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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF TH E SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2011

Commission file number 1-812

UNITED TECHNOLOGIES CORPORATION

(Exact name of registrant as specified in its chart  er)

DELAWARE 06-0570975
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)
One Financial Plaza, Hartford, Connecticut 06103
(Address of principal executive offices) (Zip Code)

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

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

Title of each class Name of each exchange on which registered

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

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

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

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file
such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (8232.405 of this chapter) during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).

Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (8232.405 of this chapter) is
not contained herein, and will not be contained, to the best of registrant’'s knowledge, in definitive proxy or information statements
incorporated by reference in Part 11l of this Form 10-K or any amendment to this Form 10-K. [

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a
smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in
Rule 12b-2 of the Exchange Act (Check one):

Large accelerated filer Accelerated filer O

Non-accelerated filer 0 (Do not check if a smaller reporting company) Smaller reporting company [J

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).



Yes O No

The aggregate market value of the voting Common Stock held by non-affiliates at June 30, 2011 was approximately
$80,344,177,683, based on the New York Stock Exchange closing price for such shares on that date. For purposes of this
calculation, the Registrant has assumed that its directors and executive officers are affiliates.

At January 31, 2012, there were 908,863,486 shares of Common Stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Parts I, Il and IV hereof incorporate by reference portions of the United Technologies Corporation 2011 Annual Report to
Shareowners. Part Il hereof incorporates by reference portions of the United Technologies Corporation Proxy Statement for the
2012 Annual Meeting of Shareowners.
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UNITED TECHNOLOGIES CORPORATION

Annual Report on Form 10-K for
Year Ended December 31, 2011

Whenever reference is made in this Form 10-K to specific sections of UTC’s 2011 Annual Report to Shareowners (2011
Annual Report), those sections are incorporated herein by reference. United Technologies Corporation and its subsidiaries’ names,
abbreviations thereof, logos, and product and service designators are all either the registered or unregistered trademarks or
tradenames of United Technologies Corporation and its subsidiaries. Names, abbreviations of names, logos, and product and
service designators of other companies are either the registered or unregistered trademarks or tradenames of their respective
owners. As used herein, the terms “we,” “us,” “our” or “UTC,” unless the context otherwise requires, mean United Technologies
Corporation and its subsidiaries.

PART |
Item 1. Business

General

United Technologies Corporation was incorporated in Delaware in 1934. UTC provides high technology products and services
to the building systems and aerospace industries worldwide. Growth is attributable primarily to the internal development of our
existing businesses and to acquisitions. The following description of our business should be read in conjunction with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our 2011 Annual Report, especially
the information contained therein under the heading “Business Overview.”

Our operating units include businesses with operations throughout the world. Otis, Carrier and UTC Fire & Security
(collectively referred to as the commercial businesses) serve customers in the commercial, government infrastructure and
residential property sectors worldwide. Carrier also serves commercial, industrial, transport refrigeration and food service
equipment customers. Pratt & Whitney, Hamilton Sundstrand and Sikorsky (collectively referred to as the aerospace businesses)
primarily serve commercial and government customers in both the original equipment and aftermarket parts and services markets
of the aerospace industry. Hamilton Sundstrand, Pratt & Whitney and UTC Fire & Security also serve customers in certain industrial
markets. For 2011, our commercial and industrial sales (generated principally by our commercial businesses) were approximately
58 percent of our consolidated net sales, and commercial aerospace and military aerospace sales were approximately 22 percent
and 20 percent, respectively, of our consolidated net sales. Sales for 2011 from outside the United States, including U.S. export
sales, were 61 percent of our total segment sales.

On September 28, 2011, we announced a new organizational structure to better serve customers and to drive growth and
achieve efficiencies through greater integration across certain product lines. This new structure combines Carrier and UTC Fire &
Security into a new segment called UTC Climate, Controls & Security. Beginning with the first quarter of 2012, Carrier and UTC
Fire & Security will report combined financial and operational results as part of this new segment. As part of this new organizational
structure, we also created UTC Propulsion & Aerospace Systems, a new organization consisting of Pratt & Whitney and Hamilton
Sundstrand. We will continue to report the financial and operational results of Pratt & Whitney and Hamilton Sundstrand separately,
consistent with the manner in which we will allocate resources and measure financial performance for these segments. Further, we
have reported our financial and operational results for the periods presented herein under the six principal segments noted above,
consistent with how we have reviewed our business operations for decision-making purposes, resource allocation and performance
assessment.

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

Description of Business by Segment

As noted above, our operations for the periods presented herein are classified into six principal segments: Otis, Carrier, UTC
Fire & Security, Pratt & Whitney, Hamilton Sundstrand and Sikorsky. Each segment groups similar operating companies and the
management organization of each segment has general operating autonomy over a range of products and services. The principal
products and services of each segment are as follows:
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Otis—elevators, escalators, moving walkways and service.

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

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

Pratt & Whitney—commercial, military, business jet and general aviation aircraft engines, parts and services, industrial gas turbines
and space propulsion.

Hamilton Sundstrand—aerospace products and aftermarket services, including power generation, management and distribution
systems, flight control systems, engine control systems, environmental control systems, fire protection and detection systems,
auxiliary power units, propeller systems and industrial products, including air compressors, metering pumps and heavy duty
process pumps.

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

Segment financial data for the years 2009 through 2011, including financial information about foreign and domestic operations
and export sales, appears in Note 18 to the Consolidated Financial Statements in our 2011 Annual Report. Segment sales as
discussed below include intercompany sales, which are ultimately eliminated within the “Eliminations and other” category as
reflected in the segment financial data in Note 18 to the Consolidated Financial Statements in our 2011 Annual Report. Similarly,
total segment backlog as discussed below includes fully-funded government and intercompany backlog.

Otis

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

Sales generated by Otis’ international operations were 83 percent and 82 percent of total Otis segment sales in 2011 and 2010,
respectively. At December 31, 2011, Otis’ backlog was $14.3 billion as compared to $13.9 billion at December 31, 2010. Of the
total Otis backlog at December 31, 2011, approximately $8.0 billion is expected to be realized as sales in 2012.

Carrier

Carrier is the leading provider of HYAC and refrigeration solutions, including controls for residential, commercial, industrial and
transportation applications. In 2011, Carrier continued to execute the business transformation strategy it began in 2008 by
completing divestitures of several non-core businesses and taking noncontrolling equity interests in various ventures. This included
taking a noncontrolling equity interest in a new South American venture in exchange for the contribution of Carrier’s existing HVAC
operations in Brazil, Argentina and Chile to the new venture, which manufactures and distributes HVAC products in those countries.
Carrier’s products and services are sold under Carrier and other brand names to building contractors and owners, homeowners,
transportation companies, retail stores and food service companies. Through its venture with Watsco, Inc., Carrier distributes
Carrier, Bryant, Payne and Totaline residential and light commercial HYAC products in the U.S. and selected territories in the
Caribbean and Latin America. Carrier sells directly to end customers and through manufacturers’ representatives, distributors,
wholesalers, dealers and retail outlets. Certain of Carrier's HYAC businesses are seasonal and can be impacted by weather.
Carrier customarily offers its customers incentives to purchase products to ensure an adequate supply of its products in the
distribution channels. The principal incentive program provides reimbursements to distributors for offering promotional pricing on
Carrier products. We account for incentive payments made as a reduction to sales.

Sales generated by Carrier’s international operations, including U.S. export sales, were 58 percent and 56 percent of total
Carrier segment sales in 2011 and 2010, respectively. At both December 31, 2011 and 2010, Carrier's backlog was $2.2 billion.
Substantially all of the backlog at December 31, 2011 is expected to be realized as sales in 2012.

As described above, to better serve customers and to drive growth and achieve greater efficiencies through greater integration
across certain product lines, we announced a new organizational structure in September 2011, which combines Carrier with UTC
Fire & Security into a new segment called UTC Climate, Controls & Security. We will report combined financial and operational
results for this new segment beginning with the first quarter of 2012.

4
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UTC Fire & Security

UTC Fire & Security is a global provider of security and fire safety products and services. UTC Fire & Security provides
electronic security products such as intruder alarms, access control systems and video surveillance systems and designs and
manufactures a wide range of fire safety products including specialty hazard detection and fixed suppression products, portable fire
extinguishers, fire detection and life safety systems, and other firefighting equipment. Services provided to the electronic security
and fire safety industries include systems integration, video surveillance, installation, maintenance and inspection services. UTC
Fire & Security also provides monitoring, response and security personnel services, including cash-in-transit security, to
complement its electronic security and fire safety businesses. In 2010, we completed the acquisition of the GE Security business
from General Electric Company. With the acquisition of GE Security, UTC strengthened its portfolio of security and fire safety
technologies for commercial and residential applications, including fire detection and life safety systems, intrusion alarms, video
surveillance and access control systems, while also significantly enhancing UTC Fire & Security’s North American presence. In
2011, we continued to exit non-core businesses with the divestiture of our United Kingdom and Singapore guarding businesses.
UTC Fire & Security products and services are used by governments, financial institutions, architects, building owners and
developers, security and fire consultants, homeowners and other end-users requiring a high level of security and fire protection for
their businesses and residences. UTC Fire & Security provides its products and services under Chubb, Kidde and other brand
names and sells directly to the customer as well as through manufacturer representatives, distributors, dealers and U.S. retalil
distribution.

Sales generated by UTC Fire & Security’s international operations, including U.S. export sales, were 77 percent and 78
percent of total UTC Fire & Security segment sales in 2011 and 2010, respectively. At December 31, 2011, UTC Fire & Security’s
backlog was $1.3 billion as compared to $1.1 billion at December 31, 2010. Substantially all of the backlog at December 31, 2011 is
expected to be realized as sales in 2012.

As described above, in September 2011, to better serve customers and to drive growth and achieve greater efficiencies
through greater integration across certain product lines, we announced a new organizational structure which combines UTC Fire &
Security with Carrier into a new segment called UTC Climate, Controls & Security. We will report combined financial and
operational results for this new segment beginning with the first quarter of 2012.

Pratt & Whitney

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

In view of the risks and costs associated with developing new engines, Pratt & Whitney has entered into collaboration
arrangements in which sales, costs and risks are shared. At December 31, 2011, the interests of third party participants in Pratt &
Whitney-directed commercial jet engine programs ranged from 14 percent to 48 percent. In addition, Pratt & Whitney has interests
in other engine programs, including the IAE International Aero Engines AG (IAE) collaboration, which sells and supports V2500
engines for the Airbus A320 family of aircraft. On October 12, 2011, Pratt & Whitney and Rolls-Royce plc (Rolls-Royce), a
participant in the IAE collaboration, announced an agreement to restructure their interests in IAE. Under the terms of the
agreement, Rolls-Royce will sell its interests in IAE and license its V2500 intellectual property in IAE to Pratt & Whitney for $1.5
billion plus an agreed payment contingent on each hour flown by V2500-powered aircraft in service at the closing date during the
fifteen year period following closing of the transaction. Consummation of this restructuring is subject to regulatory approvals and
other closing conditions. Also, on October 12, 2011, Pratt & Whitney and Rolls-Royce announced an agreement to form a new joint
venture, in which each will hold an equal share, to develop new engines to power the next generation of 120 to 230 passenger mid-
size aircraft that will replace the existing fleet of mid-size aircraft currently in service or in development. With this new joint venture,
Pratt & Whitney and Rolls-Royce will focus on high-bypass ratio geared turbofan technology, as well as collaborate on future
studies of next generation propulsion systems. Pursuant to the agreement, the formation of this new venture is subject to regulatory
approvals and other closing conditions, including completion of the restructuring of the parties’ interests in IAE. We expect the
restructuring of the parties’ interests in IAE to be completed in mid-2012. The closing of the new joint venture may take a
substantially longer period of time to complete. Pratt & Whitney also has a 50 percent ownership interest in the Engine Alliance
(EA), a joint venture with GE Aviation, which markets and manufactures the GP7000 engine for the Airbus A380 aircraft. Pratt &
Whitney has entered into risk and revenue sharing arrangements with third parties for 40 percent of the content that Pratt &
Whitney is responsible for providing to the EA. Pratt & Whitney accounts for its interests in the EA joint venture under the equity
method of accounting. Pratt & Whitney continues to pursue additional collaboration partners.

5
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The development of new engines and improvements to current production engines present important growth opportunities.
Pratt & Whitney is under contract with the U.S. Air Force to develop the F135 engine, a derivative of Pratt & Whitney’s F119 engine,
to power the single-engine F-35 Lightning Il aircraft being developed by Lockheed Martin. Pratt & Whitney achieved initial service
release for the conventional take-off and landing/carrier variant and short take-off and vertical landing variant of the F135 engine in
February 2010 and January 2011, respectively. These propulsion system configurations are now certified for production and
cleared for flight on the Lockheed Martin F-35B stealth fighter jet. In addition, Pratt & Whitney is currently developing technology,
including the PurePower PW1000G Geared TurboFan engine, intended to enable it to power both currently-proposed and future
aircraft. The PurePower PW1000G engine targets a significant reduction in fuel burn and noise levels with lower environmental
emissions and operating costs than current production engines. In 2009, Pratt & Whitney successfully completed ground and flight
testing of a demonstrator engine for the PurePower PW1000G engine. In December 2010, Airbus announced that it will offer a
version of the PurePower PW1000G engine as a new engine option to power its A320neo family of aircraft scheduled to enter into
service in 2015. In September 2011, Pratt & Whitney announced a new collaboration with Japan Aero Engines Corporation (JAEC)
and MTU Aero Engines AG (MTU) to provide the PurePower PW1100G-JM engine for the Airbus A320neo program. Under the
collaboration agreement, MTU will hold an 18 percent share and be responsible for the engine’s low pressure turbine and
participate jointly with Pratt & Whitney to provide the high pressure compressor for the engine. JAEC will hold a 23 percent share
and be responsible for the engine fan, low pressure compressor and combustor/diffuser. Pratt & Whitney will be responsible for the
remainder of the PurePower PW1100G-JM engine and systems integration. Additionally, PurePower PW1000G engine models
have been selected by Bombardier to power the new CSeries passenger aircraft and by Mitsubishi Aircraft Corporation to power
the new Mitsubishi Regional Jet (MRJ), scheduled to enter into service in 2013 and 2014, respectively. In 2011, the initial
production version of the Bombardier CSeries PurePower PW1000G engine successfully completed 115 hours of flight testing and
the initial production version of the MRJ PurePower PW1000G engine successfully completed over 300 hours of ground testing.
Irkut Corporation of Russia has also selected the PurePower PW1000G engine to power the proposed new Irkut MC-21 passenger
aircraft, which is scheduled to enter into service in 2016. The success of these aircraft and the PurePower PW1000G family of
engines is dependent upon many factors including technological challenges, aircraft demand, and regulatory approval. Based on
these factors, as well as the level of success of aircraft program launches by aircraft manufacturers and other conditions, additional
investment in the PurePower program may be required. Pratt & Whitney has also received Federal Aviation Authority (FAA) and
European Aviation Safety Agency (EASA) certification for the Advantage70 upgrade to its PW4000 engine for Airbus A330 aircraft.
The Advantage70 upgrade is intended to reduce maintenance and fuel costs and increase thrust. PWR is developing a liquid fuel J-
2X engine to support NASA’s Space Launch System. PWR is also upgrading the performance of the RS-68 and RL10 engines to
support U.S. Air Force launch requirements. P&WC is developing the PW210 engine for Sikorsky’s S-76D helicopter and the
PurePower PW800 engine for the new generation of long-range and heavy business jets. Pratt & Whitney continues to enhance its
programs through performance improvement measures and product base expansion.

