl notes and leases receivable.
Long-term trade accounts receivable represent ata@uising from the sale of goods and services witlontractual maturity date of greater
than one year and are recognized as “Other adsatsit Condensed Consolidated Balance Sheet. Moigéeases receivable represent notes
and lease receivables other than receivables delateperating leases, and are recognized as “@estfinancing assets” in our Condensed
Consolidated Balance Sheet. The following tablersanizes the balance by class of aerospace longrreivables as of June 30, 2011 and
December 31, 2010:

(Dollars in millions) June 30, 201 December 31, 201
Long-term trade accounts receivable $ 203 $ 19¢
Notes and leases receiva 392 41€
Total long-term receivables $ 59k $ 614

Economic conditions and air travel influence theragting environment for most airlines, and theriitial performance of our aerospace
businesses is directly tied to the economic coowlitiof the commercial aerospace and defense inekisidditionally, the value of the
collateral is also closely tied to commercial aieliperformance and may be subject to exposuredates valuation as a result of market
declines. We determine a receivable is impairednybased on current information and events, itabable that we will be unable to collect
amounts due according to the contractual termbBeoféceivable agreement. Factors considered issiagecollectability and risk include, but
are not limited to, examination of credit qualibgicators and other evaluation measures, underiyaihge of any collateral or security
interests, significant past due balances, histbliszes, and existing economic conditions.

Long-term receivables can be considered delingfipatyment has not been received in accordancetiittunderlying agreement. If
determined delinquent, long-term trade accountsivable and notes and leases receivable balancasraginterest may be placed on
nonaccrual status. We record potential lossesekat longterm receivables when identified. The reserve fedit losses on these receival
relates to specifically identified receivables theg evaluated individually for impairment. Fore®and leases receivable, we determine a
specific reserve for exposure based on the difterdretween the carrying value of the receivablethadstimated fair value of the related
collateral in connection with the evaluation ofditeisk and collectability. For longerm trade accounts receivable, we evaluate crisitianc
collectability individually to determine if an all@ance is necessary. Uncollectible long-term red#esare written-off when collection of the
indebtedness has been pursued for a reasonabdel pétime without collection; the customer is vader in operation; or judgment has been
levied, but the underlying assets are not adedoaatisfy the indebtedness. At both June 30, 20tilDecember 31, 2010, we do not have
any significant balances that are considered tetiaquent, on non-accrual status, past due 90 alaywre, or considered to be impaired.
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The following table provides the balance of aerosdang-term receivables at June 30, 2011, and suip@s the associated changes in

the reserve for estimated credit losses and expdeuthe quarter ended June 30, 2011:

(Dollars in millions)

Beginning balance of the reserve for credit logsesexposur

Provision
Chargeoffs
Recoveries
Other

Ending balance of the reserve for credit losseseapasure: individually evaluated

for impairment

Ending balance of long-term receivables: indivitjualvaluated for impairment

We determine credit ratings for each customer énpibrtfolio based upon public information and imfiation obtained directly from our
customers. We conduct a review of customer cradiitgs, published historical credit default rasdifferent rating categories, and multiple
third party aircraft value publications as a basigalidate the reasonableness of the allowance$ses on these balances quarterly or when

$ 42
1

I
=

&

3
$59¢

a

events and circumstances warrant. The credit ratisted below range from “A” which indicates artrexnely strong capacity to meet

financial obligations and the receivable is eitb@ltateralized or uncollateralized, to “D” whichdicates that payment is in default and the
receivable is uncollateralized. There can be narasse that actual results will not differ fromiesttes or that consideration of these factors

in the future will not result in an increase or @ese to the allowance for credit losses on long-teceivables.

The following table summarizes the credit risk peoby creditworthiness category for aerospace {tam receivable balances at

June 30, 2011 and December 31, 2010:

June 30, 2011

December 31, 2010

Long-term
trade accounts

(Dollars in millions) receivable
A - (low risk, collateralized/uncollateralized) $ 197
B - (moderate risk, collateralized/uncollateraliz 6

C - (high risk, collateralized/uncollateralize —
D - (in default, uncollateralized) —

Total $ 203
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leases
receivable receivable
$ — $ 19z
31€ 5
76 —
$ 392 $ 19€

Notes anc

leases
receivable

L5

33€
80

$ 41€
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Note 10: Shareowners’ Equity and Noncontrolling Inerest

A summary of the changes in shareowners’ equityreomtontrolling interest (excluding redeemable monmlling interest) comprising
total equity for the quarters and six months entlete 30, 2011 and 2010 is provided below:

Quarter Ended June 30,

2011 2010
Shareowners’ Noncontrolling Shareowners’ Noncontrolling
Total Total
(Dollars in millions) Equity Interest Equity Equity Interest Equity
Equity, beginning of period $ 22,12t % 1,000 $23,12¢ $ 19,96 $ 96C  $20,92:
Comprehensive income for the peri
Net income 1,31¢ 112 1,43(C 1,11C 10z 1,212
Other comprehensive income (los
Foreign currency translation, r 13€ 2 13¢ (447) (25) (472)
Increases (decreases) in unrealized
gains from available-for-sale
securities, ne 26 26 27 (27
Cash flow hedging loss:t (24) (24) (68) (68)
Change in pension and post-
retirement benefit plans, n 67 67 50 50
Total other comprehensive income (la 20E 2 207 (492) (25) (517)
Total comprehensive income for the per 1,52: 114 1,637 61¢ 77 69t
Common Stock issued under employee p 258 258 13¢ 13¢
Common Stock repurchas (750 (750 (660) (660
Common Stock contributed to pension pl — — 25C 25C
Dividends on Common Stoc (419 (413 (377) (377
Dividends on ESOP Common Sta (16) (16) (15) (15)
Dividends attributable to noncontrolling
interest (90 (90 (58) (58)
Purchase of subsidiary shares from
noncontrolling interes — — — — 3 3
Sale of subsidiary shares in noncontrolling
interest — — — — 4 4
Redeemable noncontrolling interest in
subsidiarie’ earnings (6) (6) (20 (20
Redeemable noncontrolling interest in total
other comprehensive incor 2 2 12 12
Change in redemption value of put options — — 8 8
Equity, end of period $ 22,720 3 1,016 $23,73¢ $ 1993 $ 98z  $20,91¢
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Six Months Ended June 30,

2011 2010
Shareowners’ Noncontrolling Shareowners’ Noncontrolling
Total Total
(Dollars in millions) Equity Interest Equity Equity Interest Equity
Equity, beginning of period $ 21,388 % 947  $22,33. $ 20,066 $ 93%  $20,99¢
Comprehensive income for the peri
Net income 2,33( 201 2,531 1,97¢ 18: 2,15¢
Other comprehensive income (los
Foreign currency translation, r 66¢ 38 707 (797) (48) (84%)
Increases in unrealized gains from
available-for-sale securities, ni 71 71 8 8
Cash flow hedging gains (losst 19 19 (43 (43
Change in pension and post-
retirement benefit plans, n 114 114 81 81
Total other comprehensive income (lo 873 38 911 (757 (48) (799
Total comprehensive income for the per 3,20z 23¢ 3,44z 1,22t 13t 1,36(
Common Stock issued under employee p 447 447 32¢ 32¢
Common Stock repurchas (1,500 (1,500 (1,160 (1,160
Common Stock contributed to pension pl — — 25C 25C
Dividends on Common Stoc (787) (787) (744) (749
Dividends on ESOP Common Sta (32) (32) (32) (32)
Dividends attributable to noncontrolling
interest (16€) (16€) (147) (147)
Purchase of subsidiary shares from
noncontrolling interes — — — 2 4 (6)
Sale of subsidiary shares in noncontrolling
interest 3 8 11 — 27 27
Acquisition of noncontrolling intere: 5 5 29 29
Redeemable noncontrolling interest in
subsidiarie’ earnings (12) (11) (16) (16)
Redeemable noncontrolling interest in total
other comprehensive income (lo (6) (6) 25 25
Change in redemption value of put options (3 (3) 3 3
Equity, end of period $ 22,72: % 1,016 $23,73¢ $ 1993 $ 98z  $20,91¢

Consistent with the requirements under the Busi@essbinations Topic of the FASB ASC and the acciognfior redeemable equity

instruments, all noncontrolling interests with region features, such as put options, that aresalety within our control (redeemable
noncontrolling interests) are reported in the maimsection of the Condensed Consolidated Bal8heet, between liabilities and equity, at
the greater of redemption value or initial carryirejue.
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A summary of the changes in redeemable noncontgpifiterest recorded in the mezzanine sectioneofCthindensed Consolidated
Balance Sheet for the quarters and six months eha®el 30, 2011 and 2010 is provided below:

Quarter Ended June 30, Six Months Ended June 30,

(Dollars in millions) 2011 2010 2011 2010
Redeemable noncontrolling interest, beginning ofooke $ 31¢ $ 377 $ 317 $ 38¢
Net income 6 10 11 16
Foreign currency translation, r 2 (12 6 (25)
Dividends attributable to noncontrolling inter: 1) 3 (12) 13

Purchase of subsidiary shares from noncontrolling

interest — (65) — (65)
Change in redemption value of put opti — (8) 3 ©)]
Other changes in redeemable noncontrolling interest 22 12 22 12
Redeemable noncontrolling interest, end of period $ 34¢ $ 311 $ 34¢ $ 31

Consistent with the requirements under the Busi@essbinations Topic of the FASB ASC and the acciognfior noncontrolling
interests in consolidated financial statementsngbka in noncontrolling interests that do not resu#t change of control and where there is a
difference between fair value and carrying valiearcounted for as equity transactions. A summettyese changes in ownership interes
subsidiaries and the effect on shareowners’ edoitthe quarters and six months ended June 30, @0d 2010 is provided below:

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Net income attributable to common shareowi $ 1318 $ 111C $ 2,33 $ 1,97¢
Transfers to noncontrolling interes
Increase in common stock for sale of subsidiaryes — — 3 —
Decrease in common stock for purchase of subsidiaayes — — — (2
Change from net income attributable to common sivaners and transfer
to noncontrolling interest $ 1318 $ 1,11C $ 2,33 $ 1,97«

Note 11: Guarantees

We extend a variety of financial, market value anaduct performance guarantees to third partiesr& have been no material changes
to guarantees outstanding since December 31, 2010.

The changes in the carrying amount of service andyzt warranties and product performance guarariteghe six months ended
June 30, 2011 and 2010 are as follows:

(Dollars in millions) 2011 2010
Balance as of January 1 $1,13¢ $1,07:
Warranties and performance guarantees is 28¢ 18¢
Settlements mac (259 (179
Other 32E

Balance as of June 30 $1,49i $1,08¢

The increase reflected in “Other” in the aboveeaghimarily reflects the impact of finalizing puade accounting on the recent
acquisition of Clipper.
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Note 12: Collaborative Arrangements

In view of the risks and costs associated with fgirg new engines, Pratt & Whitney has entered @artain collaboration
arrangements in which costs, sales and risks aredhSales generated from engine programs, spaie pnd aftermarket business under
collaboration arrangements are recorded as eannaaf ifinancial statements. Amounts attributableuo collaborative partners for their share
of sales are recorded as an expense in our finatatements based upon the terms and nature afthegement. Costs associated with
engine programs under collaborative arrangemestsxgrensed as incurred. Under these arrangemehéharators contribute their program
share of engine parts, incur their own productiosig and make certain payments to Pratt & Whitoegtiared or joint program costs. The
reimbursement of the collaborators’ share of progcasts is recorded as a reduction of the relatpdrese item at that time. As of June 30,
2011, the collaborators’ interests in all commédreiaine programs ranged from 12% to 48%. Pratt Bitéy directs those programs and is
the principal participant in all existing collabtive arrangements. There are no individually sigaifit collaborative arrangements, and none
of the individual partners’ shares exceed 31% ahdividual program.

Note 13: Contingent Liabilities

Summarized below are the matters previously desdriilb Note 17 of the Notes to the Consolidated méisd Statements in our 2010
Annual Report, incorporated by reference in our®Barm 10-K, updated as applicable.

Environmental. Our operations are subject to environmental reguidty federal, state and local authorities inthnited States and

regulatory authorities with jurisdiction over owréign operations. We accrue for the costs of enwirental investigatory, remediation,
operating and maintenance costs when it is prokiabtea liability has been incurred and the am@antbe reasonably estimated. The most
likely cost to be incurred is accrued based onvafuation of currently available facts with respeceach individual site, including existing
technology, current laws and regulations and peatediation experience. Where no amount withimgeaof estimates is more likely, we
accrue the minimum. For sites with multiple respolesparties, we consider our likely proportionateare of the anticipated remediation costs
and the ability of the other parties to fulfill thebligations in establishing a provision for tkasosts. We discount liabilities with fixed or
reliably determinable future cash payments. Weataeduce accrued environmental liabilities by ptitd insurance reimbursements. We
periodically reassess these accrued amounts. Wédhat the likelihood of incurring losses mad#yiin excess of amounts accrued is
remote.

Government. We are now, and believe that in light of the curtdrs. government contracting environment we walhtinue to be, the subject
of one or more U.S. government investigations.dfav one of our business units were charged witingdoing as a result of any of these
investigations or other government investigationsl{ding violations of certain environmental ompext laws) the U.S. government could
suspend us from bidding on or receiving awardsesf b.S. government contracts pending the completfdagal proceedings. If convicted
or found liable, the U.S. government could fine detar us from new U.S. government contractingfperiod generally not to exceed three
years. The U.S. government could void any contifaetsd to be tainted by frau

Our contracts with the U.S. government are alsgestito audits. Like many defense contractors, aeehreceived audit reports, which
recommend that certain contract prices should éeced to comply with various government regulatic@@me of these audit reports involve
substantial amounts. We have made voluntary refumtt®se cases we believe appropriate and contiliggate certain other cases. In
addition, we accrue for liabilities associated wtibse matters that are probable and can be rdag@stiimated. The most likely settlement
amount to be incurred is accrued based upon a @rggimates. Where no amount within a range tifn@ges is more likely, then we accrue
the minimum amount.