Pratt & Whitney’s products are sold principally to aircraft manufacturers, airlines and other aircraft operators, aircraft leasing
companies, space launch vehicle providers and the U.S. and foreign governments. Pratt & Whitney’s products and services must
adhere to strict regulatory and market-driven safety and performance standards. The frequently changing nature of these
standards, along with the long duration of aircraft engine development, production and support programs, creates uncertainty
regarding engine program profitability. The vast majority of sales are made directly to the end customer and, to a limited extent,
through independent distributors and foreign sales representatives. Sales to Airbus were 16 percent and 12 percent of total Pratt &
Whitney segment sales in 2011 and 2010, respectively, before taking into account discounts or financial incentives offered to
customers. Sales to the U.S. government were 28 percent and 32 percent of total Pratt & Whitney segment sales in 2011 and 2010,
respectively.

Sales generated by Pratt & Whitney’s international operations, including U.S. export sales, were 54 percent and 52 percent of
total Pratt & Whitney segment sales in 2011 and 2010, respectively. At December 31, 2011, Pratt & Whitney’s backlog was $22.4
billion, including $5.3 billion of U.S. government-funded contracts and subcontracts. At December 31, 2010, these amounts were
$23.5 billion and $5.1 billion, respectively. Of the total Pratt & Whitney backlog at December 31, 2011, approximately $4.6 billion is
expected to be realized as sales in 2012. Pratt & Whitney’s backlog includes certain contracts for which actual costs may ultimately
exceed total sales. Pratt & Whitney’s backlog excludes orders for new commercial engines that have not yet achieved full aviation
authority certification. See Note 1 to the Consolidated Financial Statements in our 2011 Annual Report for a description of our
accounting for long-term contracts.

As described above, to better serve customers and to drive growth and achieve efficiencies through greater integration across
certain product lines, we announced a new organizational structure in September 2011. As part of this new structure, we created
UTC Propulsion & Aerospace Systems, a hew organization consisting of Pratt & Whitney and Hamilton Sundstrand. We will
continue to report the financial and operational results of Pratt & Whitney and Hamilton Sundstrand separately.

Hamilton Sundstrand

Hamilton Sundstrand is among the world’s leading suppliers of technologically advanced aerospace and industrial products
and aftermarket services for diversified industries worldwide. Hamilton Sundstrand’s aerospace products, such as power
generation, management and distribution systems, flight control systems, engine control systems, environmental control systems,
fire protection
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and detection systems, auxiliary power units and propeller systems, serve commercial, military, regional, business and general
aviation, as well as military ground vehicle, space and undersea applications. Aftermarket services include spare parts, overhaul
and repair, engineering and technical support and fleet maintenance programs. Hamilton Sundstrand sells aerospace products to
airframe manufacturers, the U.S. and foreign governments, aircraft operators and independent distributors. Sales to Boeing were
11 percent and 9 percent of total Hamilton Sundstrand segment sales in 2011 and 2010, respectively. Sales to the U.S.
government were 20 percent and 24 percent of total Hamilton Sundstrand segment sales in 2011 and 2010, respectively.

Hamilton Sundstrand is engaged in development programs for the Boeing 787 aircraft, the Bombardier CSeries aircraft, the
Mitsubishi Regional Jet, the Airbus A350 aircraft, the Irkut MC-21 aircraft, the COMAC C919 aircraft, the CH-53K next generation
heavy lift helicopter for the U.S. Marine Corps and the Lockheed Martin F-35 Lightning Il military aircraft and the Airbus A400M
military aircraft. Hamilton Sundstrand is also the operations support prime contractor for NASA's space suit/life support system and
produces environmental monitoring and control, life support, mechanical systems, power generation, management, and distribution
and thermal control systems for the International Space Station and the Orion crew exploration vehicle.

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

Sales generated by Hamilton Sundstrand’s international operations, including U.S. export sales, were 49 percent of total
Hamilton Sundstrand segment sales in both 2011 and 2010. At December 31, 2011, Hamilton Sundstrand’s backlog was $5.4
billion, including $901 million of U.S. government-funded contracts and subcontracts. At December 31, 2010, these amounts were
$5.1 billion and $719 million, respectively. Of the total Hamilton Sundstrand backlog at December 31, 2011, approximately $2.8
billion is expected to be realized as sales in 2012. See Note 1 to the Consolidated Financial Statements in our 2011 Annual Report
for a description of our accounting for long-term contracts.

As described above, to better serve customers and to drive growth and achieve efficiencies through greater integration across
certain product lines, we announced a new organizational structure in September 2011. As part of this new structure, we created
UTC Propulsion & Aerospace Systems, a hew organization consisting of Hamilton Sundstrand and Pratt & Whitney. We will
continue to report the financial and operational results of Hamilton Sundstrand and Pratt & Whitney separately.

On September 21, 2011 we announced an agreement to acquire Goodrich Corporation (Goodrich), a global supplier of
systems and services to the aerospace and defense industry with 2010 sales of $7 billion. Under the terms of the agreement,
Goodrich shareholders will receive $127.50 in cash for each share of Goodrich common stock they own at the time of the closing of
the transaction. This equates to a total current enterprise value of $18.4 billion, including $1.9 billion in net debt to be assumed. The
transaction is subject to customary closing conditions, including regulatory approvals and Goodrich shareholder approval. We
expect that this acquisition will close in mid-2012. Goodrich products include aircraft nacelles and interior systems, actuation and
landing systems, and electronic systems. Once the acquisition is complete, Goodrich and Hamilton Sundstrand will be combined to
form a new segment named UTC Aerospace Systems. We expect that the increased scale, financial strength and complementary
products of the new combined business will strengthen our position in the aerospace and defense industry. Further, we expect that
this acquisition will enhance our ability to support our customers with more integrated systems.

Sikorsky

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

Current major production programs at Sikorsky include the UH-60M Black Hawk medium-transport helicopters and HH-60M
Medevac helicopters for the U.S. and foreign governments, the S-70 Black Hawk for foreign governments, the MH-60S and MH-
60R helicopters for the U.S. Navy, the International Naval Hawk for multiple naval missions, and the S-76 and S-92 helicopters for
commercial operations. The UH-60M helicopter is the latest and most modern in a series of Black Hawk variants that Sikorsky has
been delivering to the U.S. Army since 1978. In December 2007, the U.S. government and Sikorsky signed a five-year multi-service
contract for H-60 helicopters to be delivered to the U.S. Army and U.S. Navy, which include the UH-60M, HH-60M, MH-60S and
MH-60R. Upon completion of the contract in 2013, Sikorsky expects to have delivered approximately 690 aircraft. Sikorsky is in
negotiations with the U.S. government for a new five-year multi-service contract for H-60 helicopters. Sikorsky is also developing
the CH-53K next generation heavy lift helicopter for the U.S. Marine Corps and the CH-148 derivative of the H-92 helicopter, a
military variant of the S-92 helicopter, for the Canadian government. The latter is being developed under a fixed-price contract that
provides for the development and production of 28 helicopters, and related logistical support through March 2028. The current
contract value is estimated to be $4.5 billion, and is subject to changes in underlying variables such as future flight hours as well as
fluctuations in foreign currency exchange rates. This is the largest and most expansive fixed-price development contract in
Sikorsky’s history. As previously disclosed, in June 2010 Sikorsky and the Canadian government signed contract amendments that
revised the delivery schedule and
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contract specifications, and established the requirements for the first six interim aircraft to enable initial operational test and
evaluation activities. The amendments also included modifications to the liquidated damages schedule, readjustment of payment
schedules, resolution of open disputes and other program enhancements. Sikorsky recognized revenue in 2011 upon completing a
significant milestone for work related to four interim configuration helicopters. Delivery of the final configuration aircraft is scheduled
to begin in 2012. These aircraft will require further software testing and upgrades before full mission capability can be achieved.
Sikorsky is in discussions with the Canadian government concerning the need for additional interim aircraft, schedules to complete
remaining work, and the resolution of open disputes.

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

Sales to the U.S. government were 68 percent of total Sikorsky segment sales in both 2011 and 2010. Sales generated by
Sikorsky’s international operations, including U.S. export sales, were 34 percent and 33 percent of total Sikorsky segment sales in
2011 and 2010, respectively. At December 31, 2011, Sikorsky's backlog was $9.4 billion, including $4.1 billion of U.S. government-
funded contracts and subcontracts. At December 31, 2010, these amounts were $9.3 billion and $4.2 billion, respectively. Of the
total Sikorsky backlog at December 31, 2011, approximately $4.9 billion is expected to be realized as sales in 2012.

Other

UTC Power is a world leader in the application of fuel cell technology for stationary and transportation applications. UTC
Power delivered more than 280 of its 200kW phosphoric acid fuel cell power plants for stationary installations since 1992 before
ceasing production of this model. In 2009, UTC Power began delivery of its newly-designed 400kW phosphoric acid fuel cell. To
date, UTC Power has delivered more than 50 of these 400kW units to customers worldwide. This new fuel cell is expected to have
greater durability than any other large stationary fuel cell currently available in the market. UTC Power’s automotive and bus
transportation fuel cell power plants are based on proton exchange membrane (PEM) technology. PureMotion 120 power plants are
currently used in revenue service in transit bus applications in Connecticut, California and Europe. UTC Power is currently
developing PEM fuel cells for submarine applications.

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

In December 2010, we completed the acquisition of Clipper Windpower Plc (Clipper), a California-based wind turbine
manufacturer. This investment is intended to expand our power generation portfolio and allow us to participate in the wind power
business by leveraging our expertise in blade technology, turbines and gearbox design.

The results of UTC Power and Clipper are included in the “Eliminations and other” category in the segment financial data in
Note 18 to the Consolidated Financial Statements in our 2011 Annual Report.

Other Matters Relating to Our Business as a Whole

Competition and Other Factors Affecting Our Busines ses

As worldwide businesses, our operations can be affected by a variety of economic, industry and other factors, including those
described in this section, in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in
our 2011 Annual Report, in Item 1, “Cautionary Note Concerning Factors That May Affect Future Results,” and in Item 1A, “Risk
Factors” in this Form 10-K. Each business unit is subject to significant competition from a large number of companies in the United
States and other countries, and each competes on the basis of price, delivery schedule, product performance and service.

Our aerospace businesses are subject to substantial competition from domestic manufacturers, foreign manufacturers (whose
governments sometimes provide research and development assistance, marketing subsidies and other assistance for certain of
their commercial products) and companies that obtain regulatory agency approval to manufacture spare parts. In particular, Pratt &
Whitney experiences intense competition for new commercial airframe/engine combinations. Engine suppliers may offer substantial
discounts and other financial incentives, performance and operating cost guarantees, participation in financing arrangements and
maintenance agreements. For information regarding customer financing commitments, participation in guarantees of customer
financing arrangements and performance and operating cost guarantees of Pratt & Whitney, see Notes 4, 14 and 15 to the
Consolidated Financial Statements in our 2011 Annual Report. Customer selections of engines and components can also have a
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significant impact on later sales of parts and services. In addition, the U.S. government’s and other governments’ policies of
purchasing parts from suppliers other than the original equipment manufacturer affect military spare parts sales. Significant
elements of our aerospace businesses, such as spare parts sales for engines and aircraft in service, have short lead times.
Therefore, backlog information may not be indicative of future demand. Pratt & Whitney’s major competitors in the sale of engines
are GE Aviation, Rolls-Royce, Honeywell and Turbomeca.

Research and Development

Because changes in technology can have a significant impact on our operations and competitive position, we spend
substantial amounts of our own funds on research and development. These expenditures, which are charged to expense as
incurred, were $2.1 billion or 3.5 percent of total sales in 2011, as compared with $1.7 billion or 3.2 percent of total sales in 2010
and $1.6 billion or 3.0 percent of total sales in 2009. We also perform research and development work under contracts funded by
the U.S. government and other customers. This contract research and development, which is performed in our aerospace
businesses, amounted to $1.9 billion in 2011, as compared to $2.0 billion in 2010 and $2.1 billion in 2009. These contract research
and development costs include amounts that are expensed as incurred, through cost of products sold, and amounts that are
capitalized into inventory to be subsequently recovered through production shipments. Of the total contract research and
development costs, $1.8 billion, $1.9 billion and $2.1 billion were expensed in 2011, 2010 and 2009, respectively. The remaining
costs have been capitalized.

U.S. Government Contracts

U.S. government contracts are subject to termination by the government, either for the convenience of the government or for
default as a result of our failure to perform under the applicable contract. In the case of a termination for convenience, we would
normally be entitled to reimbursement for our allowable costs incurred, plus termination costs and a reasonable profit. If terminated
by the government as a result of our default, we could be liable for additional costs the government incurs in acquiring undelivered
goods or services from another source and any other damages it suffers. Most of our U.S. government sales are made under fixed-
price type contracts, while approximately $2.6 billion or 4.5 percent of our total sales for 2011 were made under cost-
reimbursement type contracts.

Our contracts with the U.S. government are also subject to audits. Like many defense contractors, we have received audit
reports from the U.S. government which recommend that we reduce certain contract prices because cost or pricing data we
submitted in negotiation of the contract prices or cost accounting practices may not have conformed to government regulations.
Some of these audit reports have recommended substantial reductions. We have made voluntary refunds in those cases we
believe appropriate, have settled some allegations and continue to litigate certain cases. For further discussion of risks related to
government contracting, see the discussion in Item 1A, “Risk Factors” and Item 3, “Legal Proceedings,” in this Form 10-K and Note
17 to the Consolidated Financial Statements in our 2011 Annual Report for further discussion.

Compliance with Environmental and Other Government Regulations

Our operations are subject to and affected by environmental regulation by federal, state and local authorities in the United
States and regulatory authorities with jurisdiction over our foreign operations. We have incurred and will likely continue to incur
liabilities under various government statutes for the cleanup of pollutants previously released into the environment. We do not
anticipate that compliance with current provisions relating to the protection of the environment or that any payments we may be
required to make for cleanup liabilities will have a material adverse effect upon our cash flows, competitive position, financial
condition or results of operations. Environmental matters are further addressed in “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and Notes 1 and 17 to the Consolidated Financial Statements in our 2011 Annual
Report.

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

In addition, we could be affected by future laws or regulations imposed in response to concerns over climate change.
Changes in climate change concerns, or in the regulation of such concerns, including greenhouse gas emissions, could subject us
to additional costs and restrictions, including compliance costs and increased energy and raw materials costs.