As previously disclosed, the Department of Jugiiz®J) sued us in 1999 in the U.S. District Courttfee Southern District of Ohio,
claiming that Pratt & Whitney violated the civil IBa Claims Act and common law. This lawsuit reldtethe “Fighter Engine Competition”
between Pratt & Whitney’s F100 engine and Geneledtic’'s F110 engine. The DOJ alleges that theegoment overpaid for F100 engines
under contracts awarded by the U.S. Air Forcesodi years 1985 through 1990 because Pratt & Whitiflated its estimated costs for some
purchased parts and withheld data that would hewealed the overstatements. At trial of this mattempleted in December 2004, the
government claimed Pratt & Whitney's liability te I$624 million. On August 1, 2008, the trial cqudge held that the Air Force had not
suffered any actual damages because Pratt & Whitadymade significant price concessions. Howeterfrial court judge found that Prat!
Whitney violated the False Claims Act due to inaabtel statements contained in the 1983 offer. Iratieence of actual damages, the trial
court judge awarded the DOJ the maximum civil pgnafl $7.09 million, or $10,000 for each of the 7f9oices Pratt &

Whitney submitted in 1989 and later under the @t In September 2008, both the DOJ and UTC &péze decision to the Sixth Circuit
Court of Appeals. In November 2010, the Sixth Giraffirmed Pratt & Whitney’s liability under thedise Claims Act and remanded the case
to the U.S. District Court for further proceedirggsthe question of damages. Should the governniemiately prevail, the outcome of this
matter could result in a material effect on ountessof operations in the period in which a lialyilwould be recognized or cash flows for the
period in which damages would be paid.
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As previously disclosed, in December 2008, the Btepant of Defense (DOD) issued a contract clainireg&ikorsky to recover
overpayments the DOD alleges it has incurred siaceiary 2003 in connection with cost accountingngka approved by the DOD and
implemented by Sikorsky in 1999 and 2006. Thesagbs relate to the calculation of material overhedels in government contracts. The
DOD claims that Sikorsky'’s liability is approxim&tes89 million (including interest through June 201We believe this claim is without
merit and Sikorsky filed an appeal in December 2808 the U.S. Court of Federal Claims, which ingiag.

Other. As previously disclosed, on August 27, 2010, RBItssce plc (Rolls-Royce) sued Pratt & Whitney in thé. District Court for the
Eastern District of Virginia, alleging that fan bis on certain engines manufactured by Pratt & Wékiinfringe a U.S. patent held by Rolls-
Royce. Rolls-Royce sought damages plus intereshjanction, attorney’s fees, and a finding of Willinfringement. On May 20, 2011, the
Court granted Pratt & Whitney’s motion for summargigment of non-infringement and denied Rolls-Rogagoss motion in which it alleg
Pratt & Whitney had infringed the patent. Furttes previously disclosed, in November 2010, Pra@WRitney filed complaints against Rolls-
Royce in the High Court of Justice, Chancery DivisiPatent Court (HCJ) in the United Kingdom (Uijth the U.S. International Trade
Commission (ITC), and against Rolls-Royce and @iept, Rolls-Royce Group plc (Rolls-Royce Groupjhia U.S. District Court for the
District of Connecticut. The HCJ action allegecttbertain turbomachinery blades, engines and coeqtsrmanufactured by Rolls-Royce
infringe a UK patent held by Pratt & Whitney andight damages plus interest and all other religfhh Pratt & Whitney is entitled,
including attorney’s fees, expenses, and a perntamdar preventing further infringements. The IT@nplaint sought a permanent exclusion
order barring the importation into the U.S. of infiing turbomachinery blades, engines and engingpoments manufactured by Rolls-Royce
and Rolls-Royce Group, and requested a permanase&mnd-desist order against Rolls-Royce and Raisze Group preventing further
importing, marketing, advertising, demonstratirggting, distributing, licensing, offering for sate,use of such infringing turbomachinery
blades, engines and engine components. In the €bomeDistrict Court action, Pratt & Whitney alled similar infringement claims based

a U.S. patent held by Pratt & Whitney and soughihamction, damages, interest, attorrefges and other relief. On July 14, 2011, theigs
entered into an amicable, confidential settlemgné@ment to dismiss all of the foregoing mattersulting in no adverse impact to UTC.

We extend performance and operating cost guarahtsesd our normal warranty and service policiesfdended periods on some of
our products. We have accrued our estimate ofidibdity that may result under these guaranteesfanservice costs that are probable and
can be reasonably estimated.

We have accrued for environmental investigatomnea@iation, operating and maintenance costs, pedioce guarantees and other
litigation and claims based on our estimate offfttbable outcome of these matters. While it is idsshat the outcome of these matters may
differ from the recorded liability, we believe thasolution of these matters will not have a matémpact on our competitive position, resi
of operations, cash flows or financial condition.

We also have other commitments and contingentliliggsi related to legal proceedings, self-insurapiegrams and matters arising out
of the normal course of business. We accrue coaticigs based upon a range of possible outcomes.dmount within this range is a better
estimate than any other, then we accrue the minirunount.

We are also subject to a number of routine lawsint@stigations and claims (some of which invadudstantial amounts) arising out of
the ordinary course of our business. We do noefelthat these matters will have a material adveffeet upon our competitive position,
results of operations, cash flows or financial dbad.

Except as otherwise noted above, we do not betteateresolution of any of these matters will haveaterial adverse effect upon our
competitive position, results of operations, cdstv$ or financial condition. All forward-looking @aements concerning the possible or
anticipated outcome of environmental, investigatamg litigation matters involve risks and uncetti@mthat could cause actual results to
differ materially from those expressed or impliadhe forward-looking statements. For further infation as to these risks and uncertainties,
see “Cautionary Note Concerning Factors That Mag&fFuture Results” and Part Il, Item 1A, “Riskckas” in this Form 10-Q.

Note 14: Segment Financial Data

Our operations are classified into six principareents: Otis, Carrier, UTC Fire & Security, Prat¥ghitney, Hamilton Sundstrand and
Sikorsky. The segments are generally based on #magement structure of the businesses and theiggoopsimilar operating companies,
where each management organization has generatopeautonomy over diversified products and sewic
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Results for the quarters and six months ended 30n2011 and 2010 are as follows:

Quarter Ended June 30, Net Sales Operating Profits Operating Profit Margins
(Dollars in millions) 2011 2010 2011 2010 2011 2010
Otis $ 3,192 $ 2,83¢ $ 742 $ 641 23.2% 22.€%
Carrier 3,39¢ 3,09: 45¢ 33z 13.5% 10.8%
UTC Fire & Security 1,74¢ 1,61¢ 20€ 16¢€ 11.8% 10.2%
Pratt & Whitney 3,452 3,27¢ 454 52z 13.2% 15.%
Hamilton Sundstran 1,52¢ 1,37¢ 267 204 17.5% 14.€%
Sikorsky 1,78¢ 1,692 277 16¢€ 15.5% 10.(%
Total segment 15,09z 13,89¢ 2,40¢ 2,037 15.% 14.7%
Eliminations and othe a7 (94) (812) (62

General corporate expenses — — (104 (93)

Consolidated $15,07¢ $13,80: $2,22( $1,88: 1470 13.€%
Six Months Ended June 30, Net Sales Operating Profits Operating Profit Margins
(Dollars in millions) 2011 2010 2011 2010 2011 2010
Otis $ 5,96¢ $ 5,56¢ $1,37: $1,237 23.(% 22.2%
Carrier 6,15¢ 5,56( 76¢ 472 12.5% 8.5%
UTC Fire & Security 3,37¢ 3,03( 36¢ 291 10.% 9.6%
Pratt & Whitney 6,547 6,12(C 92t 95¢ 14.1% 15.7%
Hamilton Sundstran 2,972 2,70t 511 42~ 17.2% 15.7%
Sikorsky 3,36¢ 3,05( 41¢€ 314 12.4% 10.2%
Total segment 28,38¢ 26,02¢ 4,36% 3,697 15.4% 14.2%
Eliminations and othe 36 (187) (177 (122

General corporate expenses — — (19%) (170)

Consolidated $28,42( $25,84: $3,99¢ $3,40¢ 14104 13.20%

See Note 7 to the Condensed Consolidated Fina®tastments for a discussion of restructuring ahdratosts included in segment
operating results.

Note 15: Accounting Pronouncements

In May 2011, the FASB issued ASU No. 2011-04, “Rétue MeasurementThis ASU clarifies the concepts related to higlaest bes
use and valuation premise, blockage factors angl gifemiums and discounts, the fair value measureofdinancial instruments held in a
portfolio and of those instruments classified apmponent of shareowners’ equity. The guidanceited enhanced disclosure requirements
about recurring Level 3 fair value measurementsusge of nonfinancial assets, and the level idaimevalue hierarchy of assets and liabilities
not recorded at fair value. The provisions of th&U are effective prospectively for interim and aahperiods beginning on or after
December 15, 2011. Early application is prohibit&k are currently evaluating the impact of this re®.

In June 2011, the FASB issued ASU No. 2011-05, “@ahensive Income.” This ASU intends to enhancepavability and
transparency of other comprehensive income compgsn&he guidance provides an option to present ¢otaprehensive income, the
components of net income and the components of otraprehensive income in a single continuous istaie or two separate but
consecutive statements. This ASU eliminates thoopb present other comprehensive income compsranpart of the statement of char
in shareownersaquity. The provisions of this ASU will be appliestrospectively for interim and annual periods begig after December 1
2011. Early application is permitted. We are cutlye@valuating the impact of this new ASU.

23



Table of Contents

With respect to the unaudited condensed consotidatancial information of UTC for the quarters asig months ended June 30, 2011
and 2010, PricewaterhouseCoopers LLP (Pricewatsg@oopers) reported that it has applied limitedgdares in accordance with
professional standards for a review of such infdiroma However, its report dated July 25, 2011, aping below, states that the firm did not
audit and does not express an opinion on that uteglidondensed consolidated financial informatfricewaterhouseCoopers has not carried
out any significant or additional audit tests beytmose that would have been necessary if theortdémad not been included. Accordingly, -
degree of reliance on its report on such infornmasibould be restricted in light of the limited rm&twof the review procedures applied.
PricewaterhouseCoopers is not subject to the ifiglgitovisions of Section 11 of the Securities A€t1933 (the Act) for its report on the
unaudited condensed consolidated financial infoiondtecause that report is not a “report” or a thaf a registration statement prepared or
certified by PricewaterhouseCoopers within the megaof Sections 7 and 11 of the Act.

Report of Independent Registered Public Accountindrirm
To the Board of Directors and Shareowners of Unitedhnologies Corporation:

We have reviewed the accompanying condensed cdasadi balance sheet of United Technologies Corporand its subsidiaries (the
“Corporation”) as of June 30, 2011, and the relamudensed consolidated statement of operatiorthdathree-month and six-month periods
ended June 30, 2011 and 2010 and the condensealidated statement of cash flows for the six-mguehiods ended June 30, 2011 and
2010. This interim financial information is the pessibility of the Corporation’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighaldUnited States). A review of
interim financial information consists principalty applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatlstandards of the Public Company
Accounting Oversight Board (United States), thezotiye of which is the expression of an opinionareling the financial statements taken as
a whole. Accordingly, we do not express such aniopi

Based on our review, we are not aware of any naterbdifications that should be made to the accaoyipg condensed consolidated intel
financial information for it to be in conformity Wi accounting principles generally accepted inUhéed States of America.

We previously audited, in accordance with the stads of the Public Company Accounting Oversighti8d&nited States), the consolidated
balance sheet as of December 31, 2010, and thtedelansolidated statements of operations, of ftasts and of changes in equity for the
year then ended (not presented herein), and inepart dated February 10, 2011 (which included>giamatory paragraph with respect to
Corporation’s change in the manner of accountimdgisiness combinations and noncontrolling ints)este expressed an unqualified
opinion on those consolidated financial statemdnteur opinion, the information set forth in thecampanying condensed consolidated
balance sheet as of December 31, 2010, is famtgdtin all material respects in relation to thesmidated balance sheet from which it has
been derived.

/sl PricewaterhouseCoopers LLP

Hartford, Connecticut
July 25, 2011
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

BUSINESS OVERVIEW

We are a global provider of high technology prodwartd services to the building systems and aerespdastries. Our operations are
classified into six principal business segmentss,@arrier, UTC Fire & Security, Pratt & Whitnagamilton Sundstrand and Sikorsky. Otis,
Carrier and UTC Fire & Security are collectivelyared to as the “commercial businesses,” whilgtRraVhitney, Hamilton Sundstrand and
Sikorsky are collectively referred to as the “apaxe businesses.” Certain reclassifications hage bede to the prior year amounts to
conform to the current year presentation. We preshoreported “Other income, net,” which includddtérest income,” as a component of
“Revenues.” “Other income, net,” excluding “Interégscome,” is now reflected as a component of “GpEixpenses and Other,” while
“Interest income” is now netted with “Interest exrpe” for financial statement presentation. Theenirstatus of significant factors impacting
our business environment in 2011 is discussed bdtowadditional discussion, refer to the “Busin@s®rview” section in Management'’s
Discussion and Analysis of Financial Condition &websults of Operations in our 2010 Annual Reporictviis incorporated by reference in
our 2010 Form 10-K.

General

With worldwide operations, our businesses can fextdfd by industrial, economic and political faston both a regional and global
level. To limit the impact of any one industry,tbe economy of any single country on our consoéidatperating results, our strategy has
been, and continues to be, the maintenance ofaaded and diversified portfolio of businesses. Buginesses include both commercial and
aerospace operations, original equipment manufagt(©EM) and extensive related aftermarket pamts gervices businesses, as well as the
combination of shorter cycles at Carrier and in@mmercial aerospace aftermarket businessespagdr cycles at Otis and at our aeros
OEM businesses. Our customers include companitteiprivate sector and governments, and our busesagflect an extensive geographic
diversification that has evolved with the continggobalization of world economies.

Although the global economy improved as compareat 2010, many economic indicators continue to ptirg slow and uneven
recovery. High unemployment and a weak housingsétthe United States (U.S.) continue to dampmrsumer sentiment domestically,
while concerns over European sovereign debt issnéshe deficit debate in Washington, D.C. contitmuplague financial markets and
constrain government spending in certain counttiesontrast, certain emerging markets continugréav despite measures by various
governments to control inflation in these markBistwithstanding these uneven economic conditiorgscantinue to see sales and order rate
growth consistent with our full year expectationsmhost of our businesses. Carrier’s Transicoldri®ss remains exceptionally strong, more
than offsetting the softer U.S. residential heatirentilating, and air conditioning (HVAC) mark@tis new equipment orders and Carrier
global commercial HYAC equipment orders also grevthie second quarter of 2011, as compared witkdahee period of 2010. Similarly,
orders in emerging markets continue to grow acttesgEommercial businesses, with particular streimgthina, Russia, and India. We also
continue to see strong order trends in the aeresaiermarket businesses within both Pratt & Wlhitaed Hamilton Sundstrand. These
improvements contributed to improved organic sgtesvth in the second quarter of 2011.