We conduct our businesses through subsidiaries and affiliates worldwide. Changes in legislation or government policies can
affect our worldwide operations. For example, governmental regulation of refrigerants and energy efficiency standards, elevator
safety codes and fire safety regulations are important to the businesses of Carrier, Otis and UTC Fire & Security, respectively, while
government safety and performance regulations, restrictions on aircraft engine noise and emissions and government procurement
practices can impact our aerospace businesses.



Table of Contents

Intellectual Property and Raw Materials and Supplie s

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

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

Employees and Employee Relations

At December 31, 2011, our total number of employees was approximately 199,900, approximately 65 percent of which
represents employees based outside the United States. During 2011, we negotiated or concluded 31 domestic collective bargaining
agreements, the largest of which covered certain workers at Carrier. In 2012, numerous collective bargaining agreements are
subject to renegotiation, the largest of which cover certain workers at Carrier and Otis. Although some previous contract
renegotiations have had a significant impact on our financial condition or results of operations, particularly at Sikorsky, we do not
anticipate that the renegotiation of these contracts will have a material adverse effect on our cash flows, competitive position,
financial condition or results of operations. For discussion of the effects of our restructuring actions on employment, see Item 1A,
“Risk Factors” and Item 3, “Legal Proceedings” in this Form 10-K and under “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and Note 12 to the Consolidated Financial Statements in our 2011 Annual Report.

For a discussion of other matters which may affect our cash flows, competitive position, financial condition or results of
operations, including the risks of our international operations, see the further discussion under the headings “General” and
“Description of Business by Segment” in this section, Item 1A, “Risk Factors” in this Form 10-K, and under “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” in our 2011 Annual Report.

Cautionary Note Concerning Factors That May Affect Future Results

This Form 10-K contains statements which, to the extent they are not statements of historical or present fact, constitute
“forward-looking statements” under the securities laws. From time to time, oral or written forward-looking statements may also be
included in other materials released to the public. These forward-looking statements are intended to provide management’s current
expectations or plans for our future operating and financial performance, based on assumptions currently believed to be valid.
Forward-looking statements can be identified by the use of words such as “believe,” “expect,” “expectations,” “plans,” “strategy,”
“prospects,” “estimate,” “project,” “target,” “anticipate,” “will,” “should,” “see,” “guidance,” “confident” and other words of similar
meaning in connection with a discussion of future operating or financial performance. Forward-looking statements may include,
among other things, statements relating to future sales, earnings, cash flow, results of operations, uses of cash and other measures
of financial performance. All forward-looking statements involve risks, uncertainties and other factors that may cause actual results
to differ materially from those expressed or implied in the forward-looking statements. Such risks, uncertainties and other factors
include, without limitation:

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

. in respect of our recently announced agreement to acquire Goodrich and Pratt & Whitney’s recently announced
transactions with Rolls-Royce, the satisfaction of conditions precedent to, and consummation of, the proposed
transactions, the timing of consummation of the proposed transactions, the timing and consummation of proposed
financing in connection with the proposed transactions, and the ability of the parties to secure regulatory approvals, and
in the case of the Goodrich transaction, the approval of Goodrich’s shareholders, in a timely manner;
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. in respect of our recently announced agreement to acquire Goodrich, our ability to integrate the acquired operations and
to realize synergies and opportunities for growth and innovation;

. our ability to realize the intended benefits of recently announced organizational changes;
. future levels of indebtedness and capital spending and research and development spending;

. future availability of credit and factors that may affect such availability, including credit market conditions and our capital
structure;

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

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

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

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

. the outcome of legal proceedings and other contingencies;

. future repurchases of our common stock;

. pension plan assumptions and future contributions; and

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

In addition, this Form 10-K includes important information as to risks, uncertainties and other factors that may cause actual
results to differ materially from those expressed or implied in the forward-looking statements. See the “Notes to Consolidated
Financial Statements” under the heading “Contingent Liabilities,” the section titled “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” under the headings “Business Overview,” “Critical Accounting Estimates,” “Results
of Operations,” and “Liquidity and Financial Condition,” and the section titled “Risk Factors.” This Form 10-K also includes important
information as to these factors in the “Business” section under the headings “General,” “Description of Business by Segment” and
“Other Matters Relating to Our Business as a Whole,” and in the “Legal Proceedings” section. Additional important information as to
these factors is included in our 2011 Annual Report in the section titled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” under the headings “Environmental Matters” and “Restructuring Costs.” The forward-looking
statements speak only as of the date of this report or, in the case of any document incorporated by reference, the date of that
document. We undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise, except as required by applicable law. Additional information as to factors that may cause
actual results to differ materially from those expressed or implied in the forward-looking statements is disclosed from time to time in
our other filings with the SEC.

Iltem 1A. Risk Factors

Our business, financial condition, operating results and cash flows can be impacted by the factors set forth below, any one of
which could cause our actual results to vary materially from recent results or from our anticipated future results.

Our Global Growth Is Subject to a Number of Economic Risks

In 2011, the global economy improved as compared to 2010 and continued to show signs of a gradual recovery from the
significant downturn of 2008 and 2009 when the global economy experienced widespread recessionary conditions, record levels of
unemployment, significant distress of financial institutions, extreme volatility in security prices, severely diminished liquidity and
credit availability, rating downgrades of certain investments and declining valuations of others. However, despite positive economic
indicators seen in the beginning of 2011, uncertainty continues to exist as to the overall rate and stability of the recovery. Global
gross domestic product growth continues to be led by emerging markets, particularly in Brazil, Russia, India and China, while in the
developed economies, particularly in Europe, the recovery remains uncertain due to persistent high unemployment in the U.S. and
Europe, a weak U.S. and European housing market, government budget reduction plans the unwinding of fiscal stimuli and
concerns over the deepening European sovereign debt crisis. As a result, further disruptions in Europe or in other economies could
affect our sales or liquidity.
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Although consumer confidence in the U.S. has improved since the economic downturn, it still remains low, while, as
mentioned above, unemployment remains high and the housing market remains depressed. There can be no assurance that any of
the recent economic improvements will be broad-based and sustainable, or that they will enhance conditions in markets relevant to
us. Further, there can be no assurance that we will not experience further adverse effects that may be material to our cash flows,
competitive position, financial condition, results of operations, or our ability to access capital. While these economic developments
have not impaired our ability to access credit markets and finance our operations to date, there can be no assurance that there will
not be a further deterioration in financial markets and confidence in major economies. These economic developments affect
businesses such as ours in a number of ways. The tightening of credit in financial markets adversely affects the ability of our
customers and suppliers to obtain financing for significant purchases and operations and could result in a decrease in or
cancellation of orders for our products and services as well as impact the ability of our customers to make payments. Similarly, this
tightening of credit may adversely affect our supplier base and increase the potential for one or more of our suppliers to experience
financial distress or bankruptcy. Our global business is also adversely affected by decreases in the general level of economic
activity, such as decreases in business and consumer spending, air travel, construction activity, the financial strength of airlines and
business jet operators, and government procurement. Strengthening of the rate of exchange for the U.S. Dollar against certain
major currencies such as the Euro, the Canadian Dollar and other currencies also adversely affects our results, as the majority of
our sales are non-U.S. based.

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

The results of our commercial and industrial businesses, which generated approximately 58 percent of our consolidated net
sales in 2011, are influenced by a number of external factors including fluctuations in residential and commercial construction
activity, regulatory changes, interest rates, labor costs, foreign currency exchange rates, customer attrition, raw material and
energy costs, the tightening of global credit markets and other global and political factors. For example, a slowdown in building and
remodeling activity can adversely affect Carrier's business. In addition to these factors, Carrier’s financial performance can also be
influenced by production and utilization of transport equipment and, particularly in its residential business, weather conditions.

The results of our commercial and military aerospace businesses, which generated approximately 42 percent of our
consolidated net sales in 2011, are directly tied to the economic conditions in the commercial aviation and defense industries,
which are cyclical in nature. Although the operating environment currently faced by commercial airlines has shown signs of gradual
improvement in 2011, uncertainty continues to exist. As a result, financial difficulties, including bankruptcy, of one or more of the
major commercial airlines could result in significant cancellations of orders, reductions in our aerospace sales and losses under
existing contracts. In addition, capital spending and demand for aircraft engines, aerospace products and component aftermarket
parts and service by commercial airlines, aircraft operators and aircraft manufacturers are influenced by a wide variety of factors,
including current and predicted traffic levels, load factors, aircraft fuel pricing, labor issues, worldwide airline profits, airline
consolidation, competition, the retirement of older aircraft, regulatory changes, terrorism and related safety concerns, general
economic conditions, corporate profitability, and backlog levels, all of which could reduce the demand for air travel and the
aftermarket sales and margins of our aerospace businesses. Future terrorist actions, pandemic health issues or major natural
disasters could dramatically reduce both the demand for air travel and our aerospace businesses aftermarket sales and margins.
Also, since a substantial portion of the backlog for commercial aerospace customers is scheduled for delivery beyond 2012,
changes in economic conditions may cause customers to request that firm orders be rescheduled or canceled. At times, our
aerospace businesses also enter into firm fixed-price development contracts, which may require us to bear cost overruns related to
unforeseen technical and design challenges that arise during the development stage of the program. In addition, our aerospace
businesses face intense competition from domestic and foreign manufacturers of new equipment and spare parts. The defense
industry is also affected by a changing global political environment, continued pressure on U.S. and global defense spending and
U.S. foreign policy and the level of activity in military flight operations. Spare parts sales and aftermarket service trends are affected
by similar factors, including usage, pricing, technological improvements, regulatory changes and the retirement of older aircraft.
Furthermore, because of the lengthy research and development cycle involved in bringing products in these business segments to
market, we cannot predict the economic conditions that will exist when any new product is complete. A reduction in capital
spending in the commercial aviation or defense industries could have a significant effect on the demand for our products, which
could have a material adverse effect on our competitive position, results of operations, cash flows or financial condition.

Our Business May Be Affected by Government Contracting Risks

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

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

We conduct our business on a global basis, with approximately 61 percent of our total 2011 segment sales derived from
international operations, including U.S. export sales. Changes in local and regional economic conditions, including fluctuations in
exchange rates, may affect product demand and reported profits in our non-U.S. operations (primarily the commercial businesses),
where transactions are generally denominated in local currencies. In addition, currency fluctuations may affect the prices we pay
suppliers for materials used in our products. As a result, our operating margins may also be negatively impacted by worldwide
currency fluctuations that result in higher costs for certain cross border transactions. Our financial statements are denominated in
U.S. Dollars. Accordingly, fluctuations in exchange rates may also give rise to translation gains or losses when financial statements
of non-U.S. operating units are translated into U.S. Dollars. Given that the majority of our sales are non-U.S. based, a
strengthening of the U.S. Dollar against other major foreign currencies could adversely affect our results of operations.

The majority of sales in the aerospace businesses are transacted in U.S. Dollars, consistent with established industry practice,
while the majority of costs at locations outside the United States are incurred in the applicable local currency (principally the Euro,
the Canadian Dollar, and the Polish Zloty). For operating units with U.S. Dollar sales and local currency costs, there is a foreign
currency exposure that could impact our results of operations depending on market changes in the exchange rate of the U.S. Dollar
against the applicable foreign currencies. To manage certain exposures, we employ long-term hedging strategies associated with
U.S. Dollar sales. See Note 1 and Note 13 to the Consolidated Financial Statements in our 2011 Annual Report for a discussion of
our hedging strategies.

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

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

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

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

We seek to grow through strategic acquisitions in addition to internal growth. In the past several years, we have made various
acquisitions and have entered into joint venture arrangements intended to complement and expand our businesses, and expect to
do so in the future. For example, on September 21, 2011, we announced an agreement to acquire Goodrich and on October 12,
2011, Pratt & Whitney announced that Rolls-Royce will sell its interests in IAE to Pratt & Whitney. Further, on October 12, 2011
Pratt & Whitney and Rolls-Royce also announced an agreement to form a new joint venture to develop new engines to power the
next generation of 120 to 230 passenger mid-size aircraft that will replace the existing fleet of mid-size aircraft currently in service
or in development. Our due diligence reviews may not identify all of the material issues necessary to accurately estimate the cost
and potential loss contingencies of a particular transaction, including potential exposure to regulatory sanctions resulting from an
acquisition target’s previous activities. We may incur unanticipated costs or expenses, including post-closing asset impairment
charges, expenses associated with eliminating duplicate facilities, litigation, and other liabilities. We also may encounter difficulties
in integrating acquisitions with our operations, applying our internal controls processes to these acquisitions, or in managing
strategic investments. Additionally, we may not realize the degree or timing of benefits we anticipate when we first enter into a
transaction. In addition, the success of our pending acquisition of Goodrich and Pratt & Whitney’s recently announced transactions
with Rolls-Royce plc will depend on the satisfaction of conditions precedent to, and consummation of, the proposed transactions,
the timing of consummation of the proposed transactions, and the ability of the parties to secure regulatory approvals, and in the
case of the Goodrich transaction, the approval of Goodrich’s shareholders, in a timely manner. Any of the foregoing could adversely
affect our business and results of operations. In addition, accounting requirements relating to business combinations, including the
requirement to expense certain acquisition costs as incurred, may cause us to incur greater earnings volatility and generally lower
earnings during periods in which we acquire new businesses. Furthermore, we make strategic divestitures from time to time. These
divestitures may result in continued financial involvement in the divested businesses, such as through guarantees or other financial
arrangements, following the transaction. Under these arrangements, nonperformance by those divested businesses could result in
obligations imposed on us and could affect our future financial results.

We May Not Complete the Goodrich Acquisition or Complete the Acquisition Within the Time Frame We Anticipate; The
Acquired Business May Underperform Relative to our Expectations; The Transaction May Cause Our Financial Results to
Differ From Our Expectations or the Expectations of the Investment Community; We May Not Be Able to Achieve
Anticipated Cost Savings or Other Anticipated Synergies.

The Goodrich acquisition is subject to a number of closing conditions, as described above, and the completion of the
transaction is subject to a number of risks and uncertainties. The unpredictability of the business and regulatory conditions affecting
the industries in which we and Goodrich operate, the uncertainty of regulatory approvals, the requirement that the merger
agreement be adopted by the holders of at least two-thirds of the outstanding shares of Goodrich common stock, and other risks
and uncertainties may adversely affect our ability to complete the acquisition or complete the acquisition within the time frame we
anticipate.

In addition, if the acquisition is consummated, the success of the acquisition will depend, in part, on our ability to realize the
anticipated synergies, cost savings and growth opportunities from the integration of Goodrich with our existing businesses. The
integration process may be complex, costly and time-consuming. The potential difficulties of integrating the operations of Goodrich
and realizing our expectations for the acquisition include, among others:

. failure to implement our business plan for the combined business;
. unanticipated issues in integrating manufacturing, logistics, information, communications and other systems;
. unanticipated changes in applicable laws and regulations;

. unanticipated changes in the combined business due to potential divestitures or other requirements imposed by antitrust
regulators;

. retaining key customers, suppliers and employees;
. retaining and obtaining required regulatory approvals, licenses and permits;
. operating risks inherent in the Goodrich business and our business;

. the impact on our internal controls and compliance with the regulatory requirements under the Sarbanes-Oxley Act of
2002; and

. other unanticipated issues, expenses and liabilities.
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We Have Outstanding Debt and We Will Incur Significant Transaction- and Acquisition-Related Costs in Connection With
Financing the Acquisition of Goodrich; Our Debt Will Increase As A Result of the Acquisition and Any Incurrence of
Indebtedness In Connection With the Acquisition, and Will Increase If We Incur Additional Debt in the Future and Do Not
Retire Existing Debt.

We have outstanding debt and other financial obligations and significant unused borrowing capacity. As of December 31,
2011, we had approximately $10.3 billion of total debt on a consolidated basis. We anticipate that Goodrich will have approximately
$1.9 billion of net debt as of the closing of the acquisition of Goodrich, and we further anticipate incurring significant additional debt
in connection with the financing of the acquisition. Our debt level and related debt service obligations could have negative
consequences, including:

. requiring us to dedicate significant cash flow from operations to the payment of principal and interest on our debt, which
would reduce the funds we have available for other purposes, such as acquisitions;

. reducing our flexibility in planning for or reacting to changes in our business and market conditions; and
. exposing us to interest rate risk since a portion of our debt obligations are at variable rates.

We may incur significantly more debt in the future. If we add new debt and do not retire existing debt, the risks described
above could increase.

Our current global and domestic revolving credit facilities impose restrictions on us, including certain restrictions on our ability
to incur liens on our assets. Our current revolving credit facilities are available for general corporate purposes. There are currently
no amounts outstanding under our credit facilities. Our long-term debt obligations include covenants that may adversely affect our
ability to incur certain secured indebtedness or engage in certain types of sale and leaseback transactions. Our ability to comply
with these restrictions and covenants may be affected by events beyond our control. If we breach any of these restrictions or
covenants and do not obtain a waiver from the lenders, then, subject to applicable cure periods, our outstanding indebtedness
could be declared immediately due and payable.

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

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

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

We are subject to a variety of litigation, tax and legal compliance risks. These risks include, among other things, possible
liability relating to product liability matters, personal injuries, intellectual property rights, contract-related claims, government
contracts, taxes, environmental matters and compliance with U.S. and foreign export laws, competition laws and laws governing



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

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

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

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

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

Our Financial Performance May Be Adversely Affected By Information Technology and Other Business Disruptions

Our business may be impacted by disruptions, including information technology attacks or failures, threats to physical security,
as well as damaging weather or other acts of nature, pandemics or other public health crises. Cybersecurity attacks, in particular,
are evolving and include, but are not limited to, malicious software, attempts to gain unauthorized access to data, and other
electronic security breaches that could lead to disruptions in systems, unauthorized release of confidential or otherwise protected
information and corruption of data. We have experienced cybersecurity attacks in the past and may experience them in the future,
potentially with more frequency. We believe that we have adopted appropriate measures to mitigate potential risks to our
technology and our operations from these information technology-related and other potential disruptions. However, given the
unpredictability of the timing, nature and scope of such disruptions, we could potentially be subject to production downtimes,
operational delays, other detrimental impacts on our operations or ability to provide products and services to our customers, the
compromising of confidential or otherwise protected information, destruction or corruption of data, security breaches, other
manipulation or improper use of our systems and networks, financial losses from remedial actions, loss of business or potential
liability, and/or damage to our reputation, any of which could have a material adverse effect on our cash flows, competitive position,
financial condition or results of operations.

We Depend On Our Intellectual Property, and Have Access to Certain Intellectual Property and Information of Our
Customers and Suppliers; Infringement or Failure to Protect Our Intellectual Property Could Adversely Affect Our Future
Growth and Success



We rely on a combination of patents, trademarks, copyrights, trade secrets, nondisclosure agreements, information technology
security systems and other measures to protect our proprietary intellectual property. We also rely on nondisclosure agreements,
information technology security systems and other measures to protect certain customer and supplier information and intellectual
property that we have in our possession or to which we have access. Our efforts to protect intellectual property and proprietary

rights may not be sufficient. We cannot be sure that our pending patent applications will result in the issuance of patents to us, that
patents

16



Table of Contents

issued to or licensed by us in the past or in the future will not be challenged or circumvented by competitors, or that these patents
will be found to be valid or sufficiently broad to preclude our competitors from introducing technologies similar to those covered by
our patents and patent applications. In addition, our ability to enforce and protect our intellectual property rights may be limited in
certain countries outside the United States, which could make it easier for competitors to capture market position in such countries
by utilizing technologies that are similar to those developed or licensed by us. We may also be subject to disruptions, losses and

liability resulting from various cybersecurity attacks or information technology failures. Cybersecurity attacks, in particular, are

evolving and include, but are not limited to, malicious software, attempts to gain unauthorized access to data, and other electronic
security breaches that could lead to disruptions in systems, unauthorized release of confidential or otherwise protected information
and corruption of data. We have experienced cybersecurity attacks in the past and may experience them in the future, potentially

with more frequency.

Any of these events or factors could diminish or cause us to lose the competitive advantages associated with our intellectual

property, subject us to judgments, penalties and significant litigation costs or temporarily or permanently disrupt our sales and
marketing of the affected products or services. Any of the foregoing could have a material adverse effect on our competitive

position, results of operations, cash flows or financial condition.

ltem 1B. Unresolved Staff Comments

None.

Item 2. Pro perties

Location

Manufacturing:
North America
Europe & Middle East
Asia
Emerging Markets*

Non-Manufacturing:
North America
Europe & Middle East
Asia
Emerging Markets*

Location

Manufacturing:
North America
Europe & Middle East
Asia
Emerging Markets*

Non-Manufacturing:
North America
Europe & Middle East
Asia
Emerging Markets*

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

Number of Facilities - Owned

UTC Fire & Pratt & Hamilton

Otis Carrier Security Whitney Sundstrand Sikorsky Other Total
— 8 5 30 20 8 — 71
7 6 7 3 18 — — 41

3 1 — 6 2 1 — 13
11 13 6 8 9 1 — 48
21 28 18 47 49 10 — 173
4 7 4 34 4 2 13 68
15 12 4 — 1 — — 32
1 1 5 1 — — — 8

5 9 4 2 2 — — 22
25 29 17 37 7 2 13 130

Number of Facilities - Leased
UTC Fire & Pratt & Hamilton

Otis Carrier Security Whitney Sundstrand Sikorsky Other Total
1 2 4 16 8 16 2 49
— — 11 1 9 1 1 23
— — — 4 2 — — 6
4 — 10 — 7 — — 21

5 2 25 21 26 17 3 99

5 26 20 15 4 8 7 85
11 23 18 — — — — 52
3 6 7 1 — — — 17

6 5 7 1 1 — — 20
25 60 52 17 5 8 7 174
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Our fixed assets as of December 31, 2011 include manufacturing facilities and non-manufacturing facilities such as
warehouses set forth in the tables above and a substantial quantity of machinery and equipment, most of which are general
purpose machinery and equipment using special jigs, tools and fixtures and in many instances having automatic control features
and special adaptations. The facilities, warehouses, machinery and equipment in use as of December 31, 2011 are in good
operating condition, are well-maintained and substantially all are in regular use.

Item 3. Legal Proceedings

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

As previously disclosed, on February 21, 2007, the European Commission’s Competition Directorate (EU Commission) ruled
that Otis’ subsidiaries in Belgium, Luxembourg and the Netherlands, and a portion of the business of Otis’ German subsidiary,
violated European Union (EU) competition rules and assessed a € 225 million (approximately $300 million) civil fine against Otis, its
relevant local entities, and UTC, which was paid during 2007. In May 2007, we filed an appeal of the decision with the General
Court of the European Court of Justice (General Court). On July 13, 2011, the General Court rejected our appeal. On
September 23, 2011, we filed an appeal of the judgment with the European Court of Justice.

As previously disclosed, in December 2008, the U.S. Department of Defense (DOD) issued a contract claim against Sikorsky
to recover overpayments the DOD alleges it has incurred since January 2003 in connection with cost accounting changes approved
by the DOD and implemented by Sikorsky in 1999 and 2006. These changes relate to the calculation of material overhead rates in
government contracts. The DOD claims that Sikorsky’s liability is approximately $92 million (including interest through December
2011). We believe this claim is without merit, and Sikorsky filed an appeal in December 2009 with the U.S. Court of Federal Claims,
which is pending. We do not believe the resolution of this matter will have a material adverse effect on our competitive position,
results of operations, cash flows or financial condition.

A significant portion of our activities are subject to export control regulation by the U.S. Department of State (State
Department) under the U.S. Arms Export Control Act and International Traffic in Arms Regulations (ITAR). From time to time, we
identify, investigate, remediate and voluntarily disclose to the State Department’s Office of Defense Trade Controls Compliance
(DTCC) potential violations of the ITAR. DTCC administers the State Department’s authority under the ITAR to impose civil
penalties and other administrative sanctions for violations, including debarment from engaging in the export of defense articles or
defense services. Most of our voluntary disclosures are resolved without the imposition of penalties or other sanctions. However, in
November 2011, DTCC informed us that it considers certain of our voluntary disclosures filed since 2005 to reflect deficiencies
warranting penalties and sanctions. We are currently in discussions with DTCC to reach a consent agreement, which we anticipate
will provide for a payment by the Company and commitments regarding additional remedial compliance efforts.

The voluntary disclosures that we anticipate will be addressed in the consent agreement currently under discussion include
2006 and 2007 disclosures regarding the export by Hamilton Sundstrand to P&WC of certain modifications to dual-use electronic
engine control software, and the re-export by P&WC of those software modifications and subsequent P&WC-developed patches to
China during the period 2002-2004 for use in the development of the Z-10 Chinese military helicopter. The DOJ has also separately
conducted a criminal investigation of the matters addressed in these disclosures, as well as the accuracy and adequacy of the
disclosures. We have been cooperating with the DOJ’s investigation. Since November 2011, we have been in discussions with the
DOJ to resolve this matter.

We continue to evaluate the range of possible outcomes of these separate but related export compliance matters, and have
recognized a potential liability at December 31, 2011 of $45 million. We are currently unable to predict the precise timing or
outcome of the discussions. We do not believe the ultimate resolution of these matters, individually or collectively, will have a
material adverse effect on our competitive position, results of operations, cash flows or financial condition.
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Like many other industrial companies in recent years, we or our subsidiaries are named as a defendant in lawsuits alleging
personal injury as a result of exposure to asbestos integrated into certain of our products or premises. While we have never
manufactured asbestos and no longer incorporate it in any currently-manufactured products, certain of our historical products, like
those of many other manufacturers, have contained components incorporating asbestos. A substantial majority of these asbestos-
related claims have been covered by insurance or other forms of indemnity or have been dismissed without payment. The
remainder of the closed cases have been resolved for amounts that are not material individually or in the aggregate. Based on the
information currently available, we do not believe that resolution of these asbestos-related matters will have a material adverse
effect upon our competitive position, results of operations, cash flows or financial condition.

We are also subject to a number of routine lawsuits, investigations and claims (some of which involve substantial amounts)
arising out of the ordinary course of our business. We do not believe that these matters will have a material adverse effect upon our
competitive position, results of operations, cash flows or financial condition.

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

Item 4. Mine Safety Disclosures
Not applicable.

PART Il

Item 5. Market for Registrant 's Common Equity, Related Stockholder Matters and Is ~ suer Purchases of Equity
Securities

The Performance Graph and Comparative Stock Data appearing in our 2011 Annual Report containing the following data
relating to our common stock: shareholder return, principal market, quarterly high and low sales prices, approximate number of
shareowners and frequency and amount of dividends, are hereby incorporated by reference. The information required by Item 5
with respect to securities authorized for issuance under equity compensation plans is incorporated herein by reference to Part lll,
Item 12 of this Form 10-K.

Issuer Purchases of Equity Securities

We did not make any repurchases of our common stock under the current share repurchase program during the three months
ended December 31, 2011, and there were no shares reacquired in transactions outside the program during the three months
ended December 31, 2011. Under the current program, which was announced on March 10, 2010 and which authorizes the
repurchase of up to 60 million shares of our common stock, shares may be purchased on the open market, in privately negotiated
transactions and under plans complying with Rules 10b5-1 and 10b-18 under the Securities Exchange Act of 1934, as amended. In
connection with our pending acquisition of Goodrich, on September 30, 2011 we announced that we will suspend additional share
repurchases until at least September 30, 2012, and will significantly reduce repurchases for two years thereafter. The number of
remaining shares remaining for purchase under the current program is approximately 6,937,000. We may, however, continue to
reacquire shares outside of this program from time to time in connection with the surrender of shares to cover taxes on the vesting
of restricted stock.

Item 6. Selected Financial Data

The Five-Year Summary appearing in our 2011 Annual Report is hereby incorporated by reference. See “Notes to
Consolidated Financial Statements” in our 2011 Annual Report for a description of any accounting changes and acquisitions or
dispositions of businesses materially affecting the comparability of the information reflected in the Five-Year Summary.

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

We hereby incorporate by reference in this Form 10-K the section titled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in our 2011 Annual Report.
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ltem 7A.  Quantitative and Qualitative Disclosures About Mark et Risk

For information concerning market risk sensitive instruments, see discussion under the heading “Market Risk and Risk
Management” in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our 2011 Annual
Report and under the heading “Foreign Exchange and Hedging Activity” in Note 1 and Note 13 to the Consolidated Financial
Statements in our 2011 Annual Report.

Item 8. Financial Statements and Supplementary Data

The 2011 and 2010 Consolidated Balance Sheet, and other financial statements for the years 2011, 2010 and 2009, together
with the report thereon of PricewaterhouseCoopers LLP dated February 9, 2012 in our 2011 Annual Report are incorporated by
reference in this Form 10-K. The 2011 and 2010 unaudited Selected Quarterly Financial Data appearing in our 2011 Annual Report
is incorporated by reference in this Form 10-K.

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

ltem 9A. Controls and Procedures

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

Our management is responsible for establishing and maintaining adequate internal control over financial reporting. Internal
control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external reporting purposes in accordance with accounting principles generally
accepted in the United States of America. Because of its inherent limitations, internal control over financial reporting may not
prevent or detect misstatements. Our management has assessed the effectiveness of our internal control over financial reporting as
of December 31, 2011. In making its assessment, management has utilized the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission in its Internal Control—Integrated Framework , released in 1992 . Our management
has concluded that based on its assessment, our internal control over financial reporting was effective as of December 31, 2011.
The effectiveness of our internal control over financial reporting as of December 31, 2011 has been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their report which appears in our
2011 Annual Report.

There has been no change in our internal control over financial reporting during the quarter ended December 31, 2011 that
has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

ltem 9B.  Other Information
None.