Consolidated net sales increased 9% in the seaasuden of 2011, as compared to the same perio@10.2This reflects organic sales
growth (6%) and the benefit from foreign curren@nslation (4%), partially offset by the impactrfranet dispositions (1%), as further
discussed below within “Results of Continuing Opierss.” Along with the consolidated net sales ims®, consolidated operating profit
increased 18% in the second quarter of 2011, apamd with the same period of 2010. This year-gear- improvement reflects an increase
in operational profit (6%), driven by higher volusngartially offset by higher research and develapraed commodity costs, favorable
foreign exchange (5%), lower year-over-year restimirg costs (1%), and the beneficial year-overryemact from norrecurring items (8%
less the net year-over-year impact from businessstiture activity (2%). The year-over-year impfotm non-recurring items reflects a gain
of approximately $73 million recognized at Sikorgkym the contribution of a business into a newtusnin the United Arab Emirates in the
second quarter of 2011 and the absence of netehaegorded in the second quarter of 2010. Théseymar net charges consisted of an
approximately $47 million net charge recorded ati€afrom dispositions associated with its ongopagtfolio transformation and
approximately $28 million of asset impairment clteargecorded at Hamilton Sundstrand related prigntithe disposition of an aerospace
business. We now expect an adverse impact on apgrabfits for the full year of 2011 from incremahresearch and development
investment of at least $275 million as we ramp wgtiple next generation aerospace product platforms

Commercial Businesses

Our commercial businesses generally serve custaméne worldwide commercial and residential prapéndustries, although Carrier
also serves customers in the commercial and transgfdgeration industries. Sales in the commaéigissinesses are influenced by a number
of external factors, including fluctuations in mesntial and commercial construction activity, regaly changes, interest rates, labor costs,
foreign currency exchange rates, customer attritimy material and energy costs, credit markets
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and other global and political factors. Carrieitsahcial performance can also be influenced by gpetidn and utilization of transport
equipment, and, in the case of its residentialrimss, weather conditions. To ensure adequate sap@lgrrier products in the distribution
channel, Carrier customarily offers its customarentives to purchase products. The principal iticemprogram provides reimbursements to
distributors for offering promotional pricing on @iar products. We account for incentive paymenéslenas a reduction to sales.

Within the Otis segment, sales increased 12% isé¢icend quarter of 2011, compared with the saniedef 2010, primarily due to the
favorable impact of foreign currency translatiof6)8 Organic sales growth of 3% reflects an incréasew equipment sales and continued
growth in contractual maintenance and repair volud@v equipment orders in the second quarter ol 20dreased 23% (including 8%
attributable to foreign exchange) compared withstme period of 2010, driven principally by ordeswgth in China, Russia and North
America. Pricing remained under pressure in moskats.

Within Carrier, the continued rebound of the trarspefrigeration market drove 11% organic salesgh during the second quarter of
2011. Carrier's Transicold business demonstratethgtperformance across all products and geographith sales up organically more than
40%, led by the refrigerated container businesstiN@merica residential shipments moderated instend quarter of 2011, after a strong
start to the year.

UTC Fire & Security experienced 4% organic salesgh in the second quarter of 2011, led by growitiw the products businesses
driven by the petroleum, oil and gas sectors afrdstructure spending. Organic sales growth withnservice and install businesses,
primarily in Asia and Australia, was partially offsby organic sales contraction within the U.K.ibasses.

Aerospace Businesses

The aerospace businesses serve both commercigbgedhment aerospace customers. In addition, elsnoéfPratt & Whitney and
Hamilton Sundstrand also serve customers in thesiniél markets. Revenue passenger miles (RPMS), ghvernment military and space
spending, and the general economic health of aidarriers are all barometers for our aerospacedsses. Performance in the general
aviation sector is closely tied to the overall lttealf the economy and is positively correlateddgporate profits.

The commercial airline industry rebounded in 208 eemained generally strong through the first bA2011. However, while airlines
have maintained pricing and capacity disciplinghler oil prices have recently led to reduced arpnofitability forecasts for 2011, and could
lead to further capacity reductions and lower comuiakaerospace aftermarket demand. Despite thateafl future adverse impacts, we
continue to see strong aerospace aftermarket tnatedts. Commercial aerospace spares orders atPvektitney’s large commercial engine
business and at Hamilton Sundstrand increased 28P2%%0 in the second quarter of 2011, respectivsycompared with the same period of
2010. These increases in order rates have leddorasponding increase in commercial aerospacerat&et volume at both Pratt & Whitney
and Hamilton Sundstrand. Accordingly, consolidatethmercial aerospace aftermarket sales, includikaysky, increased 14% in the sec«
quarter of 2011, as compared with the same pefi@010.

Total sales at Sikorsky increased 6% in the secquadter of 2011, as compared to the same peri@d1d, driven by increased
aftermarket volumes and higher commercial airatafiveries, partially offset by lower internatiormallitary aircraft deliveries. Sikorsky
continued to benefit from U.S. government spendatiipough deficit reduction measures by the U.Segament are expected to pressure the
U.S. Department of Defense budget in coming yeagsilting in a decline in U.S. Department of Deteapending. Notwithstanding these
expected pressures, Sikorsky’s military backlogams very strong.

Acquisition and Disposition Activity

Our growth strategy contemplates acquisitions. @arations and results can be affected by thearateextent to which appropriate
acquisition opportunities are available, acquiradihesses are effectively integrated, and antiegbaynergies or cost savings are achieved.

During the first six months of 2011, our investmimbusiness acquisitions was $184 million, andséxted primarily of a number of
smaller acquisitions in both our commercial andspace businesses. We recorded the excess ofritteape price over the estimated fair
value of the assets acquired as an increase innglholis a result of acquisition activity, goodwithcreased approximately $320 million,
primarily related to the finalization of purchaszaunting associated with the December 2010 adiprisif Clipper Windpower Plc
(Clipper), in the first six months of 2011. We egpt invest less than $1.5 billion in acquisition®2011, including those investments made
during the first six months of 2011, although tii depend upon the timing, availability and thepeopriate value of potential acquisition
opportunities.

Other

During the first six months of 2011, we have ngbenenced any significant disruptions in our busges as a result of the earthquake
and related events that occurred in Japan duringiM2011. We have assessed our operations andystimoh and do
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not anticipate that any potential impacts will havgignificant effect on our cash flows, compegtposition, financial condition or results of
operations. Of principal focus in our assessmeei®&lectronics, including microprocessors, capesitand other such components which
are included in many of our products and acrossymséour businesses. In light of these circumstane®& have also evaluated our self-
insurance reserves and believe we have adequatslidpd for current estimates of potential exposure

Government legislation, policies and regulations lcave a negative impact on our worldwide operati@overnment regulation of
refrigerants and energy efficiency standards, étesafety codes and fire protection regulatiomsiaaportant to our commercial businesses.
Government and market-driven safety and performaagelations, restrictions on aircraft engine n@isd emissions, and government
procurement practices can impact our aerospaceefedse businesses.

Commercial airline financial distress and consdlatg global economic conditions, changes in ravtemal and commodity prices,
interest rates, foreign currency exchange ratesggrcosts, and the impact from natural disastedsageather conditions create uncertainties
that could impact our earnings outlook for the rgmdar of 2011. See Part II, Iltem 1A, “Risk Factoirsthis Form 10Q for further discussiol

CRITICAL ACCOUNTING ESTIMATES

Preparation of our financial statements requiresagament to make estimates and assumptions tleat #f reported amounts of
assets, liabilities, sales and expenses. We bdlwvmost complex and sensitive judgments, beaaiueir significance to the Consolidated
Financial Statements, result primarily from thedhe®make estimates about the effects of mattettsatte inherently uncertain. Management'’s
Discussion and Analysis of Financial Condition &websults of Operations and Note 1 to the ConsolitlBieancial Statements in our 2010
Annual Report, incorporated by reference in our®Barm 10-K, describe the significant accountintnestes and policies used in
preparation of the Consolidated Financial Statemeéittual results in these areas could differ froanagement’s estimates. There have been
no significant changes in our critical accountisgiraates during the first six months of 2011.

RESULTS OF CONTINUING OPERATIONS

Net Sales
Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Net Sales $15,07¢ $13,80: $ 28,42( $ 25,84
Percentage change y-over-year 9.2% 5.7% 10.(% 2.2%

The 9% increase in net sales for the second quafr11, as compared with the same period of 2ffl&cts organic sales growth
(6%), and the beneficial impact of foreign curretr@nslation (4%), partially offset by the impaétet dispositions (1%). During the second
quarter of 2011, all six business segments expegiépnrganic sales growth in the quarter, led byi@awhich experienced 11% organic sales
growth. This is the first time since the secondrtpraof 2008 in which all six of our business segtseeported organic sales growth. The
organic growth at Carrier was led by the contintetzbund of the transport refrigeration market. @iggrowth at Pratt & Whitney was
driven by higher overall aerospace aftermarketssalhile organic growth at Hamilton Sundstrand @agen by continuing strength in the
aerospace aftermarket and industrial businessesvt@at Otis was due to an increase in new equipseaas and continued growth in
contractual maintenance and repair volume.

The 10% increase in net sales for the first six thewnf 2011, as compared with the same period 90 2@ flects organic sales growth
(7%) and the beneficial impact of foreign curretr@nslation (3%). All six business segments expese organic sales growth for the first
months of 2011, led by Carrier which reported 14%aaic sales growth. While the strong organic ghopartially reflects favorable
comparisons to a weaker first six months of 20tLi3, also evidence of a broader improvement inemat markets as noted above. The organic
growth at Carrier was driven primarily by the trpog refrigeration markets, while Sikorsky’s orgagrowth reflects higher sales driven by
increased international development aircraft agthéi aftermarket volumes. Higher commercial aerospdtermarket sales volumes led the
organic growth at both Pratt & Whitney and Hamil®andstrand in the first six months of 2011.

27



Table of Contents

Cost of Products and Services Sold

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Cost of products sold $ 8,09¢ $ 7,46¢ $ 15,05 $ 13,82¢
Percentage of product sa 74.8% 74.% 74.€% 75.2%
Cost of services sol $ 2,80¢ $ 2,54¢ $ 5,49¢ $ 4,92:
Percentage of service sa 66.(% 66.5% 66.€% 65.7%
Total cost of products and services s $10,90¢ $10,01¢ $ 20,54¢ $ 18,74,
Percentage change y-overyear 8.% 4.2% 9.€% 0.2%

The factors contributing to the total percentagencfe year-over-year for the quarter and six moatiseed June 30, 2011 in total cost of
products and services sold are as follows:

Quarter Ended Six Months Endec
June 30, 2011 June 30, 2011
Organic volume 7% 8%
Foreign currency translatic 4% 3%
Acquisitions and divestitures, r (D)% —
Other (L)% (L)%
Total % Change 9% 109

For both the second quarter and first six month0dfl, both total cost of products and serviced antl overall sales volumes
increased, as compared with the same periods . Zik the second quarter of 2011, total cost oflpcts and services sold grew 7%
organically at a rate in line with the 6% orgarates growth, and for the first six months of 204tht cost of products and services sold grew
8% organically at a rate in line with the 7% orgasales growth for the same period. For both tkersa quarter and first six months of 2011,
the organic change in total cost of products amdaes sold was principally driven by increasedsalolumes. The organic volume change of
total cost of product and services sold in bothsseond quarter and first six months of 2011 ineltiee adverse impact of higher gross
commodity costs (1%). The decrease contributedotlyet” primarily reflects the absence of asset immpent charges recorded in the second
quarter of 2010 at both Carrier and Hamilton Suraaist. For the first six months of 2011, the yeage+eyear increase in cost of services sold,
as a percentage of service sales, was primariipatiible to the timing of long-term aerospace ®ereontracts.

Gross Margin
Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Gross margin $ 4,171 $ 3,781 $ 7,87¢ $ 7,09t
Percentage of net sal 27.1% 27.4% 27.1% 27.5%

The increase in gross margin as a percentagees &al both the second quarter and first six moaoff#011, as compared to the same
period of 2010, reflects the benefit from increasalgs volumes of higher margin products and sesyicontinued focus on cost reduction,
savings from previously initiated restructuringiews, and net operational efficiencies. The inaeealso reflects the beneficial impact from
absence of approximately $86 million of asset impant charges recorded in the second quarter df 2DCarrier and Hamilton Sundstrand.
These improvements were partially offset by highear-over-year net commaodity costs for the secaradtgr and first six months of the year.

28



Table of Contents

Research and Development

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Company-funded $ 52¢ $ 45¢ $ 1,011 $ 85€
Percentage of net sal 3.5% 3.3% 3.€% 3.2%
Custome-funded $ 427 $ 48t $  84¢ $ 977
Percentage of net sal 2.8% 3.5% 3.C% 3.8%

Research and development spending is subject teatieble nature of program development scheduidstherefore, year-over-year
fluctuations in spending levels are expected. Thgrity of the company-funded spending is incubgdhe aerospace businesses. The year-
over-year increase in company-funded research anelabment in both the quarter ended and thedixsionths of 2011, as compared to the
same periods of 2010, primarily reflects an inceegtsPratt & Whitney to further advance the develept of multiple geared turbo fan
platforms. The amount of company-funded researdhdavelopment for the full year 2011 is now expedteincrease at least $275 million,
as compared with 2010, as we ramp up multiple gereration aerospace platforms.

The decrease in customer-funded research and geweitd in the second quarter and first six montHa0dfl, compared to the same

periods of 2010, was primarily driven by a decreatseratt & Whitney related to a reduction in depshent spending on the Joint Strike
Fighter engine program.

Selling, General and Administrative

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Selling, general and administrative expenses $ 1,644 $ 1,491 $ 3,18 $ 2,91t
Percentage of net sal 10.% 10.8% 11.2% 11.2%

The increase in selling, general and administraxg@enses in the second quarter of 2011, as conhpatbe same period of 2010, was
due primarily to the impact of adverse foreign eatoe translation, higher pension related costsaagdisitions completed over the
preceding twelve months, including the acquisitbClipper in December 2010. These adverse impaets partially offset by lower year-
over-year restructuring costs.

The increase in selling, general and administraixgenses in the first six months of 2011, as coethto the same period of 2010, was
due primarily to the impact of acquisitions comptkbver the preceding twelve months, includingatguisition of the GE Security business
in March 2010 and the acquisition of Clipper in Beber 2010, adverse foreign exchange translatrmhhaher pension related costs,
partially offset by lower year-over-year restruatgrcosts. As a percentage of sales, the 10 basis year-over-year decrease primarily
reflects the beneficial impact from increased salzsrier’s ongoing portfolio transformation ane timpact of lower year-over-year
restructuring costs, partially offset by the impfiom recent acquisitions.

Other I|ncome, Net

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Other income, net $ 21¢ $ 45 $ 32Z $ 81

Other income, net includes the operational impaegaity earnings in unconsolidated entities, royalcome, foreign exchange gains
and losses as well as other ongoing and non-recuitems. The year-over-year change in other ingoraein the second quarter of 2011, as
compared with the same period of 2010, largelyertdl a gain of approximately $73 million recognia¢&ikorsky from the contribution of a
business into a new venture in the United Arab Btes, approximately $25 million from the favorafgsolution of litigation at UTC Fire &
Security, and higher joint venture income acrosstilisiness including approximately $15 million afréngs improvement in Carrier’s Japan
joint venture. The ye-over-year increase also reflects the absencearfjels related to the early redemption of long-tdetot in the second
quarter of 2010.

The year-overear change in other income, net in the first sonths of 2011, as compared with the same peri@dd0, largely reflec
divestiture related activity, including a gain giproximately $73 million recognized in the secomguder of 2011 at
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Sikorsky from the contribution of a business inteeav venture in the United Arab Emirates, and gairike first quarter of 2011 at Pratt &
Whitney and UTC Fire & Security (combined $30 naoitl). The gain at Pratt & Whitney resulted from siade of an equity interest in a vent
and the gain at UTC Fire & Security related todisposition of the U.K. Guarding business. The ymar-year change also includes
approximately $25 million from the favorable regau of litigation at UTC Fire & Security, highesipt venture income across the business
including approximately $35 million of earnings imogement in Carrier’'s Japan joint venture, andathgence of charges related to the early
redemption of long-term debt in the second quart&010.

I nterest Expense, Net

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2011 2010 2011 2010
Interest expense $ 16t $ 192 $ 331 $ 37¢
Interest income (24) (43 (41) (58)
Interest expense, net $ 141 $ 14¢ $ 29C $ 32C
Average interest expense ri 5.5% 5.8% 5.7% 5.5%

The decrease in interest expense, net in bothettengl quarter and first six months of 2011, as @egpwith the same periods of 2010,
was led by the impact from lower average long-tdeht balances and lower average interest expetesey@ar-over-year. Interest expense
also reflects the low cost associated with our cenuial paper borrowings. The decline in interesbime in both the second quarter and first
six months of 2011, as compared with the same g6 2010, reflects the absence of a favorablagxrénterest adjustment of
approximately $24 million associated with the resioh of an uncertain tax item in the second quat&010.

Income Taxes
Quarter Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
Effective tax rate 31.2% 30.(% 31.£% 30.(%

The effective tax rate for the quarter ended JUhe&811 increased as compared to the same peri2@ll6f primarily reflecting an
increase to the annual effective tax rate as dtreSR010 U.S. tax legislation, partially offset the absence of the tax impacts of impairment
charges recorded in 2010. The effective tax rat¢hi® six months ended June 30, 2011 increasednagared to the same period of 2010,
primarily reflecting an increase to the annual effe tax rate, as noted above, partially offseth®yabsence of the tax impact from health
care legislation related to the Medicare Part Dypam in the first quarter of 2010. We expect olirnfaar annual effective income tax rate in
2011 to be approximately 31%, before the impactasfrecurring items. As a result of 2010 U.S. tax legisn and the impact on our tax r¢
we anticipate variability in the tax rate quartequarter. This is due to the tax impacts assatiaith planned internal legal entity
reorganizations that have occurred in the secoadguof 2011 and are expected to occur duringehm®ining six months of the year.

Net |ncome and Earnings Per Share

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions, except per share amounts) 2011 2010 2011 2010
Net income $ 143C $ 1,212 $ 2531 $ 2,15¢
Less: Noncontrolling interest in subsidiaries’ eéags 112 10z 201 182
Net income attributable to common shareowi $ 131¢ $ 1,11C $ 233 $ 1,97¢
Diluted earnings per sha $ 14t $ 12 $ 258 $ 21:

Diluted earnings per share for the second quaft2@dl includes $.05 per share of restructuring@gés, offset by a $.05 per share
benefit from non-recurring items. The results fog second quarter of 2010 included a net chargesfbructuring and non-recurring items of
$.12 per share. For the first six months of 201liifed earnings per share includes a net chargeefitructuring and non-recurring items of
$.02 per share compared with a $.17 per sharehaege for the same period of 2010. The impact &ifm currency generated a positive
impact of $.06 and $.07 per diluted share on oeratonal performance in the second quarter astidik months of 2011, respectively. This
yearover-year impact also includes the beneficial intfd foreign currency hedging, which was more tbéfeet by the net adverse foreign
currency translation impact at Pratt & Whitney Cmé&P&WC). At P&WC, the weakness of the U.S. daitathe second quarter of 2011
generated an adverse foreign currency translatipact as the
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majority of P&WC'’s sales are denominated in U.Slads, while a significant portion of its costs aneurred in local currencies. To help
mitigate the volatility of foreign currency exchangates on our operating results, we maintain goreurrency hedging programs, the
majority of which are entered into by P&WC. As autt of hedging programs currently in place, P&WEM. 1 full year operating results are
expected to include a net adverse impact of foreigrency translation and hedging of approxima$alg million, of which approximately
$15 million has impacted our operating resultsimfirst six months of 2011. For additional dis¢osf hedging, refer to Note 8 to the
Condensed Consolidated Financial Statements.

Restructuring and Other Costs

During the first six months of 2011, we recordetipre-tax restructuring and other costs totalin@3nillion for new and ongoing
restructuring actions as follows:

(Dollars in millions)

Otis $ 6
Carrier 29
UTC Fire & Security 16
Pratt & Whitney 42
Hamilton Sundstran 6
Sikorsky 3
Eliminations and other 1
Total $10¢

The net costs included $69 million recorded in adstales, $32 million in selling, general and adistrative expenses and $2 million in
other income, net. As described below, these qostsarily relate to actions initiated during 201rida2010.

2011 Actions.During the first six months of 2011, we initiategbtructuring actions relating to ongoing cost réiducefforts, including
workforce reductions and the consolidation of fiefeerations. We recorded net pre-tax restructuaindother costs totaling $69 million as
follows: Otis $7 million, Carrier $12 million, UTEire & Security $9 million, Pratt & Whitney $33 ridn, Hamilton Sundstrand $4 million,
Sikorsky $3 million, and Eliminations and other®illion. The charges included $46 million in co$tsales, $21 million in selling, general
and administrative expenses and $2 million in otheome, net. These costs include $65 million fresance and related employee
termination costs, $3 million for asset write-dovemsl $1 million for facility exit, lease terminati@osts and other related costs.

We expect the 2011 actions that were initiatedhénfirst six months to result in net workforce retions of approximately 1,200 hourly
and salaried employees, the exiting of approxinyetD,000 net square feet and the disposal ofsaassbciated with exited facilities. As of
June 30, 2011, we have completed net workforcectezhs of approximately 500 employees. We are targehe majority of the remaining
workforce and all facility related cost reductiastians for completion during 2011 and 2012. Appnoaiely 95% of the total pre-tax charge
will require cash payments, which we will fund withsh generated from operations. During the fixstronths of 2011, we had cash outflc
of approximately $12 million related to the 2011li@ms. We expect to incur additional restructuramgl other costs of $19 million to compl
these actions. We expect recurring pre-tax sauimgscrease over the two-year period subsequeinitiating these actions to approximately
$90 million annually.

2010 Actions.During the first six months of 2011, we recordetipre-tax restructuring and other costs totaling 88llion for restructuring
actions initiated in 2010. The 2010 actions refatengoing cost reduction efforts, including wonide reductions and the consolidation of
field operations. We recorded the charges foritisedix months of 2011 as follows: Otis $1 million, @ar $17 million, UTC Fire & Securit
$7 million, Pratt & Whitney $5 million, and HamitoSundstrand $1 million. The charges included $#flomin cost of sales and $10 millic
in selling, general and administrative expensesséltosts included $10 million for severance atated employee termination costs, $4
million for asset write-downs and $17 million faxrcility exit, lease termination costs and otheated costs.

We expect the 2010 actions to result in net wokddarductions of approximately 5,000 hourly andisedl employees, the exiting of
approximately 3.9 million net square feet of fd@k and the disposal of assets associated witbxited facilities. As of June 30, 2011, we
completed net workforce reductions of approxima8800 employees and exited approximately 700,@&quare feet of facilities. We are
targeting the majority of the remaining workforaeddacility related cost reduction actions for cdetipn during 2011 and 2012.
Approximately 80% of the total prax charge will require cash payments, which we firidd with cash generated from operations. Dutim
first six months of 2011, we had cash outflows mfr@ximately $138 million related to the 2010 asioWe expect to incur additional
restructuring and other costs of $59 million to pbete these actions. We expect recurring pre-taxga to increase over the two-year period
subsequent to initiating these actions to approteip&350 million annually.
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Additional 2011 Actions.We expect to initiate additional restructuring ant during the remainder of 2011. Including trgjloosts related
previously initiated actions, we expect full ye@12 restructuring costs of approximately $200 williincluding the $103 million of charges
incurred during the first six months of 2011. Thkeected adverse impact on full year earnings irlZ@dm anticipated restructuring costs is
expected to be offset by the beneficial impact froon-recurring items. Except for those actions diesd above, no specific plans for
significant other actions have been finalized & time.

Segment Review

Segments are generally based on the managemetiustrof the businesses and the grouping of simparating companies, where
each management organization has general operitngomy over diversified products and servicegustthents to reconcile segment
reporting to the consolidated results for the qerarand six months ended June 30, 2011 and 2010ciuded in “Eliminations and other”
below, which also includes certain smaller subsie&

Results for the quarters ended June 30, 2011 ahdl @ as follows:

Net Sales Operating Profits Operating Profit Margins
(Dollars in millions) 2011 2010 2011 2010 2011 2010
Otis $ 3,19 $ 2,83¢ $ 742 $ 641 23.2% 22.€%
Carrier 3,39¢ 3,09: 45¢ 332 13.5% 10.8%
UTC Fire & Security 1,74¢ 1,61¢ 20€ 16€& 11.8&% 10.2%
Pratt & Whitney 3,45z 3,27¢ 454 522 13.2% 15.%
Hamilton Sundstran 1,52¢ 1,37¢ 267 204 17.5% 14.€%
Sikorsky 1,78¢ 1,692 277 16¢ 15.5% 10.(%
Total segment 15,09z 13,89¢ 2,40¢ 2,037 15.% 14.7%
Eliminations and othe ()] (94) (82) (62
General corporate expenses — — (104) (93
Consolidated $15,07¢ $13,80: $2,22( $1,88: 14.7% 13.€%

Second quarter 2011 and 2010 restructuring and otigs included in consolidated operating prafialied $72 million and $85 million,
respectively, as follows:

Quarter Ended June 30,

(Dollars in millions) 2011 2010

Otis $ 4 $ 17
Carrier 15 15
UTC Fire & Security 9 19
Pratt & Whitney 38 9
Hamilton Sundstran 3 7
Sikorsky 2 7
Eliminations and other 1 11
Total $ 72 $ 85
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Results for the six months ended June 30, 2012ah@ are as follows:

Net Sales Operating Profits Operating Profit Margins
(Dollars in millions) 2011 2010 2011 2010 2011 2010
Otis $ 596/ $ 556/ $1,37¢ $1,237 23.(% 22.2%
Carrier 6,15¢ 5,56( 76€ 472 12.5% 8.5%
UTC Fire & Security 3,37¢ 3,03( 36€ 291 10.%% 9.6%
Pratt & Whitney 6,541 6,12( 92t 95¢ 14.1% 15.7%
Hamilton Sundstran 2,97 2,70 511 42¢& 17.2% 15.7%
Sikorsky 3,36¢ 3,05( 41¢€ 314 12.4% 10.2%
Total segment 28,38¢ 26,02¢ 4,367 3,691 15.4% 14.2%
Eliminations and othe 36 (187) (177 (122)
General corporate expenses — — (199 (170
Consolidated $28,42(  $25,84.  $3,99¢  $3,40¢ 14.104 13.294

For the first six months of 2011 and 2010, restming and other costs included in consolidated ajay profit totaled $103 million and
$152 million, respectively, as follows:

Six Months Ended June 30,

(Dollars in millions) 2011 2010

Otis $ 6 $ 28
Carrier 29 33
UTC Fire & Security 16 29
Pratt & Whitney 42 35
Hamilton Sundstran 6 9
Sikorsky 3 7
Eliminations and other 1 11
Total $ 108 $ 157

The tables and segment discussions that followesddhe factors that contributed to the year-oear-ghanges in net sales and
operating profits:

Otis —
Factors Contributing to Total % Change Year-Over-Year in:
Quarter Ended June 30, 2011 Six Months Ended June 30, 2011
Operating
Operating
Net Sales Profits Net Sales Profits
Organic sales / Operational operating profit 3% 3% 1% 2%
Foreign currency translatic 8% 10% 5% 6 %
Acquisitions and divestitures, r 1% — 1% —
Restructuring and other co: — 2% — 2%
Other — 1% — 1%
Total % change 129% 16 9% 7 % 119

Quarter ended June 30, 2011 Compared with Quarter ended June 30, 2010

Sales increased $354 million (12%) in the secoraitguof 2011, compared with the same period 0D2The organic sales increase in
the quarter was due to an increase in new equipsades, led by China and Russia, and continuedthrimacontractual maintenance and
repair volume.
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Operating profits increased $102 million (16%)he second quarter of 2011, compared with the samedof 2010. Operational profit
improvement in the quarter was primarily due todfis from higher volume. Ongoing cost reductiomiatives helped to mitigate the impact
of lower new equipment pricing.

Six months ended June 30, 2011 Compared with Six months ended June 30, 2010

Sales increased $400 million (7%) in the firstsianths of 2011, compared with the same period @02The organic sales increase in
the period was principally due to an increase imise sales, driven by contractual maintenancerapéir volume across all regions.

Operating profits increased $136 million (11%)he first six months of 2011, compared with the sperod of 2010. Operational
profit improvement in the period was due primatdybenefits from higher service volume. Ongoingteeduction initiatives helped to
mitigate the impact of lower new equipment pricing.

Carrier —
Factors Contributing to Total % Change Year-Over-Year in:
Quarter Ended June 30, 2011 Six Months Ended June 30, 2011
Operating Operating
Net Sale: Profits Net Sales Profits
Organic sales / Operational operating prof 11% 27% 14% 52%
Foreign currency translatic 5% 5% 3% 4%
Acquisitions and divestitures, r (6)% (5)% (6)% (5)%
Restructuring and other co: — — — 1%
Other — 11% — 11%
Total % change 10094 389 119 63%

Quarter ended June 30, 2011 Compared with Quarter ended June 30, 2010

Sales increased $300 million (10%) in the secorattquof 2011, compared with the same period oD2@kganic sales growth of 11%
was driven primarily by improvement in the trangspefrigeration markets. The 6% decrease in “Actjoiss and divestitures, net” reflects
the net year-over-year impact from acquisitions dindstitures completed in the preceding twelve then

Operating profit increased $125 million (38%) i ttecond quarter of 2011, compared with the samedpef 2010. Operational profit
improvement of 27% was driven by volume, strongvession from continued productivity and cost reduttand $15 million earnings
improvement in Carrier's Japan joint venture. TWwiés partly offset by higher net commodity costs .7¥he 11% increase in “Other”
primarily reflects the net year-over-year impaciteins associated with Carrier's ongoing portfalensformation. Included in “Other” is the
absence of an asset impairment charge of approadyn®58 million associated with the dispositiorediusiness, partially offset by a gain on
the sale of another business, both of which wererded in the second quarter of 2010.