PART IlI
Iltem 10.  Directors, Executive Officers and Corporate Governa  nce

The information required by Iltem 10 with respect to directors, the Audit Committee of the Board of Directors and audit
committee financial experts is incorporated herein by reference to the sections of our Proxy Statement for the 2012 Annual Meeting
of Shareowners titled “General Information Concerning the Board of Directors,” “Nominees,” and “Committees of the Board” (under
the subheadings “The Audit Committee” and “The Committee on Nominations and Governance”).
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Executive Officers of the Registrant

The following persons are executive officers of United Technologies Corporation:

Age
Name Title Other Business Experience Since 1/1/2007 2/9/2012
Alain M. Bellemare President & Chief Operating Officer, President, Hamilton Sundstrand 50
UTC Propulsion & Aerospace Systems,  Corporation; President, Pratt &
(since September 2011) Whitney Canada
J. Thomas Bowler, Jr. Senior Vice President, Human Vice President, Human Resources, 59
Resources and Organization (since United Technologies Corporation
2007)
Louis R. Chénevert Director (since 2006), Chairman (since President and Chief Operating 54
2010), President (since 2006) & Chief Officer, United Technologies
Executive Officer (since 2008) Corporation; President, Pratt &
Whitney
Geraud Darnis President & Chief Executive Officer, President, Carrier Corporation 52
UTC Climate, Controls & Security,
(since September 2011)
Michael R. Dumais President, Hamilton Sundstrand (since Vice President of Operations, 45
September 2011) Hamilton Sundstrand; Vice
President & General Manager,
Customer Service, Hamilton
Sundstrand
Charles D. Gill Senior Vice President and General Vice President, General Counsel, a7
Counsel (since 2007) and Secretary, Carrier Corporation
Gregory J. Hayes Senior Vice President and Chief Vice President, Accounting and 51
Financial Officer (since 2008) Finance, United Technologies
Corporation
David P. Hess President, Pratt & Whitney (since President, Hamilton Sundstrand 56
2009) Corporation
Peter F. Longo Vice President, Controller (since Vice President, Finance, Hamilton 52
January 2011) Sundstrand Corporation
Didier Michaud-Daniel President, Otis Elevator (since 2008) President, Otis United Kingdom and 54
Central Europe Area, Otis Elevator
Jeffrey P. Pino President, Sikorsky Aircraft (since - 57
2006)
Thomas |. Rogan Vice President, Treasurer (since 2001) 59

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

designated.

Information concerning Section 16(a) compliance is incorporated herein by reference to the section of our Proxy Statement for
the 2012 Annual Meeting of Shareowners titled “Other Matters” under the heading “Section 16(a) Beneficial Ownership Reporting
Compliance.” We have adopted a code of ethics that applies to all our directors, officers, employees and representatives. This code
is publicly available on our website at http://www.utc.com/Governance/Ethics/Code+of+Ethics. Amendments to the code of ethics
and any grant of a waiver from a provision of the code requiring disclosure under applicable SEC rules will be disclosed on our
website. Our Corporate Governance Guidelines and the charters of our Board of Directors’ Audit Committee, Finance Committee,
Committee on Nominations and Governance, Public Issues Review Committee and Committee on Compensation and Executive
Development are available on our website at http://www.utc.com/Governance/Board+of+Directors. These materials may also be

requested in print free of charge by writing to our Investor Relations Department at United Technologies Corporation, United

Technologies Building, Investor Relations, Hartford, CT 06101.
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Item 11.  Executive Compensation

The information required by Iltem 11 is incorporated herein by reference to the sections of our Proxy Statement for the 2012
Annual Meeting of Shareowners titled “Executive Compensation” and “Director Compensation.”

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

The information relating to security ownership of certain beneficial owners and management and the Equity Compensation
Plan Information required by Item 12 is incorporated herein by reference to the sections of our Proxy Statement for the 2012 Annual
Meeting titled “Security Ownership of Directors, Nominees, Executive Officers and Certain Beneficial Owners” and “Equity
Compensation Plan Information.”

Equity Compensation Plan Information
The following table provides information as of December 31, 2011 concerning Common Stock issuable under UTC'’s equity
compensation plans.

()
Number of securities

(@) (b) remaining available for
Number of securities Weighted-average future issuance under
to be issued upon exercise exercise price of equity compensation plans
outstanding options,
of outstanding options, (excluding securities
Plan category warrants and rights warrants and rights reflected in column (a))
Equity compensation plans approved 55,113,000 $ 60.47 55,522,000 @
by shareowners
Equity compensation plans not
approved by shareowners 4,026,000® $ 43.00 0
Total 59,139,000 $ 59.20 55,522,000

(1) Consists of: (i) shares of Common Stock issuable upon the exercise of stock options awarded under the 1989 Long-Term
Incentive Plan (1989 LTIP), the 2005 Long-Term Incentive Plan, as amended (2005 LTIP) and the Non-Employee Director
Stock Option Plan (Non-Employee Director Plan); and (ii) shares of Common Stock issuable pursuant to outstanding restricted
share, restricted share unit and performance share unit awards, assuming performance at the target level. This amount
includes 811,000 restricted shares and restricted share units and 2,963,000 performance share units at the target level. Up to
an additional 2,963,000 shares could be issued if performance goals are achieved above target. The weighted average
exercise price of outstanding options, warrants and rights shown in column (b) takes into account only the shares identified in
clause (i).

(2) Represents as of December 31, 2011 the maximum number of shares of Common Stock remaining available for award. Stock
awards will result in a reduction in the number of shares of UTC Common Stock available for delivery under the 2005 LTIP in
an amount equal to 4.03 times the number of shares to which the award corresponds. Stock options and stock appreciation
rights do not constitute stock awards and will result in a reduction in the number of shares of UTC Common Stock available for
delivery under the 2005 LTIP on a one-for-one basis.

(3) Consists of stock options awarded under the UTC Employee Stock Option Plan. This Plan authorized the award of non-
qualified stock options to employees below the executive level considered to have the potential to contribute to the long-term
success of UTC. These options have a fixed option price equal to the fair market value of Common Stock on the date the
stock option was granted. Options vest three years after the grant date and have a ten-year term. Effective April 14, 2005, all
equity incentive compensation awards are provided under the shareowner-approved 2005 LTIP.

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

The information required by Item 13 is incorporated herein by reference to the sections of our Proxy Statement for the 2012
Annual Meeting titled “General Information Concerning the Board of Directors,” “Director Independence,” and “Other
Matters” (under the subheading “Transactions with Related Persons”).

Item 14.  Principal Accounting Fees and Services

The information required by Item 14 is incorporated by reference to the section of our Proxy Statement for the 2012 Annual
Meeting titled “Appointment of a Firm of Independent Registered Public Accountants to Serve as Independent Auditor for 2012,”
including the information provided in that section with regard to “Audit Fees,” “Audit-Related Fees,” “Tax Fees” and “All Other
Fees.”
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PART IV
Item 15.  Exhibits and Financial Statement Schedules
(@) Financial Statements, Financial Statement Schedules and Exhibits

(1) Financial Statements (incorporated herein by reference to the 2011 Annual Report):

Report of Independent Registered Public Accounting Firm

Consolidated Statement of Operations for the three years ended December 31, 2011
Consolidated Balance Sheet as of December 31, 2011 and 2010

Consolidated Statement of Cash Flows for the three years ended December 31, 2011
Consolidated Statement of Changes in Equity for the three years ended December 31, 2011
Notes to Consolidated Financial Statements

Selected Quarterly Financial Data (Unaudited)

(2) Financial Statement Schedule for the three years ended December 31, 2011

SCHEDULE I—Report of Independent Registered Public Accounting Firm on Financial Statement
Schedule

SCHEDULE Il—Valuation and Qualifying Accounts

Page Number in

Annual Report
29

30
31
32
33
35
62

Page Number in
Form 10-K

S-l

S-l

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

statements or the notes thereto.
(3) Exhibits:

The following list of exhibits includes exhibits submitted with this Form 10-K as filed with the SEC and those incorporated

by reference to other filings.
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Exhibit

Number

2.1

3(i)
3((ii)

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

Agreement and Plan of Merger, among United Technologies Corporation, Charlotte Lucas Corporation, and Goodrich
Corporation, dated as of September 21, 2011, incorporated by reference to Exhibit 2.1 to UTC’s Current Report on
Form 8-K (Commission file number 1-812) filed with the SEC on September 23, 2011.

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

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

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

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

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

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

United Technologies Corporation Senior Executive Severance Plan, incorporated by reference to Exhibit 10(vi) to
UTC’s Annual Report on Form 10-K (Commission file number 1-812) for the fiscal year ended December 31, 1992, as
amended by Amendment thereto, effective December 10, 2003, incorporated by reference to Exhibit 10.4 of UTC’s
Annual Report on Form 10-K (Commission file number 1-812) for the fiscal year ended December 31, 2003, and
Amendment thereto, effective June 11, 2008, incorporated by reference to Exhibit 10.4 of UTC’s Quarterly Report on
Form 10-Q (Commission file number 1-812) for the quarterly period ended June 30, 2008, and Amendment thereto,
dated February 4, 2011, incorporated by reference to Exhibit 10.4 to UTC’s Annual Report on Form 10-K (Commission
file number 1-812) for the fiscal year ended December 31, 2010.

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

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

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

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

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



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

10.11 United Technologies Corporation Executive Leadership Group Program, as amended and restated, effective June 10,
2009, incorporated by reference to Exhibit 10.7 to UTC’s Quarterly Report on Form 10-Q (Commission file number 1-
812) for the quarterly period ended September 30, 2009.
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10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

Schedule of Terms for Restricted Share Unit Retention Awards relating to the United Technologies Corporation
Executive Leadership Group Program (referred to above in Exhibit 10.11), effective December 22, 2010, incorporated by
reference to Exhibit 10.12 to UTC’s Annual Report on Form 10-K (Commission file number 1-812) for the fiscal year
ended December 31, 2010.

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

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

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

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

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

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

United Technologies Corporation 2005 Long-Term Incentive Plan, as amended and restated effective April 13, 2011,
incorporated by reference to Exhibit 10.1 to UTC’s Current Report on Form 8-K (Commission file number 1-812) filed
with the SEC on April 19, 2011.

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

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

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

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

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

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

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



10.27

10.28

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

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

10.30

10.31

10.32

10.33

11

12

13

14

21
23
24

31
32
101.INS

101.SCH

101.CAL

101.DEF

101.LAB

101.PRE

United Technologies Corporation International Deferred Compensation Replacement Plan, effective January 1, 2005,
incorporated by reference to Exhibit 10.35 of UTC’s Annual Report on Form 10-K (Commission file number 1-812) for
the fiscal year ended December 31, 2008.

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

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

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

Bridge Credit Agreement, among United Technologies Corporation, the Lenders (as defined therin), JPMorgan
Chase Bank, N.A., J.P. Morgan Securities LLC, HSBC Securities (USA) Inc. and Merrill Lynch Pierce, Fenner &
Smith Incorporated, dated as of November 8, 2011.*

Statement Re: Computations of Per Share Earnings.*
Statement Re: Computation of Ratios.*

Annual Report for the year ended December 31, 2011 (except for the information therein expressly incorporated by
reference in this Form 10-K, the Annual Report is provided solely for the information of the SEC and is not to be
deemed “filed” as part of this Form 10-K).*

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

Subsidiaries of the Registrant.*
Consent of PricewaterhouseCoopers LLP.*

Powers of Attorney of John V. Faraci, Jean-Pierre Garnier, Jamie S. Gorelick, Edward A. Kangas, Ellen J. Kullman,
Charles R. Lee, Richard D. McCormick, Harold W. McGraw lll, Richard B. Myers, H. Patrick Swygert, André
Villeneuve and Christine Todd Whitman.*

Rule 13a-14(a)/15d-14(a) Certifications.*
Section 1350 Certifications.*

XBRL Instance Document.*
(File name: utx-20111231.xml)

XBRL Taxonomy Extension Schema Document.*
(File name: utx-20111231.xsd)

XBRL Taxonomy Calculation Linkbase Document.*
(File name: utx-20111231_cal.xml)

XBRL Taxonomy Definition Linkbase Document.*
File name: utx-20111231_def.xml)

XBRL Taxonomy Label Linkbase Document.*
(File name: utx-20111231 lab.xml)

XBRL Taxonomy Presentation Linkbase Document.*
(File name: utx-20111231 pre.xml)

Notes to Exhibits List:

*  Submitted electronically herewith.

Exhibits 10.1 through 10.33 are contracts, arrangements or compensatory plans filed as exhibits pursuant to Item 15(b) of the
requirements for Form 10-K reports.
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Attached as Exhibit 101 to this report are the following formatted in XBRL (Extensible Business Reporting Language):

(i) Consolidated Statement of Operations for the three years ended December 31, 2011, (ii) Consolidated Balance Sheet as of
December 31, 2011 and 2010, (iii) Consolidated Statement of Cash Flows for the three years ended December 31, 2011,

(iv) Consolidated Statement of Changes in Equity for the three years ended December 31, 2011, (v) Notes to Consolidated
Financial Statements, and (vi) Financial Schedule of Valuation and Qualifying Accounts.

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

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

UNITED TECHNOLOGIES CORPORATION
(Registrant)

By: /s| G REGORY J. H AYES
Gregory J. Hayes
Senior Vice President and Chief Financial Officer

By: /s/ P ETER F. L ONGO
Peter F. Longo
Vice President, Controller

Date: February 9, 2012

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

Signature Title Date
/sl L ouis R. C HENEVERT Director, Chairman & Chief Executive February 9, 2012
(Louis R. Chénevert) Officer (Principal Executive Officer)
/s! G REGORY J. H AYES Senior Vice President and Chief Financial February 9, 2012
(Gregory J. Hayes) Officer (Principal Financial Officer)
/s/ P ETERF. L ONGO Vice President, Controller (Principal February 9, 2012
(Peter F. Longo) Accounting Officer)
/sl J OHN V. F ARACI * Director

(John V. Faraci)

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

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

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

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

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

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

/s/ H ARoLDW. M c G raw Il * Director
(Harold W. McGraw Il1)
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Signature Title Date
/s/ R ICHARD B. M YERS * Director
(Richard B. Myers)
/s/ H. P ATRICK S WYGERT * Director
(H. Patrick Swygert)
/s/ A NDRE V ILLENEUVE * Director
(André Villeneuve)
/s/ C HRISTINE T obb W HITMAN * Director

(Christine Todd Whitman)

*By: /s/  C HARLESD. G ILL

Charles D. Gill
Senior Vice President and
General Counsel, as Attorney -in-Fact

Date: February 9, 2012
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SCHEDULE |
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON

FINANCIAL STATEMENT SCHEDULE

To the Board of Directors
of United Technologies Corporation:

Our audits of the consolidated financial statements and of the effectiveness of internal control over financial reporting referred to in
our report dated February 9, 2012 appearing in the 2011 Annual Report to Shareowners of United Technologies Corporation (which
report and consolidated financial statements are incorporated by reference in this Annual Report on Form 10-K) also included an
audit of the financial statement schedule listed in Iltem 15(a)(2) of this Form 10-K. In our opinion, this financial statement schedule
presents fairly, in all material respects, the information set forth therein when read in conjunction with the related consolidated
financial statements.