Six months ended June 30, 2011 Compared with Six months ended June 30, 2010

Sales increased $599 million (11%) in the firstreianths of 2011, compared with the same period@b20rganic sales growth of 1<
was driven primarily by improvements in the transpefrigeration markets. The 6% decrease in “Asijigins and divestitures, net” reflects
the net year-over-year impact from acquisitions dindstitures completed in the preceding twelve then

Operating profit increased $296 million (63%) i tiirst six months of 2011, compared with the sgmgod of 2010. Operational profit
improvement of 52% was driven by volume, strongvession from continued productivity and cost redutiand approximately $35 million
of earnings improvement in Carrier’s Japan joirrituee. This was partly offset by higher net comryodosts (14%). The 11% increase in
“Other” primarily reflects the net year-over-yeargact of items associated with Carrier’'s ongoingfpto transformation. Included in
“Other” is the absence of an asset impairment charge obsippately $58 million associated with the dispimsitof a business, partially offs
by a gain on the sale of another business, botvhath were recorded in the second quarter of 2010.
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UTC Fire & Security —

Factors Contributing to Total % Change Year-Over-Year in:

Quarter Ended June 30, 2011 Six Months Ended June 30, 2011
Operating Operating

Net Sale: Profits Net Sales Profits

Organic sales / Operational operating profi 4% (8)% 3% —
Foreign currency translatic 8% 8% 5% 6 %
Acquisitions and divestitures, r (3)% (D)% 4% 1%
Restructuring and other co: — 6 % — 4%
Other (1% 18% (1% 15%
Total % change 8 % 23% 119 269

Quarter ended June 30, 2011 Compared with Quarter ended June 30, 2010

Sales increased $131 million (8%) in the secondtgquaf 2011, compared with the same period of 20h@ 4% organic sales growth
reflects increases within both the products busiee$3%) and the service and install businessel @®¥tong the service and install
businesses, the organic growth was driven by seionglume in Asia and Australia, partially offset declines in the U.K. The decrease
contributed by “Acquisitions and divestitures, net'the second quarter of 2011 reflects the net-gear-year impact from acquisitions and
divestitures completed in the preceding twelve menprimarily due to the divestiture in March 2@ifthe U.K. Guarding business.

Operating profits increased $38 million (23%) ie #econd quarter of 2011, as compared with the gamed of 2010. The 8%
operational profit decline reflects lower resuftgtie U.K. due to a decline in sales and produgtiyiartially offset by the benefits of higher
sales volume across other businesses. The deae@sibuted by “Acquisitions and divestitures, nit'the second quarter of 2011 reflects
the net year-over-year impact from acquisitions dindstitures completed in the preceding twelve thenprimarily due to the divestiture in
March 2011 of the U.K. Guarding business. The iaseecontributed by “Other” is primarily relatedtie favorable resolution of litigation.

Six months ended June 30, 2011 Compared with Six months ended June 30, 2010

Sales increased $344 million (11%) in the firstrsignths of 2011, compared with the same period@D20rganically, the sales
increase reflects growth in the products busineg#sg and the service and install businesses (&%apng the service and install businesses,
the organic growth was driven by stronger volumAsia and Australia, partially offset by declinesthe U.K. The increase contributed by
“Acquisitions and divestitures, net” in the firg snonths of 2011 reflects the net year-over-yagpact from acquisitions and divestitures
completed in the preceding twelve months.

Operating profits increased $77 million (26%) foe ffiirst six months of 2011, compared with the sperod of 2010. Operational prc
was flat year-over-year, reflecting the benefithigher sales volume across most businesses, bffdetver results in the U.K. due to lower
sales and productivity. The increase contributetAnguisitions and divestitures, net” in the figgk months of 2011 reflects the net year-
over-year impact from acquisitions and divestituwesipleted in the preceding twelve months. Thegiase contributed by “Other” was
primarily related to the favorable resolution diglation in the second quarter of 2011 combinedhwhe gain in the first quarter of 2011 on
disposition of the U.K. Guarding business.

Pratt & Whitney —
Factors Contributing to Total % Change Year-Over-Year in:
Quarter Ended June 30, 2011 Six Months Ended June 30, 2011
Operating Operating
Net Sale: Profits Net Sales Profits
Organic sales* / Operational operating
profit* 6% (6)% 8% ()%
Foreign currency (including P&WC net
hedging)* (1)% (1)% (1)% (1)%
Restructuring and other co: — (6)% — ()%
Other — — — 2%
Total % change 5% 13)% 7% B)%

* As discussed further in tI"Business Overview” and “Results of Operations” tieas of Management’s Discussion and Analysis of
Financial Condition and Results of Operations, Rwatt & Whitney only, the transactional impact ofdign exchange hedging at P&V
has been netted against the translational foreigchange impact for presentation purposes in thevatiable. For all other segments,
these foreign exchange transactional impacts actuged within the organic sales/operational opangi
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profit caption in their respective tables. Due t® significance to Pratt & Whitn’s overall operating results, we believe it is udeb
segregate the foreign exchange transactional impaotder to clearly identify the underlying finaatperformance

Quarter ended June 30, 2011 Compared with Quarter ended June 30, 2010

Sales increased $173 million (5%) in the secondtgquaf 2011, compared with the same period of 2@r@anic sales growth in the
quarter was primarily attributable to higher ovkadlermarket volumes.

Operating profits decreased $68 million (13%) ia $econd quarter of 2011, compared with the samiedpef 2010. The 6%
operational profit decrease was primarily driverhigher research and development costs (13%) afadarable engine mix (14%) partially
offset by the benefit from higher sales volume$421driven by higher overall aftermarket volume.

Six months ended June 30, 2011 Compared with Six months ended June 30, 2010

Sales increased $427 million (7%) in the firstmignths of 2011, compared with the same period &02The organic sales growth was
primarily attributable to an increase in the lacgenmercial engine business (7%) and P&WC (3%) drlwe higher overall aftermarket
volumes. These increases were partially offset Bgdine in the military engine business (2%) dniby lower military engine deliveries.

Operating profits decreased $33 million (3%) in fin&t six months of 2011, compared with the sareqal of 2010. The operational
profit decline (3%) was primarily driven by the ambrable impact of higher research and developresit(15%) and unfavorable engine |
(8%), mostly offset by the benefit from higher aalésales volumes (20%), led by increased commiespiares and aftermarket volumes. The
2% contributed by “Other” reflects a gain on thiesa an equity interest in a venture in the fagsarter of 2011.

Hamilton Sundstrand —

Factors Contributing to Total % Change Year-Over-Year in:

Quarter Ended June 30, 2011 Six Months Ended June 30, 2011
Operating Operating

Net Sales Profits Net Sales Profits
Organic sales / Operational operating profit 8% 14% 9% 12%
Foreign currency translatic 3% 3% 1% 1%
Restructuring and other co: — 2% — 1%
Other — 12% — 6 %
Total % change 1194 319 109 209

Quarter ended June 30, 2011 Compared with Quarter ended June 30, 2010

Sales increased $145 million (11%) in the secoraitguof 2011, compared with the same period 0D2The organic sales growth
reflects higher volumes in both the aerospace @dd)industrial (3%) businesses. The increase wibimspace was primarily attributed to
higher aftermarket volume (6%), driven by commdrsgares, partially offset by a decline in OEM salelume (1%). The industrial business
increase was led by the compressor business atbleuto general increases in the manufacturingesiedgy sectors.

Operating profits increased $63 million (31%) ie #econd quarter of 2011, compared with the samedpef 2010. The increase in
operational profit was driven by higher volume at&b includes the benefit of lower research anctligwment costs (3%), partially offset by
higher aerospace program costs (5%), includingaméyr The increase contributed by “Other” refldbis impact from the absence of
approximately $28 million of asset impairment cleargecorded in the second quarter of 2010. Thesgeb related primarily to the
disposition of an aerospace business as part ofltdanSundstrand’s efforts to implement low costising initiatives.

Six months ended June 30, 2011 Compared with Six months ended June 30, 2010

Sales increased $267 million (10%) in the firstrsianths of 2011, compared with the same period@D2The organic sales growth
primarily reflects volume increases in the aeroef®®6) and industrial (3%) businesses. The increditén the aerospace business was
primarily attributable to higher aftermarket voluif®4s), driven by commercial spares, and withinititistrials business was primarily dut
the compressor business.

Operating profits increased $86 million (20%) ie first six months of 2011, compared with the s@eod of 2010. The increase in
operational profit was driven by higher volume avas partially offset by both higher research angettgoment costs (1%) and aerospace
program costs (5%), including warranty. The inceeeantributed by “Other” reflects the impact frone tabsence of approximately $28
million of asset impairment charges recorded instheond quarter of 2010. These charges were related
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primarily to the disposition of an aerospace bussres part of Hamilton Sundstrand’s efforts to enpgnt low cost sourcing initiatives.

Sikorsky —
Factors Contributing to Total % Change Year-Over-Year in:
Quarter Ended June 30, 2011 Six Months Ended June 30, 2011
Operating
Operating

Net Sale: Profits Net Sales Profits
Organic sales / Operational operating profit 5% 17% 9% 9%

Acquisitions and divestitures, r 1% 1% 1% —
Restructuring and other co: — 3% — 1%
Other — 43% — 23%
Total % change 6 % 649 109 339

Quarter ended June 30, 2011 Compared with Quarter ended June 30, 2010

Sales increased $94 million (6%) in the secondtquaf 2011, as compared with the same period iD2The organic sales growth was
primarily attributable to increased aftermarketsun (3%), due primarily to higher military afterrkat volume and increased aircraft
deliveries from commercial operations (2%). Neesdtom military operations were essentially flaby-over-year as fewer aircraft deliveries
were offset by the impact from favorable aircrafbfiguration mix.

Operating profits increased $108 million (64%)he second quarter of 2011, as compared with the g@mod in 2010. The operatiol
profit improvement primarily reflects the benefitsm higher aftermarket volumes, lower manufactyrosts, and favorable configuration
mix from U.S. government programs (combined 17%) lawer year-over-year research and developmeits$ ¢6%0). These increases more
than offset the adverse impact on operating phafih losses (5%) associated with international tiguaent aircraft sales. The 43% increase
in “Other” reflects the gain recognized on conttibo of a business to a venture in the United Atafirates.

Six months ended June 30, 2011 Compared with Six months ended June 30, 2010

Sales increased $318 million (10%) in the firstsianths of 2011 as compared with the same peri@®10. The organic sales growth
was primarily driven by higher international deyateent aircraft sales (including Canadian Maritinedidopters) and favorable configuration
mix from U.S. government programs (combined 7%)réased aftermarket support (4%) was partiallyedfy lower sales from commercial
operations (1%) due to unfavorable aircraft confidion mix.

Operating profits increased $104 million (33%)he first six months of 2011 as compared to the saenied in 2010. The operational
profit improvement was primarily attributable teieased aftermarket support and favorable configuranix from U.S. government
programs (combined 9%). Lower profit within commatoperations, primarily due to unfavorable mixaifcraft and the impact of losses
associated with international development airgafes (combined 8%) was mostly offset by the berfimpact from lower research and
development costs and increased volume on custiumded development. The 23% increase in “Otheffeot$ the gain recognized on
contribution of a business to a venture in the &thihrab Emirates.

Eliminations and other —

Eliminations and other reflects the eliminatiorsafes, other income and operating profit transaoetdeen segments, as well as the
operating results of certain smaller businessels asdJTC Power and Clipper. The year-over-year gham sales for both the second quarter
and first six months of 2011, as compared withsdume period of 2010, primarily reflects the imgfaain the acquisition of Clipper. The year-
over-year change in operating profit for the secqudrter of 2011, as compared with the same pefi@d10, primarily reflects the impact
from the acquisition of Clipper and higher legastsy partially offset by the absence of costs edlé the early redemption of debt in the
second quarter of 2010. The year-over-year chamgeérating profit for the first six months of 205 compared with the same period of
2010, primarily reflects the impact from the acdios of Clipper, and higher self-insurance reseraad legal costs.
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LIQUIDITY AND FINANCIAL CONDITION

December 31

June 30, June 30,
(Dollars in millions) 2011 2010 2010
Cash and cash equivalents $ 5,39¢ $ 4,08 $ 4,99
Total debt 11,39¢ 10,28¢ 12,06t
Net debt (total debt less cash and cash equival 6,00z 6,20¢ 7,06¢
Total equity 23,73¢ 22,33. 20,91
Total capitalization (debt plus equit 35,131 32,62 32,98(
Net capitalization (debt plus equity less cash @ash equivalent 29,74 28,53¢ 27,98:
Debt to total capitalizatio 32% 32% 37%
Net debt to net capitalizatic 20% 22% 25%

We assess our liquidity in terms of our abilitygenerate cash to fund our operating, investingfiaaghcing activities. Our principal
source of liquidity is operating cash flows, whielfter netting out capital expenditures, we tatgetqual or exceed net income attributable to
common shareowners. In addition to operating clstsf other significant factors that affect our mlemanagement of liquidity include:
capital expenditures, customer financing requiremenvestments in businesses, dividends, comnamk sepurchases, pension funding,
access to the commercial paper markets, adequamyadéble bank lines of credit, and the abilityattract long-term capital at satisfactory
terms.

Although the global economy has improved as contpaith 2010, most measures are pointing to a sldviaeven recovery. High
unemployment and a weak housing sector in the ¢h®inue to dampen consumer sentiment domesticahife concerns over European
sovereign debt issues and the deficit debate imiligon, D.C. continue to plague financial markaats constrain government spending in
certain countries. In light of these circumstaneescontinue to assess our current business aedlglmonitor the impact on our customers
and suppliers, and have determined that overaithas not been a significant effect on our finangosition, results of operations or liquic
during the first six months of 2011. Due to thetawned improvement in equity markets during thetfgix months of 2011, our domestic
pension funds experienced a positive return ontasg@pproximately 6%. The continued recognitibprior pension losses and the impac
a lower discount rate, partially offset by addiabfunding and the positive returns experiencedngu2010, are expected to increase pension
expense in 2011 by approximately $150 million amgared to 2010.

Approximately 88% of our domestic pension plansiavested in readily-liquid investments, includieguity, fixed income, asset-
backed receivables and structured products. Thanbalof our domestic pension plans (12%) is ingeistéess-liquid but market-valued
investments, including real estate and privatetgqui

Our strong debt ratings and financial position hiaistorically enabled us to issue long-term delf@abrable market rates, including our
issuance of $2.25 billion of long-term debt in Redry 2010. Our ability to obtain debt financingatparable risk-based interest rates is
partly a function of our existing debt-to-total-t@afization level as well as our current creditrgtiag.

At June 30, 2011, we had committed revolving cradieements from banks permitting aggregate bongsvof up to $3.0 billion under
a $1.6 billion revolving credit agreement and a4dillion multicurrency revolving credit agreemewtiich expire in November 2014 and
December 2014, respectively. As of June 30, 201ketwere no borrowings under these revolving teglieements. The undrawn portions
of our revolving credit agreements are also avilat serve as backup facilities for the issuarfa@mmmercial paper. As of June 30, 2011,
our maximum commercial paper borrowing authoritys\$a billion.

We continue to have access to the commercial papekets and our existing credit facilities, andextpgo continue to generate strong
operating cash flows. While the impact of markdatitity cannot be predicted, we believe we havificent operating flexibility, cash
reserves and funding sources to maintain adequateras of liquidity and to meet our future opergtaash needs.

Given our extensive international operations, nedstur cash is denominated in foreign currencies.ianage our worldwide cash
requirements by reviewing available funds amongnlaay subsidiaries through which we conduct ouirtass and the cost effectiveness
which those funds can be accessed. The repatriaticash balances from certain of our subsidiartegd have adverse tax consequences or
be subject to capital controls; however, thoseriza are generally available without legal restne to fund ordinary business operations.
With few exceptions, U.S. income taxes have nohlprevided on undistributed earnings of internaglsubsidiaries. Our intention is to
reinvest these earnings permanently or to repattieg earnings only when it is tax effective tasdo
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On occasion, we are required to maintain cash dspaih certain banks with respect to contractlalgations related to acquisitions
divestitures or other legal obligations. Restriatadh as of June 30, 2011 and 2010 was not signific

We believe our future operating cash flows willdoficient to meet our future operating cash neEdsther, our ability to obtain debt
equity financing, as well as the availability undemmitted credit lines, provides additional poigirdources of liquidity should they be
required or appropriate.

Cash Flow - Operating Activities

Six Months Ended June 30,

(Dollars in millions) 2011 2010
Net cash flows provided by operating activit $ 2,61¢ $ 2,55¢

The increase in cash generated from operatingitiesiin the first six months of 2011 as comparéithwhe same period in 2010 was
due largely to the increase in net income attribletéo common shareowners as a result of highessallumes and to lower global pension
cash contributions. These benefits were partidiised by higher working capital cash requiremeBisting the first six months of 2011, the
net increase in working capital resulted in a aastfiow of $936 million compared to a cash outfloi$397 million during the first six
months of 2010. This increase of $539 million weasgrily driven by the higher working capital regeinents associated with increased sales
volumes, as well as the timing of cash receipshulisements and product shipments.

The funded status of our defined benefit pensiangis dependent upon many factors, including mstan invested assets and the level
of market interest rates. We can contribute castfoompany stock to our plans at our discretion,exttijp applicable regulations. Total cash
contributions to our global defined benefit pengidens during the first six months of 2011 and 2@&0e $70 million and $261 million,
respectively. During the first six months of 208@ also contributed $250 million in UTC common &téa our defined benefit pension pla
We did not contribute any UTC common stock to oefirced benefit pension plans in the first six mentii2011. Improved investment
returns and additional voluntary pension contritmai during 2010 improved the funded status oflalig helping to minimize future funding
requirements. Contributions to our defined bergitsion plans in 2011 are expected to meet or dxbeecurrent funding requirements.

Cash Flow - I nvesting Activities

Six Months Ended June 30,

(Dollars in millions) 2011 2010
Net cash flows used in investing activit $ (307 $ (2,359

The decrease in cash used in investing activities largely a result of a decrease in acquisitidiviacin the first six months of 2011,
compared with the same period of 2010. Investmiertisisinesses in the first six months of 2011 csiedi of a number of small acquisitions
in both our commercial and aerospace businesseasstments in businesses in the first six montH20dD primarily reflected the acquisition
of the GE Security business for approximately ill®n and the acquisition of a 49.9% equity stak€lipper for approximately $270
million. We expect total investments in businesee2011 to be less than $1.5 billion, including ais@tions completed during the first six
months of 2011, however, actual acquisition spandiay vary depending upon the timing, availabiithd appropriate value of acquisition
opportunities. Capital expenditures increased $B&mprimarily at Carrier and Hamilton Sundstranehich included expenditures relatec
new product launches and investment in low-costufeaturing facilities.

Customer financing activities were a net sourceash of $29 million for the first six months of 20Tompared to a net use of cash of
$28 million for the same period in 2010. While wepect that 2011 customer financing activity willd@et use of funds, actual funding is
subject to usage under existing customer financomgmitments during the remainder of the year. Wg aiso arrange for third-party
investors to assume a portion of our commitments.HAb commercial aerospace financing and otheraioal commitments of
approximately $2.5 billion and $2.0 billion relatedcommercial aircraft and certain contractuahtigto provide product on new aircraft
platforms at June 30, 2011 and December 31, 2@%pectively, of which as much as $261 million maydquired to be disbursed during
2011.
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Cash Flow - Financing Activities

Six Months Ended June 30,

(Dollars in millions) 2011 2010
Net cash flows (used in) provided by financingdtiés $ (1,109 $ 40t

The timing and levels of certain cash flow acte4ti such as acquisitions and repurchases of azk, $tave resulted in the issuance of
both long-term and short-term debt. Commercial paperowings and revolving credit facilities proeighort-term liquidity to supplement
operating cash flows and are used for general catp@urposes, including the funding of potent@]uasitions and repurchases of our stock.
We had $1,060 million of commercial paper outstagdit June 30, 2011.

We repurchased $1.5 billion of our common stocthinfirst six months of 2011, under an existingh@iion share repurchase program.
Share repurchases in the first six months of 2@ptesented approximately 17.8 million shares. titah to management’s view that the
repurchase of our common stock is a beneficialstment, we also repurchase to offset the dilutffexceof the issuance of stock and options
under the stockased employee benefit programs. At June 30, 20ddroximately 16 million shares remain availablerégpurchase under t
share repurchase program. We expect total shanectegses in 2011 of more than $2.5 billion; howetagl repurchases may vary depen:
upon various factors including the level of otherdsting activities.

We paid dividends on Common Stock of $0.425 pereshmathe first quarter of 2011 totaling $368 nailliin the aggregate and $0.48 per
share in the second quarter of 2011 totaling $4ilBmin the aggregate. On June 8, 2011, the Badrirectors declared, effective as of
July 5, 2011, a dividend of $0.48 per share pay8blgtember 10, 2011 to shareowners of record afdse of business on August 19, 2011.

We have an existing universal shelf registrati@ateshent filed with the SEC for an indeterminate anmi@f debt and equity securities
for future issuance, subject to our internal litidas on the amount of debt to be issued understigdf registration statement.

Off-Balance Sheet Arrangements and Contractual Obgjations

In our 2010 Annual Report, incorporated by refeesimcour 2010 Form 10-K, we disclosed our off-baksheet arrangements and
contractual obligations. At June 30, 2011, theneHaeen no material changes to these off-balareet sirangements and contractual
obligations outside the ordinary course of busime&®pt as otherwise disclosed.
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ltem 3. Quantitative and Qualitative Disclosures About Market Risk

There has been no significant change in our expasumarket risk during the first six months of 20For discussion of our exposure
market risk, refer to Part Il, Item 7A, “Quantitagiand Qualitative Disclosures About Market Ristghtained in our 2010 Form 10-K.

ltem 4. Controls and Procedures

As required by Rule 13a-15 under the SecuritiehBrge Act of 1934, as amended (Exchange Act), wédaout an evaluation under
the supervision and with the participation of owamagement, including the Chairman & Chief Execu@ficer (CEO), the Senior Vice
President and Chief Financial Officer (CFO) andVire President, Controller (Controller), of thdesfiveness of the design and operation of
our disclosure controls and procedures as of JOn2@L1. There are inherent limitations to theaffeness of any system of disclosure
controls and procedures, including the possibdithuman error and the circumvention or overridifighe controls and procedures.
Accordingly, even effective disclosure controls gmdcedures can only provide reasonable assurdrazghiving their control objectives.
Based upon our evaluation, our CEO, our CFO andCaumtroller have concluded that, as of June 30126ar disclosure controls and
procedures were effective to provide reasonablerasse that information required to be disclosethéreports that we file or submit under
the Exchange Act is recorded, processed, summaaizédeported within the time periods specifiethim applicable rules and forms, and that
it is accumulated and communicated to our managermetuding our CEO, our CFO and our Controlles ggpropriate, to allow timely
decisions regarding required disclosure.

There has been no change in our internal contrei fimancial reporting during the quarter endedeJ8®, 2011 that has materially
affected, or is reasonably likely to materiallyesff, our internal control over financial reporting.

Cautionary Note Concerning Factors That May AffectFuture Results

This Form 10-Q contains statements which, to thiergxhey are not statements of historical or prefeet, constitute “forward-looking
statements” under the securities laws. From tintéie, oral or written forward-looking statementayralso be included in other materials
released to the public. These forward-looking shetets are intended to provide management’s cuesgreictations or plans for our future
operating and financial performance, based on gstgons currently believed to be valid. Forward-loakstatements can be identified by the
use of words such as “believe,” “expect,” “plaristrategy,” “prospects,” “estimate,” “project,” ‘tget,” “anticipate,” “will,” “should,” “see,”
“guidance,” “confident” and other words of similaeaning in connection with a discussion of futyperating or financial performance.
These include, among others, statements relating to

» future sales, earnings, cash flow, results of dperg, uses of cash and other measures of finaperérmance

» the effect of economic conditions in the marketa/frich we operate in the United States and glokadly any changes therein,
including financial market conditions, fluctuatioimsscommodity prices, interest rates and foreigmancy exchange rates, levels
end market demand in construction and in both ¢mensercial and defense segments of the aerospagstindlievels of air travel,
financial difficulties (including bankruptcy) of cumercial airlines, the impact of weather conditiansl natural disasters and the
financial condition of our customers and suppli

» delays and disruption in delivery of materials ardvices from supplier:
* new business opportunitie
» cost reduction efforts and restructuring costssawngs and other consequences the

» the scope, nature or impact of acquisition andslittee activity, including integration of acquiredsinesses into our existing
businesses

» the development, production, delivery, supportfgrerance and anticipated benefits of advanced tdolgres and new products
and services

« the anticipated benefits of diversification andaale of operations across product lines, regiodsratustries
» the impact of the negotiation of collective bargainagreements and labor disput

» the outcome of legal proceedings and other conticigs;

» future repurchases of our common stc

» future levels of indebtedness and capital reseanchdevelopment spendir

« future availability of credit

e pension plan assumptions and future contributiand

» the effect of changes in tax, environmental an@émoliws and regulations or political conditionghe United States and other
countries in which we operal
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All forward-looking statements involve risks andcertainties that may cause actual results to diffaterially from those expressed or
implied in the forward-looking statements. This fat0-Q includes important information as to factiwat may cause actual results to vary
materially from those stated in the forward-lookstgtements. See the “Notes to Condensed Consdifftancial Statements” under the
heading “Contingent Liabilities,” the section tdléManagement’s Discussion and Analysis of Finan€iandition and Results of Operations”
under the headings “Business Overview,” “CriticalcAunting Estimates,” “Results of Continuing Opienad,” and “Liquidity and Financial
Condition” and the section titled “Risk Factors”anr 2010 Form 10-K. Our 2010 Form 10-K also inelsidmportant information as to these
risk factors in the “Business” section under thadirgs “General,” “Description of Business by Segthand “Other Matters Relating to Our
Business as a Whole,” and in the “Legal Proceedisgstion. Additional important information as twese factors is included in our 2010
Annual Report in the section titled “Managementisddssion and Analysis of Financial Condition arebits of Operations” under the
headings “Environmental Matters” and “Restructuramgl Other Costs.” For additional information idiihg factors that may cause actual
results to vary materially from those stated infthrevard-looking statements, see our reports omisdt0-K, 10-Q and 8-K filed with the SEC
from time to time.

PART Il — OTHER INFORMATION
Item 1. Legal Proceedings

As previously disclosed, on August 27, 2010, RBlts/ce plc (Rolls-Royce) sued Pratt & Whitney in thé. District Court for the
Eastern District of Virginia, alleging that fan bis on certain engines manufactured by Pratt & Wékiinfringe a U.S. patent held by Rolls-
Royce. Rolls-Royce sought damages plus intereshjanction, attorney’s fees, and a finding of Willinfringement. On May 20, 2011, the
Court granted Pratt & Whitney’s motion for summargigment of non-infringement and denied Rolls-Rogagoss motion in which it alleg
Pratt & Whitney had infringed the patent. Furttes previously disclosed, in November 2010, Pra@itney filed complaints against Rolls-
Royce in the High Court of Justice, Chancery DivisiPatent Court (HCJ) in the United Kingdom (Uijth the U.S. International Trade
Commission (ITC), and against Rolls-Royce and @iept, Rolls-Royce Group plc (Rolls-Royce Grouphia U.S. District Court for the
District of Connecticut. The HCJ action allegedttbertain turbomachinery blades, engines and coemsrmanufactured by Rolls-Royce
infringe a UK patent held by Pratt & Whitney andight damages plus interest and all other religfhh Pratt & Whitney is entitled,
including attorney’s fees, expenses, and a perntamdar preventing further infringements. The IT@nplaint sought a permanent exclusion
order barring the importation into the U.S. of infing turbomachinery blades, engines and engingoments manufactured by Rolls-Royce
and Rolls-Royce Group, and requested a permanaseend-desist order against Rolls-Royce and Raisze Group preventing further
importing, marketing, advertising, demonstratirggting, distributing, licensing, offering for sate,use of such infringing turbomachinery
blades, engines and engine components. In the €bomeDistrict Court action, Pratt & Whitney alled similar infringement claims based
a U.S. patent held by Pratt & Whitney and soughihamction, damages, interest, attorreefees and other relief. On July 14, 2011, theigs
entered into an amicable, confidential settlemgné@ment to dismiss all of the foregoing mattersulting in no adverse impact to UTC.

As previously disclosed, on February 21, 2007 Bhisopean Commission’s Competition Directorate rutext Otis’ subsidiaries in
Belgium, Luxembourg and the Netherlands, and dgodf the business of Otis’ German subsidiarylated European Union (EU)
competition rules and assessed a €225 million Gqmately $300 million) civil fine against Otissitelevant local entities, and UTC, which
was paid during 2007. In May 2007, we filed an apé the decision with the General Court of thedpean Court of Justice (General
Court). On July 13, 2011, the General Court refibctier appeal. We intend to file an appeal of thigyjuent with the European Court of
Justice.

Except as noted above, there have been no maderialopments in legal proceedings. For a descritfqreviously reported legal
proceedings refer to Part |, Iltem 3, “Legal Prodegsl” of our 2010 Form 10-K and Part Il, Item Le§al Proceedings,” of our 2011 Form
10-Q for the quarter ended March 31, 2011.

ltem 1A. Risk Factors

Our business, financial condition, operating ressatid cash flows can be impacted by the factorfogbtbelow, any one of which col
cause our actual results to vary materially frooend results or from our anticipated future results

Our Global Growth I's Subject to a Number of Economic Risks

Over the first six months of 2011, the global eqagaontinued to show signs of gradual recovery fthesignificant downturn of 20(
and 2009, when the global economy experienced widasd recessionary conditions, record levels ompieyment, significant distress of
financial institutions, extreme volatility in sedyrprices, severely diminished liquidity and crealvailability, rating downgrades of certain
investments and declining valuations of others. E\eav, despite some recent positive economic inglisatincertainty continues to exist as to
the overall rate and stability of the recovery. lizbgross domestic
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product growth continues to be led by emerging m@kparticularly in Brazil, Russia, India and Ghiwhile in the developed economies,
particularly in Europe, the recovery remains slsbgiue to the unwinding of fiscal stimuli, lingegihigh unemployment, concerns over
European sovereign debt issues and the tighteriiggw@rnment budgets. As a result, further disaiin Europe or in other economies
could affect our revenues or liquidity.