/sl PricewaterhouseCoopers LLP

Hartford, Connecticut
February 9, 2012

S-l
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SCHEDULE 1l

UNITED TECHNOLOGIES CORPORATION AND SUBSIDIARIES
Valuation and Qualifying Accounts
Three Years Ended December 31, 2011
(Millions of Dollars)

Allowances for Doubtful Accounts and Other Customer
Balance December 31, 2008
Provision charged to income
Doubtful accounts written off (net)
Balance December 31, 2009
Provision charged to income
Doubtful accounts written off (net)
Other adjustments
Balance December 31, 2010
Provision charged to income
Doubtful accounts written off (net)
Other adjustments
Balance December 31, 2011

Future Income Tax Benefits —Valuation allowance:

Balance December 31, 2008
Additions charged to income tax expense
Additions charged to goodwill, due to acquisitions
Reductions credited to income tax expense
Other adjustments

Balance December 31, 2009
Additions charged to income tax expense
Reductions charged to goodwill, due to acquisitions
Reductions credited to income tax expense
Other adjustments

Balance December 31, 2010
Additions charged to income tax expense
Reductions credited to income tax expense
Other adjustments

Balance December 31, 2011

Financing Activity:

Sl

$386
145
(80)
451
58
(47)
(14)
448

)
(44)
(38)
911
130
(27)
(37)
$977



EXHIBIT 10.33

J.PMorgan

BRIDGE CREDIT AGREEMENT
dated as of
November 8, 2011,
among
UNITED TECHNOLOGIES CORPORATION,
the LENDERS party hereto,

JPMORGAN CHASE BANK, N.A.,
as Administrative Agent

and

J.P. MORGAN SECURITIES LLC,
HSBC SECURITIES (USA) INC.
and
MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED,
as Joint Lead Arrangers and Joint Bookrunners

BANK OF AMERICA, N.A.
and
HSBC BANK USA, NATIONAL ASSOCIATION,
as Syndication Agents

CITIBANK, N.A.,
DEUTSCHE BANK SECURITIES INC.,
BNP PARIBAS,

GOLDMAN SACHS BANK USA
and
THE ROYAL BANK OF SCOTLAND PLC,

as Documentation Agents
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BRIDGE CREDIT AGREEMENT dated as of November 8, 20lamong UNITEI
TECHNOLOGIES CORPORATION, the LENDERS party herei®MORGAN CHASE BANK
N.A., as Administrative Agent, and J.P. MORGAN SHERIUIES LLC, HSBC SECURITIES (US/
INC. and MERRILL LYNCH, PIERCE, FENNER & SMITH INCRPORATED, as Joint Le;
Arrangers and Joint Bookrunners.

The Borrower has requested the Lenders (such tedreach other capitalized term used and not otke
defined herein having the meaning assigned to Ariicle 1) to extend credit in the form of Loans the Borrower i
Dollars in an aggregate principal amount of not enthran $15,000,000,000. The Lenders are willingxtend suc
credit to the Borrower on the terms and subjethéoconditions set forth herein.

Accordingly, the parties hereto agree as follows:

ARTICLE |
Definitions

SECTION 1.01. Defined Terms As used in this Agreement, the following termssédhahe meaning
specified below:

“ ABR ", when used in reference to any Loan or Borrowinfgreeto whether such Loan, or the Lc
comprising such Borrowing, shall bear interest eita determined by reference to the Alternate Bede.

“ Acquired Company means Goodrich Corporation, a New York corponatio

“ Acquired Company Disclosure Letteimeans the Company Disclosure Letter dated as @itireng Dat
and in the final form delivered to the AdministvaiAgent on or about the Signing Date.

“ Acquired Company Merger Agreement Material Adeeisffect” means any event, occurrence, sta
facts, condition, effect or change that is, or wdotdasonably be expected to become, individualliy ¢tihe aggregate
material adverse effect on (a) the ability of thegired Company to consummate the Merger and thex dtransactior
(as defined in the Merger Agreement as in effecth@enSigning Date) or (b) the business, assetsltsesf operations «
condition (financial or otherwise) of the Acquir€dmpany and its Subsidiaries (as defined in thegkteAgreement
in effect on the Signing Date), taken as a whokeept to the extent such material adverse effedeuthis claus
(b) results from (i) any changes in general Unigtdtes or global economic conditions (includingusiies, credi
financial or other capital markets conditions), eptcto the extent such changes in conditions hagsgoportionat
effect on the Acquired Company and its Subsidigiassso defined), taken as a whole, rele
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to others in any industry in which the Acquired Gamy and any of its Subsidiaries (as so define@yaip, (ii) an
changes in conditions generally affecting any ef ittdustries in which the Acquired Company andSizbsidiaries (&
so defined) operate, except to the extent suchggdsam conditions have a disproportionate effecthen Acquire:
Company and its Subsidiaries (as so defined), takem whole, relative to others in any such ingusti) any decline
in the market price of the Company Common Stockd@ed in the Merger Agreement as in effect am Signing
Date) (it being understood that the facts or o@res giving rise to or contributing to such deximay be deemed
constitute, and be taken into account in deterrgiminether there has been or would reasonably becexqb to be, ¢
Acquired Company Merger Agreement Material AdveEsect), (iv) any failure, in and of itself, by th&cquirec
Company to meet any internal or published proj@stior forecasts in respect of revenues, earninggher financial ¢
operating metrics (it being understood that thésfac occurrences giving rise to or contributingsth failure may t
deemed to constitute, and be taken into accoutét@rmining whether there has been or would reddpihe expecte
to be, an Acquired Company Merger Agreement Mdt&awerse Effect), (v) the public announcementha Merger ¢
any of the other Transactions (as defined in theggleAgreement as in effect on the Signing Datg), (@any change i
Law (as defined in the Merger Agreement as in ¢ftecthe Signing Date) or GAAP (or authoritativéenmpretation
thereof), except to the extent such changes halspaoportionate effect on the Acquired Company im&ubsidiarie
(as so defined), taken as a whole, relative torethe any industry in which the Acquired Companyd amny of it
Subsidiaries (as so defined) operate, (vii) gedipali conditions, the outbreak or escalation oftitities, any acts ¢
war, sabotage or terrorism, or any escalation asermng of any such acts of war, sabotage or iemothreatened
underway as of the Signing Date, except to thengxdach conditions or events have a disproport@edfiect on th
Acquired Company and its Subsidiaries (as so défjrtaken as a whole, relative to others in anystigy in which th
Acquired Company and any of its Subsidiaries (adefmed) operate, or (viii) any hurricane, tornafiieod, earthquak
or other natural disaster, except to the extent gvents have a disproportionate effect on the AedquCompany ar
its Subsidiaries (as so defined), taken as a whelative to others in any industry in which thegd@ed Company at
any of its Subsidiaries (as so defined) operate.

“ Acquired Company Merger Agreement Representatiomgans the representations made by the Acc
Company in the Merger Agreement, but only to theemixthat the Borrower or any of its Subsidiaries lthe rigl
under the Merger Agreement not to consummate thg@ieas a result of such representations in thegydtekgreemel
being inaccurate.

“ Acquired Company SEC Documeritdas the meaning assigned to the term “Company B&€iments”
in the Merger Agreement as in effect on the Sigridade.

“ Administrative Agent” means JPMorgan Chase Bank, N.A., in its capacityadmsinistrative age
hereunder, and its successors in such capacityosagled in Article VIII.
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“ Administrative Agent Fee Lettér means the Administrative Agent Fee Letter datedeseiper 21, 201
among the Borrower, the Administrative Agent andaie other parties thereto.

“ Administrative Questionnairé means an Administrative Questionnaire in a formpfied by the
Administrative Agent.

“ Affiliate ” means, with respect to any Person, another Pehsdrdirectly or indirectly through one
more intermediaries, Controls or is Controlled bysaunder common Control with the Person specified

“ Agreement’ means this Bridge Credit Agreement.

“ Alternate Base Ratk means, for any day, a rate per annum equal toréegtest of (a) the Prime Rate
effect on such day, (b) the Federal Funds EffedRaée in effect on such day plds 2 éf 1% and (c) LIBOR on su
day (or if such day is not a Business Day, the ichately preceding Business Day) for a deposit inldd® with ¢
maturity of one month plus 1%. For purposes of $#a(c) above, LIBOR on any day shall be based errdlte pe
annum appearing on the Reuters “LIBORO01” screeplajsng British BankersAssociation Interest Settlement R:
(or on any successor or substitute screen proviedReuters, or any successor to or substitute fich service
providing rate quotations comparable to those ctiyeprovided on such screen, as reasonably deteanby th
Administrative Agent from time to time for purposes providing quotations of interest rates applieato Dollal
deposits in the London interbank market) at appnately 11:00 a.m., London time, on such day forodép in Dollar
with a maturity of one month. Any change in theeitiate Base Rate due to a change in the Prime Raté&eder:
Funds Effective Rate or LIBOR shall be effectivenfr and including the effective date of such chammgthe Prim:
Rate, the Federal Funds Effective Rate or LIBORpeetively.

“ Applicable Rate’” means, for any day, with respect to any Euroddltaan or any ABR Loan, as the ¢
may be, the applicable rate per annum set fortbvbeinder the caption “Eurodollar Spread” or “ABRr&gpd”, as the
case may be, based upon the Ratings applicableabndate:

Eurodollar Spree ABR Spread
Ratings (basis points pi
(Moody s/S&P) (basis points per
annum) annum)
Level 1 A2/A or higher 75.0 0.0
Level 2 A3/A or A2/A- 100.0 0.0
Level 3 A3/A- 125.0 25.0
Level 4 Lower than A3/ or unratec 150.0 50.0

; providedthat, for each Level, each of the interest rateaps set forth in the table above will increase2bybasi
points per annum on the 90th day after the FunBiate, by an additional 25 basis points per annurtherl80th de
after the Funding Date and by an additional 25djasints per annum on the 270th day after the FgnDate.
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For purposes of the foregoing, (a) if either Moadgr S&P shall not have in effect a Rating (otamt by
reason of the circumstances referred to in theskstence of this definition), then such ratingregeshall be deemed
have established a Rating in Level 4; (b) if theifps established or deemed to be established hydiyle and S&l
shall fall within different Levels (and Level 2 ot applicable to those Ratings), the ApplicableeRshall be bas:
upon the higher Rating unless the Ratings diffetvixy or more Levels, in which case the ApplicabeRwill be base
upon the Level one level below that correspondmthe higher Rating; and (c) if the Ratings esthi@d or deemed
have been established by Moaoslgnd S&P shall be changed (other than as a m&salthange in the ratings syster
Moody’s or S&P), such change shall be effective as ofitite on which it is first announced by the appliearating
agency. Each change in the Applicable Rate shallyaguring the period commencing on the effectiatedof suc
change and ending on the date immediately precdadmegffective date of the next such change. Ifrétimg system «
Moody’s or S&P shall change, or if either such ratingnageshall cease to be in the business of ratingarate det
obligations, the Borrower and the Administrativeefigy shall negotiate in good faith to amend thisniksdn to reflec
such changed rating system or the unavailabilityatihgs from such rating agency (it being undetthat, in th
discretion of the Administrative Agent, any suclgogation on the part of the Administrative Agenayrbe subject
prior consultation with one or more Lenders and emrysent by the Administrative Agent to any sucteadment me
be subject to the Administrative Agent having oiai consent thereto from the Required Lenders), pending th
effectiveness of any such amendment, the ApplicRialie shall be determined by reference to thegatiost recent|
in effect prior to such change or cessation.

“ Approved Fund’ means any Person (other than a natural personjstieamigaged in making, purchas
holding or investing in commercial loans and siméatensions of credit in the ordinary course drat ts administere
or managed by (a) a Lender, (b) an Affiliate ofenter or (c) an entity or an Affiliate of an entitbyat administers
manages a Lender.

“ Arranger Fee Letter’ means the Lead Arranger Fee Letter dated Septeihez011, among tl
Borrower, the Arrangers and certain other partieseto.

“ Arrangers” means J.P. Morgan Securities LLC, HSBC Securiti(8A) Inc. and Merrill Lynch, Pierc
Fenner & Smith Incorporated, in their capacitiestesjoint lead arrangers and joint bookrunnersttier credit facilit
provided for herein.

“ Assignment and Assumptioh means an assignment and assumption entered into lender and ¢
Eligible Assignee, with the consent of any Persdiose consent is required by Section 9.04, and &tdpy th
Administrative Agent, in the form of Exhibit A omg other form approved by the Administrative Agemtd thi
Borrower.
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“ Attributable Debt” means, as to any particular lease under which argoR is at the time liable for a te
of more than 12 months, at any date as of whichatheunt thereof is to be determined, the totalamebunt of rer
required to be paid by such Person under such l@aseg the remaining term thereof (excluding ampsequer
renewal or other extension options held by theelessdiscounted from the respective due datesdh&resuch date
the rate of 15% per annum, compounded monthly.néteamount of rent required to be paid under amh $ease fc
any such period shall be the aggregate amount eofréht payable by the lessee with respect to seclog afte
excluding amounts required to be paid on accoumh@htenance and repairs, services, insurances,tassessmer
water rates and similar charges and contingens rgsutich as those based on sales). In the casey déase which
terminable by the lessee upon the payment of algyenaan amount which is less than the total disded net amou
of rent required to be paid from the later of thistfdate upon which such lease may be so termdrat¢he date of ti
determination of such net amount of rent, as tls® caay be, such net amount shall also include nieuat of suc
penalty, but no rent shall be considered as requode paid under such lease subsequent to Hteléite upon which
may be so terminated.

“ Board of Governor$ means the Board of Governors of the Federal Resyrstem of the United States

America.
“ Barrower” means United Technologies Corporation, a Delavearporation.

“ Borrower Materials’ has the meaning set forth in Section 5.01.

“ Borrower Merger Agreement Material Adverse Effécimeans any event, occurrence, state of f
condition, effect or change that is, or would reedly be expected to become, individually or in #ggregate,
material adverse effect on the business, assstdig®f operations or condition (financial or athisse) of the Borrowe
and its Subsidiaries, taken as a whole, excegtaaektent such material adverse effect results fi@nany changes
general United States or global economic conditibnsluding securities, credit, financial or otheapital market
conditions), except to the extent such changesomdiions have a disproportionate effect on ther®weer and it
Subsidiaries, taken as a whole, relative to otlerany industry in which the Borrower and any «f ubsidiarie
operate, (b) any changes in conditions generalfgcahg any of the industries in which the Borrowand it
Subsidiaries operate, except to the extent suchgasain conditions have a disproportionate effacth@ Borrower ar
its Subsidiaries, taken as a whole, relative tehn any such industry, (c) any decline in theke&price of th
common stock of the Borrower (it being understdoat the facts or occurrences giving rise to or rgoating to suc
decline may be deemed to constitute, and be tak&naccount in determining whether there has beaewaulc
reasonably be expected to be, a Borrower Mergeed&gent Material Adverse Effect), (d) any failureand of itsel
by the Borrower to meet any internal or publishedjgrtions or forecasts in respect of revenuesjiegs or othe
financial or operating metrics (it being understdbdt the facts or occurrences giving rise to artgbuting to suc
failure may be deemed to constitute, and be takier
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account in determining whether there has been adweasonably be expected to be, a Borrower Metggeemer
Material Adverse Effect), (e) the public announcat& the Merger, (f) any change in Law (as defimedhe Merge
Agreement as in effect on the Signing Date) or GAAPauthoritative interpretations thereof), exciepthe extent sut
changes have a disproportionate effect on the Bara@and its Subsidiaries, taken as a whole, raatvothers in ar
industry in which the Borrower and any of its Sulisiies operate, (g) geopolitical conditions, tiiboeak or escalati
of hostilities, any acts of war, sabotage or tesror or any escalation or worsening of any such attvar, sabotage
terrorism threatened or underway as of the Sigridage, except to the extent such conditions or evéatve
disproportionate effect on the Borrower and itsssdiaries, taken as a whole, relative to othetaniy industry in whic
the Borrower and any of its Subsidiaries operate(hp any hurricane, tornado, flood, earthquakeothrer natur
disaster, except to the extent such events hav&peogortionate effect on the Borrower and its $ibses, taken as
whole, relative to others in any industry in whitle Borrower and any of its Subsidiaries operate.

“ Borrowing ” means Loans of the same Type made, converted ¢inged on the same date and, in
case of Eurodollar Loans, as to which a singleréstePeriod is in effect.

“ Borrowing Request means a request by the Borrower for a Borrowingdoordance with Section 2.
which shall be, in the case of any such writteruest, in the form of Exhibit B or any other formpapved by th
Administrative Agent.

“ Business Day means any day that is not a Saturday, Sunday er dtty on which commercial banks
New York City are authorized or required by lawreanain closedprovidedthat, when used in connection wit
Eurodollar Loan, the term “Business Day” shall aésclude any day that is not a London Banking Day.

“ Change in Law’ means the occurrence, after the date of this Ageegnof any of the following: (a) t
adoption of any rule, regulation, treaty or othew| (b) any change in any rule, regulation, treatpther law or in tr
administration, interpretation, implementation ppkcation thereof by any Governmental Authority(oy the makin
or issuance of any request, rule, guideline orctive (whether or not having the force of law, Butot having the forc
of law, one which applies generally to the classcategory of financial institutions of which any rider or th
Administrative Agent forms a part and compliancghwivhich is in accordance with the general pracbtehos:
financial institutions) of any Governmental Authgriprovidedthat, notwithstanding anything herein to the camt
(i) the DoddFrank Wall Street Reform and Consumer Protectioh akd all requests, rules, guidelines or direc
thereunder or issued in connection therewith apal{irequests, rules, guidelines or directivesmpulgated by the Bal
for International Settlements, the Basel Committed3anking Supervision (or any successor or sinaildhority) or th
United States or foreign regulatory authoritiesgach case pursuant to Basel Il (upon implementatishall in eac
case shall be deemed to b“Change in LaV’, regardless of the date enacted, adopted, promdlgatesued



“ Charges’ has the meaning set forth in Section 9.13.
“ Code” means the Internal Revenue Code of 1986, as agaeindm time to time.

“ Commitment” means, with respect to each Lender, the commitroérstuch Lender to make Loz
hereunder as set forth in Section 2.01, expressas amount representing the maximum principal arnolithe Loan
to be made by such Lender hereunder. The amoueadf Lendes Commitment on the date hereof is set fort
Schedule 2.01, and the aggregate amount of the @aments on the date hereof is $15,000,000,000. arheunt o
each Lendes Commitment on the Funding Date will be the amaeitforth in Schedule 2.01 on the date here«
adjusted for any reduction in Commitments madeyansto Sections 2.06(a)(i), 2.06(b) and 2.06(c).

“ Commitment Termination Daté means September 21, 2012 (or, if the Outside Dededéfined in tr
Merger Agreement as in effect on the Signing Datgll have been automatically extended as providé&ection 8.1
(b)(i) of the Merger Agreement (as in effect on 8igning Date), then March 21, 2013.

“ Consolidated’ refers to the consolidation of the accounts of eséteand its Subsidiaries in accorde
with GAAP consistent with those applied in the @ggion of the consolidated financial informationtlee Borrowe
referred to in Section 3.05(a).

“ Consolidated Net Tangible Assétsneans the total amount of assets of the BorrowaiitarConsolidate
Subsidiaries (less applicable reserves and othapeply deductible items) after deducting therefr@apall currer
liabilities (excluding any thereof which are by ithierms extendible or renewable at the optionhef abligor thereon
a time more than 12 months after the time as otlwthe amount thereof is being computed) and (lgaadwill, trade
names, trademarks, patents, unamortized debt dis@nd expense and other like intangibles, alleasfarth on th
most recent Consolidated balance sheet of the ®errand its Consolidated Subsidiaries and computeatcordanc
with GAAP.

“ Continuing Director’ means a director who either (a) was a membeh®Borrowers board of directo
on the date of this Agreement, (b) becomes a meoflibe Borrowers board of directors subsequent to the date ¢
Agreement and whose appointment, election or naimimdor election by the Borrowes’stockholders is duly appro\
by a majority of the directors referred to in claygs) above constituting at the time of such appuemt, election ¢
nomination at least a majority of that board, grifecomes a member of the Borrovegdooard of directors subsequer
the date of this Agreement and whose appointmdatien or nomination for election by the Borrowsestockholdel
is duly approved by a majority of the directorsere¢d to in clauses (a) and (b) above constitutintihe time of suc
appointment, election or nomination at least a nitgjof that board.

“ Control ” means the possession, directly or indirectly, ef power to direct or cause the direction of
management or policies of a Person, whether thraliglability to exercise voting power, by contractotherwise. “
Controlling” and” Controlled” have meanings correlative there




“ Debt” has the meaning set forth in Section 6.01.

“ Debt Incurrencé means any incurrence of indebtedness for borrowelesnby the Borrower or any
its Subsidiaries, whether pursuant to a publicroféeor in a Rule 144A or other private placemehtiebt securitie
(including debt securities convertible into equagcurities) or incurrence of loans under any laacredit facility, othe
than (a) indebtedness owed by the Borrower or #nigsoSubsidiaries to the Borrower or any of itsbSidiaries
(b) indebtedness under the Existing Credit Agredmeairovidedthat the aggregate amount of indebtedness exc
pursuant to this clause (b) shall not exceed aruaimequal to the sum of $2,000,000,000 plus theeagge amount
commitments (whether used or unused) in effect utite Existing Credit Agreements as of the Sigridage, (c) an
commercial paper financings in the ordinary cowtéusiness of the Borrower and its Subsidiarid¥afy trade ¢
customer financeelated financing in the ordinary course of busine$ the Borrower and its Subsidiaries, (e)
indebtedness incurred by any Subsidiary of the ®wer that is organized outside the United Statdseflaer or nc
guaranteed by the Borrower or any of its Subsidgyri(f) any refinancings, renewals or replacemehiadebtedne:
existing on the Signing Date (including any sucHeiotedness of the Acquired Company or any Subgidérthe
Acquired Company, but excluding indebtedness urnberExisting Credit Agreements) that does not iaseeth
aggregate principal or commitment amount therelfs(pccrued unpaid interest and premium thereoruaddrwriting
discounts, fees, commissions and expenses), (g) atdebtedness in an aggregate principal amountanexcee
$2,000,000,000 incurred to finance acquisitionsiamdstments (other than the Merger) and (h) thaniso

“ Debtor Relief Laws” means the Bankruptcy Code of the United States, ahather liquidatior
conservatorship, bankruptcy, assignment for theefierof creditors, moratorium, rearrangement, reeeship
insolvency, reorganization, or similar debtor relaavs of the United States or other applicablésflictions from tim
to time in effect and affecting the rights of cteds generally.

“ Default ” means any event or condition that constitutes, pmnunotice, lapse of time or both wo
constitute, an Event of Default.

“ Defaulting Lender” means, subject to Section 2.17(b), any Lender that,determined by t
Administrative Agent in good faith, (a) has failedperform any of its funding obligations hereundarthe date and
the time required to be funded by it hereunderesmisuch obligation is the subject of a good fdiipute; (b) he
notified the Borrower, or the Administrative Agemt any Lender that it does not intend to complyhwits funding
obligations or has made a public statement to ¢ffatt with respect to its funding obligations herder or general
under other agreements in which it commits to extenredit; (c) has failed, within three Business ®aiter request |
the Administrative Agent, to confirm that it wilbmply with its funding obligations under this Agreent; or (d) has, !
has a direct parent company that has, (i) becomeuhjec
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of a proceeding under any Debtor Relief Law, (aplha receiver, conservator, trustee, administrasgignee for ti
benefit of creditors or similar Person charged wabrganization or liquidation of its business arustodian appointt
for it, or (iii) taken any action in furtherance, @fr indicated its consent to, approval of or aeqoénce in any su
proceeding or appointment; providiétht a Lender shall not be a Defaulting Lenderlgdig virtue of the ownership
acquisition of any equity interest in that Lenderany direct or indirect parent company thereofadbgovernment
authority.

“ Documentation Agent§ means Citibank, N.A., Deutsche Bank Securities, IB&NP Paribas, Goldm.
Sachs Bank USA and The Royal Bank of Scotland plc.

“Dollars” or “ $ " means the lawful money of the United States ofefica.

“ Effective Date” means the date on which the conditions specifieSdation 4.01 have been satisfiec
waived in accordance with Section 9.02).

“ Eligible Assignee” means any Person, other than a natural persored8dalrower or any Subsidiary
other Affiliate of the Borrower.

“ Equity Interests” means shares of capital stock, partnership intgres¢mbership interests, benefi
interests or other ownership interests, whetheingatr nonvoting, in, or interests in the incomepoofits of, a Perso
and any warrants, options or other rights entittimg holder thereof to purchase or acquire anp®fadregoing.

“ Equity Issuancé means any issuance by the Borrower of any Equisrésts or any securities that de
their value or rate of return by reference to Bgtlnterests in the Borrower, whether pursuant palalic offering or in
Rule 144A or other private placement, other thgrséaurities issued pursuant to employee stockspteiremploye
compensation plans or contributed to pension fuardbs (b) securities or interests issued or trarefieas consideratis
in connection with any acquisition, divestiturgj@nt venture arrangement.

“ ERISA " means the Employee Retirement Income Security Adi9@4, as amended from time to {il
and the regulations promulgated and rulings issieckunder.

“ ERISA Affiliate ” means any trade or business (whether or not incatga) which is a member of a gr
of which the Borrower is a member and which is uraenmon control within the meaning of Section 4#14he Code.

“ Eurodollar”, when used in reference to any Loan or Borrowinfigreeto whether such Loan, or the Lc
comprising such Borrowing, shall bear interest edta determined by reference to LIBOR.

“ Event of Default’ has the meaning set forth in Section 7.01.

“ Exchange Ac” means the United States Securities Exchange At9®4, as amended from time to tir
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“ Excluded Taxe$ means any of the following Taxes imposed on or wefpect to a Recipient or requi
to be withheld or deducted from a payment to a [Rent: (a) Taxes imposed on or measured by netmecfhoweve
denominated), franchise Taxes and branch profiked,an each case (i) imposed by the United Sté&tesnposed as
result of such Recipient being organized undetats of, or having its principal office in, or, ihe case of any Lend
its applicable lending office located in, the jditdion imposing such Tax (or any political subdien thereof) ¢
(i) that are Other Connection Taxes, (b) in tlese of a Lender, U.S. Federal withholding Taxesl(oing backu
withholding Taxes) imposed on amounts payable téoorthe account of such Lender with respect toapplicablt
interest in a Loan or Commitment pursuant to lawffiect on the date on which (i) such Lender aagguch interest
the Loan or Commitment (other than pursuant to ssigament request by the Borrower under Sectio®(B)1 ol
(i) such Lender changes its lending office, exdaptach case to the extent that, pursuant to@e2til4, amounts wi
respect to such Taxes were payable either to sectddrs assignor immediately before such Lender acquine
applicable interest in a Loan or Commitment or tchs Lender immediately before it changed its legdafifice
(c) Taxes attributable to such Recipisnfailure to comply with Section 2.14(f) and (dyad.S. Federal withholdir
Taxes imposed under FATCA.

“ Existing Credit Agreement$ means (a) the US$1,600,000,000 Revolving Credieégrent dated as
November 30, 2010, among the Borrower, the lengerty thereto, Bank of America, N.A., as administeagent, ar
the other agent and arranger parties thereto, lanth¢ US$1,400,000,000 Revolving Credit Agreendated as (
December 3, 2010, among the Borrower, the subgidiarrowers party thereto, the lenders party tlerndSBC Ban
plc, as administrative agent, and the other agathiaaranger parties thereto, in each case as acheextended, restat
or otherwise modified, or as refinanced or replaséd any other credit agreement.

“ Facility Balance’ means, on any date, the aggregate principal anadwatt the Loans outstanding on s|

date.

“ EATCA " means Sections 1471 through 1474 of the Code, dkeoflate of this Agreement (or
amended or successor version that is substanteehparable and not materially more onerous to cpmiih) and an
current or future regulations or official interpagbns thereof.

“ Federal Funds Effective Ratemeans, for any day, the weighted average (roungaduds, if necessal
to the next 1/100 of 1%) of the rates on overnigbtleral funds transactions with members of the aédReserv
System arranged by Federal funds brokers, as jpeblisn the next succeeding Business Day by ther&leBeserv
Bank of New York, or, if such rate is not so pubéd for any day that is a Business Day, the averageded upward
if necessary, to the next 1/100 of 1%) of the quata for such day for such transactions receiyethb Administrativ
Agent from three Federal funds brokers of recogh&tanding selected by it.

“ Financial Officer” means, with respect to any Person, the chief fiahmdficer, principal accountir
officer, treasurer or controller of such Pers
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“ Foreign Lendef means a Lender that is not a U.S. Person.

“ Funding Date’ means the date, on or after the Effective Datewbich the Merger is consummated
the conditions specified in Section 4.02 are datisfor waived in accordance with Section 9.02).

“ Funding Date Schedulemeans a schedule delivered by the Borrower to ithaiAistrative Agent on ti
Funding Date pursuant to Section 4.02(j).

“ GAAP " means generally accepted accounting principléeenUnited States of America.

“ Governmental Authority means the government of the United States of Aragany other nation or a
political subdivision thereof, whether state ordh@nd any agency, authority, instrumentality,utatpry body, cour
central bank or other entity exercising executiegyslative, judicial, taxing, regulatory or adnstrative powers
functions of or pertaining to government (includiagy suprarational body exercising such powers or functicust
as the European Union or the European Central Bank)

“ Indemnified Taxes’ means (a) Taxes, other than Excluded Taxes, imposedr with respect to a
payment made by or on account of any obligatiorthef Borrower under this Agreement and (b) to theerxno
otherwise described in (a), Other Taxes.

“ Indemnite€” has the meaning set forth in Section 9.03(b).

“ Industrial Development Bonds means obligations issued by a State, a Commonwealflerritory or
possession of the United States, or any politicalds/ision of any of the foregoing, or the Distrit Columbia, th
interest on which is excludable from gross incorhthe holders thereof pursuant to the provisionSettion 103(a)(:
of the Code (or any similar provision of the Code in effect on the date of the issuance of sbdbations.