Although consumer confidence in the U.S. has impdosince the economic downturn, it still remaing, lavhile unemployment remail
high and the housing market remains depressedeTagr be no assurance that any of the recent e¢omprovements will be broad-based
and sustainable, or that they will enhance conafitio markets relevant to us. Further, there camob&ssurance that we will not experience
further adverse effects that may be material tocash flows, competitive position, financial coratit results of operations, or our ability to
access capital. While these economic developmews hot impaired our ability to access credit mirked finance our operations to date,
there can be no assurance that there will notfogleer deterioration in financial markets and ¢defce in major economies. These econc
developments affect businesses such as ours imbherwof ways. The tightening of credit in finanaiadrkets adversely affects the ability of
our customers and suppliers to obtain financingsfgnificant purchases and operations and couldtresa decrease in or cancellation of
orders for our products and services as well aaainine ability of our customers to make paymesitnilarly, this tightening of credit may
adversely affect our supplier base and increaspdtential for one or more of our suppliers to eigrece financial distress or bankruptcy. (
global business is also adversely affected by dsesin the general level of economic activityhsag decreases in business and consumer
spending, air travel, construction activity, theafincial strength of airline customers and busifetsgperators, and government procurement.
Strengthening of the rate of exchange for the D@lar against certain major currencies such a€tim®, the Canadian Dollar and other
currencies also adversely affects our results.

Our Financial Performance | s Dependent on the Conditions of the Construction and Aerospace | ndustries

The results of our commercial and industrial busses, which generated approximately 57% of ouralmaed net sales in 2010, are
influenced by a number of external factors inclgdiluctuations in residential and commercial camstion activity, regulatory changes,
interest rates, labor costs, foreign currency emgbaates, customer attrition, raw material andggneosts, the tightening of the U.S. credit
markets and other global and political factors. &@ample, a slowdown in building and remodelingvétgtcan adversely affect Carrier's
business. In addition to these factors, Carriénarfcial performance can also be influenced by petidn and utilization of transport
equipment and, particularly in its residential Imesis, weather conditions.

The results of our commercial and military aerogplagsinesses, which generated approximately 438araonsolidated net sales in
2010, are directly tied to the economic conditionthe commercial aviation and defense industridsch are cyclical in nature. Although the
operating environment currently faced by commeraidines has shown signs of gradual improveme20ih0 and over the first six months
2011, uncertainty continues to exist. As a redmigncial difficulties, including bankruptcy, of eror more of the major commercial airlines
could result in significant cancellations of ordeegluctions in our aerospace sales and losses erdéing contracts. In addition, capital
spending and demand for aircraft engine and compafeermarket parts and service by commerciainaisl, aircraft operators and aircraft
manufacturers are influenced by a wide varietyaotdrs, including current and predicted trafficdksy load factors, aircraft fuel pricing, labor
issues, worldwide airline profits, airline consalitbn, competition, the retirement of older airtradégulatory changes, terrorism and related
safety concerns, general economic conditions, catpgrofitability, and backlog levels, all of whicould reduce both the demand for air
travel and the aftermarket sales and margins ofetrspace businesses. Future terrorist actiondep#c health issues or major natural
disasters could dramatically reduce both the denfiamair travel and our aerospace businesses atihsales and margins. Also, since a
substantial portion of the backlog for commercitaspace customers is scheduled for delivery beg6ad, changes in economic conditions
may cause customers to request that firm orderedmheduled or canceled. At times, our aerospasiadmses also enter into firm fixed-price
development contracts, which may require us to bestr overruns related to unforeseen technicabdasdyn challenges that arise during the
development stage of the program. In addition,amrospace businesses face intense competitiondoomestic and foreign manufacturers of
new equipment and spare parts. The defense indasityo affected by a changing global politicatienment, continued pressure on U.S.
and global defense spending and U.S. foreign pealigy the level of activity in military flight opeians. Spare parts sales and aftermarket
service trends are affected by similar factorduidiog usage, pricing, technological improvemerggulatory changes and the retirement of
older aircraft. Furthermore, because of the lengéisgarch and development cycle involved in briggiroducts in these business segments to
market, we cannot predict the economic condititias will exist when any new product is completerefluction in capital spending in the
commercial aviation or defense industries couldehagignificant effect on the demand for our prasluwehich could have a material adverse
effect on our cash flows, competitive positionaficial condition or results of operations.

Our Business May Be Affected by Government Contracting Risks

U.S. government contracts are subject to termindiiothe government, either for the conveniencefgovernment or for default as a
result of our failure to perform under the applieatontract. If terminated by the government assailt of our default, we could be liable for
additional costs the government incurs in acquitindelivered goods or services from another soaimckany other damages it suffers. We
now, and believe that in light of the current UgBvernment contracting environment we will contitiode, the subject of one or more U.S.
government investigations relating to certain af uS. government contracts. If we or one of owsibess units were charged with
wrongdoing as a result of any U.S. government itigaton (including violation of
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certain environmental or export laws), the U.S.aegyoment could suspend us from bidding on or rengigwards of new U.S. government
contracts pending the completion of legal procegslitf convicted or found liable, the U.S. govermineould subject us to fines, penalties,
repayments and treble and other damages. The bvBrgment could void any contracts found to bet¢aiby fraud. The U.S. government
also reserves the right to debar a contractor fiereiving new government contracts for frauduleritninal or other seriously improper
conduct. Debarment generally does not exceed {fwases. Independently, failure to comply with U&wv$ and regulations related to the
export of goods and technology outside the UnitiadeS could result in civil or criminal penaltigsdasuspension or termination of our export
privileges. In addition, we are also sensitive t& Unilitary budgets, which may fluctuate basedtenpolicies of a new administration or
Congress.

Our International Operations Subject Usto Economic Risk As Our Results of Operations May Be Adversely Affected by Changesin
Foreign Currency Fluctuations, Economic Conditions and Changesin Local Government Regulation

We conduct our business on a global basis, witheqimately 60% of our total 2010 segment salesvéerfrom international
operations, including U.S. export sales. Changésdal and regional economic conditions, includilugtuations in exchange rates, may
affect product demand and reported profits in aur-b).S. operations (primarily the commercial busses), where transactions are generally
denominated in local currencies. In addition, cuekefluctuations may affect the prices we pay sigpplfor materials used in our products.
a result, our operating margins may also be negjgtimpacted by worldwide currency fluctuationstthesult in higher costs for certain cross
border transactions. Our financial statements anoohinated in U.S. dollars. Accordingly, fluctuaian exchange rates may also give rise to
translation gains or losses when financial statesnehnon-U.S. operating units are translated 8. dollars. Given that the majority of our
sales are non-U.S. based, a strengthening of tBeddllar against other major foreign currenciesld¢@dversely affect our results of
operations.

The majority of sales in the aerospace businessesamsacted in U.S. dollars, consistent withtéistaed industry practice, while the
majority of costs at locations outside the Unitealt&s are incurred in the applicable local currgipeyncipally the Euro and the Canadian
Dollar). For operating units with U.S. Dollar sabla®d local currency costs, there is a foreign auayeexposure that could impact our resuli
operations depending on market changes in the agehate of the U.S. Dollar against the applicéteign currencies. To manage certain
exposures, we employ long-term hedging strategissaated with U.S. Dollar sales. See Note 1 artg N8 to the Consolidated Financial
Statements in our 2010 Annual Report and NotetBedCondensed Consolidated Financial Statemenissifr-orm 10-Q for a discussion of
our hedging strategies.

Our international sales and operations are sutpatgsks associated with changes in local goverrraavs, regulations and policies,
including those related to tariffs and trade basti;mvestments, taxation, exchange controls, ahpintrols, employment regulations, and
repatriation of earnings. Our international saled aperations are also sensitive to changes igiorgational priorities, including governme
budgets, as well as to political and economic lilita. International transactions may involve ieased financial and legal risks due to
differing legal systems and customs in foreign ¢oes. For example, as a condition of sale or aved@ contract, some international
customers require us to agree to offset arrangespehich may include in-country purchases, manufang and financial support
arrangements. The contract may provide for persaiti¢he event we fail to perform in accordancehwlite offset requirements.

In addition, as part of our globalization strategy, have invested in certain countries, includingehtina, Brazil, China, India, Mexic
Russia, South Africa and countries in the MiddIstEthat carry high levels of currency, politicaldeeconomic risk. We expect that sales to
emerging markets will continue to account for an#igant portion of our sales as our business ex®hknd as these and other developing
nations and regions around the world increase tiegitand for our products. Emerging market operat@am present many risks, including
civil disturbances, health concerns, cultural défeces (such as employment and business practicdaiility in gross domestic product,
economic and government instability, and the imipasiof exchange controls and capital controls. i/thiese factors and their impact are
difficult to predict, any one or more of them comlave a material adverse effect on our cash floasipetitive position, financial condition
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 I ncreases Could
Increase Our Operating Costs and Adversely | mpact the Competitive Positions of Our Products

Our reliance on suppliers, third party contract ofaoturing and commodity markets to secure raw rigs$e parts, components and sub-
systems used in our products exposes us to vblatilthe prices and availability of these matexidh many instances, we depend upon a
single source of supply, manufacturing or asserablyarticipate in commodity markets that may beettito allocations of limited supplies
by suppliers. A disruption in deliveries from owippliers or third party contract manufacturers,pdigp capacity constraints, supplier and
third party contract manufacturer production disians, closing or bankruptcy of our suppliers, priacreases, or decreased availability of
raw materials or commodities, could have a matedakrse effect on our ability to meet our commiita¢o customers or increase our
operating costs. We believe that our supply managernd production practices are based on an apat®palancing of the foreseeable
risks and the costs of alternative practices. Nwless, price increases, supplier capacity conssrasupplier production disruptions or the
unavailability of some raw materials may have aariat adverse effect on our cash flows, competitigsition, financial condition or results
of operations.
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We Engage in Acquisitions and Divestitures, and May Encounter Difficulties | ntegrating 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 acquisitionsdiditéon to internal growth. In the past severalrgeave have made various acquisiti
and have entered into joint venture arrangemetgsded to complement and expand our businessegxaedt to do so in the future. The
success of these transactions will depend on dlityab integrate assets and personnel acquiregbimection with these transactions, apply
our internal controls processes to these acquiusthbsses, and cooperate with our strategic parthemwever, our due diligence reviews n
not identify all of the material issues necessargdcurately estimate the cost and potential loeirggencies of a particular transaction,
including potential exposure to regulatory sandiogsulting from an acquisition targeprevious activities. We may incur unanticipatests
or expenses, including post-closing asset impaitroearges, expenses associated with eliminatingadup facilities, litigation, and other
liabilities. We also may encounter difficultiesiimegrating acquisitions with our operations, appdyour internal controls processes to these
acquisitions, or in managing strategic investmehtilitionally, we may not realize the degree oritighof benefits we anticipate when we
first enter into a transaction. Any of the foregpirould adversely affect our business and resfittperations. In addition, accounting
requirements relating to business combinationgiéticg the requirement to expense certain acqarsitosts as incurred, may cause us to
incur greater earnings volatility and generally émarnings during periods in which we acquire besinesses. Furthermore, we make
strategic divestitures from time to time. Theseediitures may result in continued financial invohent in the divested businesses, such as
through guarantees or other financial arrangemésitsying the transaction. Under these arranges)aminperformance by those divested
businesses could result in obligations imposedsoand could affect our future financial results.

We Design, Manufacture and Service Products that I ncorporate Advanced Technologies; The I ntroduction of New Products and
Technologies I nvolves Risks and We May Not Realize the Degree or Timing of Benefits I nitially Anticipated

We seek to achieve growth through the design, dewe¢nt, production, sale and support of innovagtinselucts that incorporate
advanced technologies. The product, program anitseneeds of our customers change and evolveadguand we invest substantial
amounts in research and development efforts tauplaisvancements in a wide range of technologiesiugts and services. Our ability to
realize the anticipated benefits of these advann&srdepends on a variety of factors, including imgedevelopment, production, certificati
and regulatory approval schedules; execution efiratl and external performance plans; availabiftgupplier- and internally-produced parts
and materials; performance of suppliers and subactatrs; hiring and training of qualified personredhieving cost and production
efficiencies; identification of emerging technologii trends in our target end-markets; validatiomabvative technologies; the level of
customer interest in new technologies and prodacis;customer acceptance of our products and pi®that incorporate technologies we
develop. These factors involve significant riskd ancertainties. Any development efforts diverbrgses from other potential investments in
our businesses, and these efforts may not ledtetddvelopment of new technologies or products timely basis or meet the needs of our
customers as fully as competitive offerings. Initidd, the markets for our products or products theorporate our technologies may not
develop or grow as we anticipate. We or our suppbad subcontractors may encounter difficultiedémeloping and producing these new
products and services, and may not realize theedegrtiming of benefits initially anticipated. Dteethe design complexity of our products,
we may in the future experience delays in compigtive development and introduction of new produsis; delays could result in increased
development costs or deflect resources from othaegts. In particular, we cannot predict with aerty whether, when and in what quantil
our aerospace businesses will produce and sela&tiengines, helicopters, aircraft systems andpmrants and other products currently in
development or pending required certifications. @umtracts are typically awarded on a competitiasiss Our bids are based upon, among
other items, the cost to provide the services. ditegate an acceptable return on our investmehesetcontracts we must be able to
accurately estimate our costs to provide the sesviequired by the contract and to be able to cet@phe contracts in a timely manner. If we
fail to accurately estimate our costs or the tiemuired to complete a contract, the profitabilityoar contracts may be materially and
adversely affected. Some of our contracts prowiddiduidated damages in the event that we arelartalperform and deliver in accordance
with the contractual specifications and schedulgtHermore, we cannot be sure that our competitdrsot develop competing technologies
which gain market acceptance in advance of oraastd our products. The possibility exists that competitors might develop new
technology or offerings that might cause our emigtechnology and offerings to become obsolete. éfrthe foregoing could have a material
adverse effect on our cash flows, competitive pmsiffinancial 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 dagal compliance risks. These risks include, amathgr things, possible liability relatit
to product liability matters, personal injuriestgltectual property rights, government contra@ses, environmental matters and compliance
with U.S. and foreign export laws, competition laavel laws governing improper business practicesokMme of our business units could be
charged with wrongdoing as a result of such mattecenvicted or found liable, we could be subjersignificant fines, penalties,
repayments, other damages (in certain cases, tlablages), or suspension or debarment from goverrneoatracts. Independently, failure
us or one of our business units to comply with ipple export and trade practice laws could raauttvil or criminal penalties and
suspension or termination of export privileges.afglobal business, we are subject to complex laglsegulations in the U.S. and other
countries in which we operate. Those laws and egiuis may be interpreted in different ways. Theyralso change from time to time, as
may related interpretations and other guidancen@ésin laws or
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regulations could result in higher expenses andngays, and uncertainty relating to laws or regatetimay also affect how we conduct our
operations and structure our investments and douitour ability to enforce our rights. Changeseinvironmental and climate change law
regulations, including laws relating to greenhogase emissions, could lead to new or additionalstment in product designs and could
increase environmental compliance expendituresn@din climate change concerns, or in the reguiatf such concerns, including
greenhouse gas emissions, could subject us ta@ulicosts and restrictions, including increaseergy and raw materials costs.

In the area of taxes, changes in tax laws and atiguk, as well as changes in related interpretatamd other tax guidance could
materially impact our tax receivables and lial@ktiand our deferred tax assets and deferred taktiés. Additionally, in the ordinary course
of business we are subject to examinations by uarauthorities, including tax authorities. In adgitto ongoing investigations, there coulc
additional investigations launched in the futuregoyernmental authorities in various jurisdicti@ml existing investigations could be
expanded. The global and diverse nature of ouratipeis means that these risks will continue toteatisl additional legal proceedings and
contingencies will arise from time to time. Ouruks may be affected by the outcome of legal prdtess and other contingencies that cal
be predicted with certainty.

For non-income tax risks, we estimate material tmggingencies and establish reserves as requyrgeéierally accepted accounting
principles based on our assessment of contingemtiese liability is deemed probable and reasonebtymable in light of the facts and
circumstances known to us at a particular poininte. Subsequent developments in legal proceedireysaffect our assessment and estin
of the loss contingency recorded as a liabilita®ia reserve against assets in our financial statsnand could result in an adverse effect on
our results of operations in the period in whidrahility would be recognized or cash flows for theriod in which damages would be paid.
For a description of current legal proceedings,Rae |, Item 3 “Legal Proceedings,” in our 2010rRd.0-K, as updated from time to time in
subsequent filings, including this Form 10-Q. Rarame tax risks, we recognize tax benefits baseabomassessment that a tax benefit has a
greater than 50% likelihood of being sustained uglimate settlement with the applicable taxinghauity that has full knowledge of all
relevant facts. For those income tax positions wher assess that there is not a greater than &@%itwéiod that such tax benefits will be
sustained, we do not recognize a tax benefit infinancial statements. Subsequent events may eesugechange our assessment of the
likelihood of sustaining a previously-recognizeahéfit which could result in a material adverse effen our financial condition or results of
operations in the period in which any such evegticgor on our cash flows in the period in whicé thtimate 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 contradtspwe announce from time to time restructuriramp) which include workforce
reductions as well as global facility consolidaand other cost reduction initiatives. These ptarsntended to generate operating expense
savings through direct and indirect overhead expeaductions as well as other savings. We may taddefurther workforce reductions or
restructuring actions in the future. These typesost reduction and restructuring activities anmplex. If we do not successfully manage our
current restructuring activities, or any other masturing activities that we may undertake in thufe, expected efficiencies and benefits
might be delayed or not realized, and our operatard business could be disrupted. Risks assoaidtiedhese actions and other workforce
management issues include delays in implementafianticipated workforce reductions, additional xjmected costs, changes in restructu
plans that increase or decrease the number of gegsmffected, adverse effects on employee monal¢he failure to meet operational
targets due to the loss of employees, any of witiaki impair our ability to achieve anticipated c@stuctions or may otherwise harm our
business, which could have a material adversetaffeour cash flows, competitive position, finahciandition or results of operations.

Our Financial Performance May Be Adversely Affected By Business Disruptions

Our business may be impacted by disruptions, inetuthreats to physical security, information teclogy attacks or failures, damagi
weather or other acts of nature, pandemics or gthilic health crises. Any of these disruptionsld@ifect our internal operations or our
ability to provide products and services to ourtcoeers. We believe that we have adopted appropriagesures to mitigate potential risks to
our technology and our operations from such disongt However, given the unpredictability of theaitig, nature and scope of such
disruptions, we could potentially be subject toduction downtimes, operational delays, the compsargiof confidential information,
destruction of data, or the manipulation or imprapee of our systems and networks, any of whichdcbave a material adverse effect on our
cash flows, competitive position, financial conaiitior results of operations.

We Depend On Our | ntellectual Property, and I nfringement or Failureto Protect I ntellectual Property Could Adversely Affect Our Future
Growth and Success

We rely on a combination of patents, trademarkgyrights, trade secrets and nondisclosure agreanteptrotect our proprietary
intellectual property. Our efforts to protect ontellectual property and proprietary rights may lnetsufficient. We cannot be sure that our
pending patent applications will result in the Esce of patents to us, that patents issued te@mdied by us in the past or in the future will
be challenged or circumvented by competitors, at these patents will be found to be valid or sidfitly broad to preclude our competitors
from introducing technologies similar to those amekby our patents and patent applications. Intewidiour ability to enforce and protect ¢
intellectual property rights may be limited in @ntcountries outside
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the United States, which could make it easier fonpetitors to capture market position in such coesty utilizing technologies that are
similar to those developed or licensed by us.

Any of these events or factors could diminish arsgaus to lose the competitive advantages assdcidtie our intellectual property,
subject us to judgments, penalties and signifitiigation costs, and/or temporarily or permanemlisrupt our sales and marketing of the
affected products or services.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
Issuer Purchases of Equity Securities

The following table provides information about gurchases during the quarter ended June 30, 20dquitfy securities that are
registered by us pursuant to Section 12 of the &xgh Act.

Maximum Number of

Total Number of Shares Shares that may yet b

Total Number of Purchased as Part of a

Average Price Paic

Shares Publicly Announced Purchased Under the
Purchased Program Program
2011 (000's) per Share (000’s) (000’s)
April 1 - April 30 1,751 $ 85.6¢ 1,751 23,00
May 1- May 31 3,61z 87.91] 3,607 19,39¢
June 1 - June 30 3,361 84.2( 3,36( 16,03
Total 8,724 $ 86.04 8,71¢

We repurchase shares under a program announcedua 40, 2010, which authorized the repurchasgab b0 million shares of our
common stock. Under the current program, sharestragurchased on the open market, in privately tietgd transactions and under plans
complying with Rules 10b5-1 and 10b-18 under theltaxge Act. These repurchases are included witliis¢ope of the overall repurchase
program authorized in March 2010. We may also reimecshares outside of the program from time tetimconnection with the surrender of
shares to cover taxes on vesting of restricteckstdygproximately 6,000 shares were reacquiredangactions outside the program during the
guarter ended June 30, 2011.
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Iltem 6.

Exhibit
Number

12

15

31

32
101.INS

101.SCF

101.CAL

101.DEF

101.LAB

101.PRE

Exhibits

Exhibit Description

Statement re: computation of ratio of earningsxed charges.
Letter re: unaudited interim financial informati®i

Rule 13i-14(a)/15¢-14(a) Certifications.

Section 1350 Certifications

XBRL Instance Document.*
(File name: ut-20110630.xml

XBRL Taxonomy Extension Schema Document.*
(File name: ut-20110630.xsd

XBRL Taxonomy Extension Calculation Linkbase Docute
(File name: ut-20110630_cal.xml

XBRL Taxonomy Extension Definition Linkbase Docurh&n
(File name: ut-20110630_def.xml

XBRL Taxonomy Extension Label Linkbase Document.*
(File name: ut-20110630_lab.xml

XBRL Taxonomy Extension Presentation Linkbase Doenirf
(File name: ut-20110630_pre.xm!

Notes to Exhibits List:

* Submitted electronically herewit

Attached as Exhibit 101 to this report are thedielhg formatted in XBRL (Extensible Business RepwtLanguage): (i) Condensed
Consolidated Statements of Operations for the quaend six months ended June 30, 2011 and 2@1Cp(idensed Consolidated Balance
Sheet at June 30, 2011 and December 31, 2010CGhgensed Consolidated Statement of Cash Flowhdasix months ended June 30, 2011
and 2010 and (iv) Notes to Condensed ConsolidatehEial Statements. In accordance with Rule 406Regulation S-T, the XBRL related
information in Exhibit 101 to this Quarterly Repori Form 10-Q shall not be deemed to be “filéat"purposes of Section 18 of the Excha
Act, or otherwise subject to the liability of tregction, and shall not be part of any registrasiaement or other document filed under the
Securities Act or the Exchange Act, except as sfeatxpressly set forth by specific reference hdiling.

48



Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

UNITED TECHNOLOGIES CORPORATION
(Registrant)

Dated: July 25, 2011 by: /sl GREGORYJ. HAYES
Gregory J. Hayes
Senior Vice President and Chief Financial Officer

(on behalf of the Registrant and as the Regissdtincipal
Financial Officer)

Dated: July 25, 2011 by: /sl PeTerRF. L ONGO
Peter F. Longo
Vice President, Controller

(on behalf of the Registrant and as the Regissdtincipal
Accounting Officer)
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EXHIBIT INDEX
Exhibit
Number Exhibit Description
12 Statement re: computation of ratio of earningsxed charges.
15 Letter re: unaudited interim financial informati®i
31 Rule 13i-14(a)/15¢-14(a) Certifications.
32 Section 1350 Certifications

101.INS XBRL Instance Document.*
(File name: ut-20110630.xml

101.SCH XBRL Taxonomy Extension Schema Document.*
(File name: ut-20110630.xsd

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docute
(File name: ut-20110630_cal.xml

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh&n
(File name: ut-20110630_def.xml

101.LAB XBRL Taxonomy Extension Label Linkbase Document.*
(File name: ut-20110630_lab.xml

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenirf
(File name: ut-20110630_pre.xm!

Notes to Exhibits List:

* Submitted electronically herewit

Attached as Exhibit 101 to this report are thedielhg formatted in XBRL (Extensible Business RepwtLanguage): (i) Condensed
Consolidated Statements of Operations for the quaend six months ended June 30, 2011 and 2@1Cp(idensed Consolidated Balance
Sheet at June 30, 2011 and December 31, 2010CGhgensed Consolidated Statement of Cash Flowhdasix months ended June 30, 2011
and 2010, and (iv) Notes to Condensed Consolidatehcial Statements. In accordance with Rule 4@6Regulation SF, the XBRL relatet
information in Exhibit 101 to this Quarterly Repori Form 10-Q shall not be deemed to be “filéat"purposes of Section 18 of the Excha
Act, or otherwise subject to the liability of tregction, and shall not be part of any registrasiaement or other document filed under the
Securities Act or the Exchange Act, except as sfeatxpressly set forth by specific reference hdiling.
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Exhibit 12

UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

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

Six Months Ended June 30,

(Dollars in millions) 2011 2010
Fixed Charges
Interest expenst $ 331 $ 3¢
Interest capitalize 11 9
One-third of rent$ 75 72
Total fixed charges $ 417 $  45¢
Earnings:
Income before income taxes $ 3,70¢ $ 3,08t
Fixed charges per abo 417 45¢
Less: capitalized interest (11) 9
40€ 45(
Amortization of interest capitalized 8 8
Total earnings $ 4,12 $ 3,54
Ratio of earnings to fixed charges 9.8¢ 7.72

Pursuant to the guidance in the Income Taxes Taftice FASB ASC, interest related to unrecognizeditenefits recorded was
approximately $10 million and $15 million for thix gnonths ended June 30, 2011 and 2010, respegctiVke ratio of earnings to fixed
charges would have been 10.13 and 7.98 for thmeixths ended June 30, 2011 and 2010, respectif/slych interest were excluded
from the calculation

Reasonable approximation of the interest fac



Exhibit 15

July 25, 2011

Securities and Exchange Commission
100 F Street, N.E.
Washington, DC 20549

Commissioners:

We are aware that our report dated April 25, 201 bur review of interim financial information of ded Technologies Corporation (the
“Corporation”) for the three-month periods endedrtha31, 2011 and 2010 and included in the Corpamaiquarterly report on Form 10-Q
for the quarter ended March 31, 2011 is incorparatereference in its Registration Statement om¥+8¢3 (No. 333-167771), in the
Registration Statement on Form S-4 (No. 333-778813mended by Post-Effective Amendment No. 1 omF8 (No. 333-77991) and in
the Registration Statements on Form S-8 (Nos. &8242, 333-156390, 333-150643, 333-125293, 333-A0,0883-100724, 333-100723,
333-100718, 333-82911, 333-77817, 333-21853, 3BHP,1033-57769 and 033-51385).

Very truly yours,
/sl PricewaterhouseCoopers L

Hartford, Connecticu



Exhibit 31.1
CERTIFICATION

I, Louis R. Chénevert, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of United Technologies Corporatic

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anafre responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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 fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

/s/ L ouisR. CHENEVERT
Louis R. Chénevel

Date: July 25, 201 Chairman & Chief Executive Office



Exhibit 31.2

CERTIFICATION

I, Gregory J. Hayes, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of United Technologies Corporatic

Based on my knowledge, this report does notatoriny untrue statement of a material fact or dongttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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 fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal corver financial reporting which are
reasonably likely to adversely affect the regigf’s ability to record, process, summarize and refpanhcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

/s/ GREGORYJ. HAYES
Gregory J. Haye

Date: July 25, 201 Senior Vice President and Chief Financial Offi



Exhibit 31.3

CERTIFICATION

I, Peter F. Longo, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of United Technologies Corporatic

Based on my knowledge, this report does notatoriny untrue statement of a material fact or dongttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presentisisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

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 fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weagses in the design or operation of internal corver financial reporting which are
reasonably likely to adversely affect the regigf’s ability to record, process, summarize and refpanhcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

/s| PETERF. L oNGO
Peter F. Longt

Date: July 25, 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 Unitedhhologies Corporation, a Delaware corporatioa {tG@orporatiori), does hereby certify
that:

The Quarterly Report on Form 10-Q for the quartetesl June 30, 2011 (the “ Form-@Q0’) of the Corporation fully complies with the
requirements of section 13(a) or 15(d) of the S&earExchange Act of 1934 and information contdiirethe Form 10-Q fairly presents, in
all material respects, the financial condition aesllts of operations of the Corporation.

Date: July 25, 201 /sl L ouisR. CHENEVERT
Louis R. Chénevel
Chairman & Chief Executive Office

Date: July 25, 2011 /s| GREGORYJ. HAYES
Gregory J. Haye
Senior Vice President and Chief Financial Offi

Date: July 25, 2011 /s| PETERF. L oNGO
Peter F. Longt
Vice President and Controll