“ Information” has the meaning set forth in Section 9.12.

“ Interest Election Request means a request by the Borrower to convert or goatia Borrowing i
accordance with Section 2.05, which shall be, &n¢hse of any such written request, in the forrexdiibit C or an
other form approved by the Administrative Agent éimel Borrower.

“ Interest Payment Daté means (a) with respect to any ABR Loan, the lagt alaeach March, Jur
September and December and (b) with respect tdcangdollar Loan, the last day of the Interest Reapplicable t
the Borrowing of which such Loan is a patrt.

“ Interest Period means, with respect to any Eurodollar Borrowing, pleriod commencing on the dat:
such Borrowing and ending on the numerically cqoaesling day in the calendar month that is one,dwthree montf
thereafter, a
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the Borrower may elect; providetat (a) if any Interest Period would end on a d#yer than a Business Day, s
Interest Period shall be extended to the next ®iog Business Day unless such next succeedingn@&sDay woul
fall in the next calendar month, in which case slithrest Period shall end on the next precedingiriass Day, ar
(b) any Interest Period that commences on theBasiness Day of a calendar month (or on a day fachkvthere is n
numerically corresponding day in the last calerdanth of such Interest Period) shall end on theBasiness Day
the last calendar month of such Interest Period peigposes hereof, the date of a Borrowing initighall be the date
which such Borrowing is made, and thereafter dimlihe effective date of the most recent conversiaontinuation ¢
such Borrowing.

“IRS " means the United States Internal Revenue Servicanyother Governmental Authority that s
have succeeded to the functions thereof.

“ Lenders” means the Persons listed on Schedule 2.01 andthey Rerson that shall have become a
hereto pursuant to an Assignment and Assumptitreraban any such Person that shall have ceadexlagarty here
pursuant to an Assignment and Assumption.

“LIBOR ” means, for any Interest Period for any Eurodollarr8wing, a rate per annum determined by
Administrative Agent pursuant to the following faufa:

Eurodollar Base Rate

LIBOR = 1.00- Eurodollar Reserve Percente

Where,

“ Eurodollar Base Raté means, for any Interest Period, the rate per anaqual to the Britis
Bankers Association LIBOR Rate (* BBA LIBOR), as published by Reuters (or other commerc
available source providing quotations of BBA LIB@R designated by the Administrative Agent from
to time) at approximately 11:00 a.m., London titvep London Banking Days prior to the commencer
of such Interest Period, for Dollar deposits (fefieery on the first day of such Interest Periodihva tern
equivalent to such Interest Period. If such ratenas available at such time for any reason, thes
“Eurodollar Base Rate™for such Interest Period shall be the rate per msnrdetermined by tt
Administrative Agent to be the average (calculasdorovided below and rounded upward to the ne
whole multiple of 1/100 of 1% per annum, if suclerage is not such a multiple) of the rates per ana
which deposits in Dollars are offered by each ef il BOR Reference Banks to prime banks in the Lo
interbank eurodollar market at their request aragmately 11:00 a.m., London time, two London Bizaig
Days prior to the first day of such Interest Peliodn amount substantially equal to such LIBORe&Rsfc
Bank’s Eurodollar Loan comprising part of such Borrowargd for a period equal to such Interest Pe

providedthat if
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the Administrative Agent receives rate quotationsnt all five of the LIBOR Reference Banks,
foregoing average rate shall be calculated by gésing the highest and lowest of the rate quats
received from such LIBOR Reference Banks, and @wegathe remaining three quotations and, if
Administrative Agent receives rate quotations fréees than five of the LIBOR Reference Banks,
foregoing average rate shall be calculated baseah upe rate quotations actually furnished to
Administrative Agent by the LIBOR Reference Banlksuch rate is not available by the LIBOR Refer
Banks, at such time for any reason, then the “EnlfadBase Ratefor such Interest Period shall be the
per annum reasonably determined by the Adminisgaiigent to be the rate at which deposits in Dslfal
delivery on the first day of such Interest Perimdsame day funds in the approximate amount ofl_thesr
being made, continued or converted by JPMorgan €Bask, N.A. and with a term equivalent to <
Interest Period would be offered by JPMorgan Chzaek N.A.'s London Branch to major banks in
London interbank eurodollar market at their requestpproximately 11:00 a.m., London time, two Lon
Banking Days prior to the commencement of suchréstePeriod.

“ Eurodollar Reserve Percentagemeans, for any day during any Interest Period, réservi
percentage (expressed as a decimal, carried dwetdecimal places) in effect on such day, whetiveno
applicable to any Lender, under regulations issfrech time to time by the Board of Governors
determining the maximum reserve requirement (inalycny emergency, supplemental or other mar
reserve requirement) with respect to Eurocurrenggding (currently referred to asEtirocurrenc
liabilities”). The LIBOR for each outstanding Eurodollar Loan klb&l adjusted automatically as of
effective date of any change in the Eurodollar Res@ercentage.

“ LIBOR Reference Banks means the principal offices in London of Bank of é&ma, N.A., Citiban}
N.A., JPMorgan Chase Bank, N.A., HSBC Bank USA 8&mlitsche Bank AG, or such other financial institng a
may be agreed between the Borrower and the Admatiige Agent from time to time in writing.

“ Liens " has the meaning set forth in Section 6.01.

“ London Banking Day means any day on which dealings in Dollar dep@si#sconducted by and betw:
banks in the London interbank eurodollar market.

“ Loans” means the loans made by the Lenders to the Bemrpwrsuant to this Agreement.

“ Material Adverse Effect means a material adverse effect on (a) the Coraetidresults of operations
Consolidated financial condition of the Borrower (b) the rights of or remedies available to the deas against tl
Borrower under this Agreement, taken as a wt
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“ Material Debt” means Debt in the principal amount in excessdft6000,000.
“ Maturity Date” means the day that is 364 days after the FunDiug.

“ Maximum Rate’ has the meaning set forth in Section 9.13.

“ Merger ” means the merger of the Merger Sub with and in& Abquired Company pursuant to
Merger Agreement, with the separate existenceeMBrger Sub ceasing and the Acquired Companyroang as th
surviving corporation.

“ Merger Agreement means the Agreement and Plan of Merger dated &eptember 21, 2011, by ¢
among the Borrower, the Merger Sub and the Acquethpany, together with all definitive disclosuettérs relatin
thereto.

“ Merger Sub” means Charlotte Lucas Corporation, a New York c@fpen and a wholly owne
Subsidiary of the Borrower.

“ MNPI " means material information concerning the Borrowed the other Subsidiaries and t
securities that has not been disseminated in a enanaking it available to investors generally, witthe meaning
Regulation FD under the Securities Act and the Brge Act.

“ Moody’s” means Moody'’s Investors Service, Inc., and amycessor to its rating agency business.

“ Multiemployer Plan” means a “multiemployer plards defined in Section 4001(a)(3) of ERISA to w|
the Borrower or any ERISA Affiliate is making orauing an obligation to make contributions, or haihin any of th
preceding five plan years made or accrued an didigéo make contributions.

“ Net Proceed$ means, with respect to any event, (a) the cashcwieirm, for purposes of this definitir
shall include cash equivalents) proceeds (includinghe case of any casualty, condemnation orlainproceeding
insurance, condemnation or similar proceeds) dgtuateived in respect of such event, including eagh received
respect of any noncash proceeds, but only as areh wéceived, net of (b) the sum, without dupliaatiof (i) all
reasonable fees and outymcket expenses paid in connection with such ebgrihe Borrower and its Subsidiarie:
third parties, including attorneys’ fees, accoutgariees, investment banking fees, survey costs, iitkiranc
premiums, and related search and recording chatgesfer taxes, deed or mortgage recording tategy customal
expenses and brokerage, consultant and other caistdees, in each case, actually incurred in commecherewith
(i) in the case of a sale, transfer, lease orradiposition (including pursuant to a Sale anddedack Transaction o
casualty or a condemnation or similar proceediriggroasset, the amount of all payments requirdoetonade by tt
Borrower and its Subsidiaries a
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result of such event to repay Debt secured by agsht and (iii) the amount of all taxes paid (asomably estimated
be payable) by the Borrower and its Subsidiariad, the amount of any reserves established by thieo®er and it
Subsidiaries in accordance with GAAP to fund puseha@rice adjustment, indemnification and similantowen
liabilities reasonably estimated to be payablegath case during the year that such event occunreitie nex
succeeding year and that are directly attributédoliae occurrence of such event (as determinedmedty and in goc
faith by the Borrower); providethat, if the Borrower or any of its Subsidiariesaiwe proceeds that would otherv
constitute Net Proceeds from any Reduction/PrepayiEeent described in clause (c) of the definitodrsuch term, tr
Borrower or such Subsidiary may use, or commitde, @ny portion of such proceeds (the * ReinvestrAamunt”) to
acquire, construct, improve, upgrade or repairtasseeful in the business of the Borrower or itbstdiaries or t
consummate any business acquisition, and in easf, the Reinvestment Amount shall not constitute Rtfeceec
until, and except to the extent (but shall therdbemed to have been received to such extent aidcehatitute Ne
Proceeds and not be covered by this proviso), (Ao used (or committed to be used) within the-@&p period c
receipt of such proceeds or (B) if committed toused within such 368ay period, not so used within the maxin
period contemplated in the relevant agreementi®iconsummation thereof. For purposes of this diefim in the ever
any contingent liability reserve established widspect to any event as described in clause (b3igve shall k
reduced, the amount of such reduction shall, exieefite extent such reduction is made as a retaltpayment havir
been made in respect of the contingent liabilwigh respect to which such reserve has been esiteolj be deemed
be receipt, on the date of such reduction, of pasbeeds in respect of such event.

“ Non-Funding Lendet has the meaning set forth in Section 2.03.

“ Notice of a NonFunding Lendef has the meaning set forth in Section 2.03.

“ Other Connection Taxeésmeans, with respect to any Recipient, Taxes impaseal result of a presen:
former connection between such Recipient and thedjgtion imposing such Tax (other than connediarising solel
from such Recipient having taken any of the follogviactions: executed, delivered, become a partpddprmed it
obligations under, received payments under, redeie perfected a security interest under, engagedny othe
transaction pursuant to or enforced this Agreemansold or assigned, pursuant to Section 2.1&(b)nterest in ar
Loan or other interest under this Agreement).

“ Other Taxes’ means all present or future stamp, court or, doctiang, intangible, recording, filing
similar Taxes that arise from any payment made yndem the execution, delivery, performance, ecéonent c
registration of, from the receipt or perfectionaofecurity interest under, or otherwise with respecthis Agreemer
except any such Taxes that are Other ConnectioresTaposed with respect to an assignment (other #r
assignment made pursuant to Section 2.16(b)).

“ Participant” has the meaning set forth in Section 9.04(c
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“ Participant Register has the meaning set forth in Section 9.04(c)(ii).

“ PBGC” means the Pension Benefit Guaranty Corporationregfd¢o and defined in ERISA, or any ot
Governmental Authority that shall have succeeddatadunctions thereof.

“ Permitted Assigneémeans any Person that is a Lender or a lendegruanty Existing Credit Agreement.

“ Person” means any individual, corporation, partnership,itieh liability company, joint ventur
association, joint-stock company, trust, unincogped organization, Governmental Authority or aryeotentity.

“ Plan” means an employee benefit plan, other than a Nuttieyer Plan, which is (or, in the event
any such plan has been terminated within five yedisr a transaction described in Section 4069 RfSA, was
maintained for employees of the Borrower or any &RAffiliate and subject to Title IV of ERISA.

“ Platform” means IntraLinks/IntraAgency, SyndTrak or anotivebsite or other information platform.

“ Prepayment Amourthas the meaning set forth in Section 2.08(b).

“ Prime Rate” means the rate of interest per annum publicly anoed from time to time by JPMorc
Chase Bank, N.A. as its prime rate in effect apitacipal office in New York City. Each changethre Prime Rate sh.
be effective from and including the date such cleasgublicly announced as being effective.

“ Principal Property’ means any manufacturing plant or warehouse, togeiitle the land upon which it
erected and fixtures comprising a part thereof, enviby the Borrower or any Wholl@wned Domestic Manufacturi
Subsidiary and located in the United States theggbmok value (without deduction of any reservedipreciation) ¢
which on the date as of which the determinatiobegg made is an amount that exceeds 1% of thedldated Ne
Tangible Assets, other than any such manufactusiagt or warehouse or any portion thereof or anghsfixture
(together with the land upon which it is erected &mture comprising a part thereof) (a) that isainced by Industri
Development Bonds or (b) that, in the opinion of thoard of directors of the Borrower or of any dalythorize:
committee of that board, is not of material impoda to the total business conducted by the Borroavet it
Subsidiaries taken as a whole.

“ Private Side Lender RepresentatiVesieans, with respect to any Lender, representati’esich Lende
that are not Public Side Lender Representatives.

“ Pro Forma Financial Statemeritsneans the pro forma Consolidated balance shebseddorrower and i
Consolidated Subsidiaries as of the last day ofidual quarter of the Borrower most recently egdat least 45 da
prior to the Funding Date (or, if such fiscal geaiit the last fiscal quarter of the fiscal yeathef Borrower
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most recently ending at least 90 days prior toRbeding Date) and the related pro forma Consoldtigtatement «
operations of the Borrower and its Consolidateds&liéries for the 12nonth period ending on the last day of ¢
fiscal quarter, in each case prepared after gieffigct to the Transactions as if the Transacticas dccurred, wit
respect to such balance sheet, on the last daycbffsscal quarter and, with respect to such statdgraf operations, «
the first day of such 12-month period.

“ Public Side Lender Representativesneans, with respect to any Lender, representatiesich Lende
that do not wish to receive MNPI.

“ Public Lender’ has the meaning set forth in Section 5.01.

“ Ratings” means the ratings of the Borrower’s senior, uosed, non-credit-enhanced, loteyrm debt b
Moody’s and S&P.

“ Recipient” means the Administrative Agent or any Lender.

“ Reduction Amount has the meaning set forth in Section 2.06(c).

“ Reduction/Prepayment Evertsneans:

(a) any Debt Incurrence;
(b) any Equity Issuance; and

(c) any sale, transfer or other disposition of es@eacluding pursuant to a sale and leasebaclsacion o
by way of merger or consolidation) of any asseth& Borrower or any of its Subsidiaries, includifgany
issuance or sale of Equity Interest in any Subsidif the Borrower to a Person other than the Beeroor any c
its Subsidiaries and (ii) any casualty or otheureds damage to, or any taking under power of entidemain o
by condemnation or similar proceeding of, any equépt, fixed asset or real property of the Borroaeany o
its Subsidiaries, but excluding, in each casear(y) disposition of inventory or other assets indhdinary cours
of business of the Borrower or any Subsidiary apidas part of a financing or of used or surplus@gent, cas
or cash equivalents, (ii) any disposition of as$ledd individually results in Net Proceeds to th@mwer and it
Subsidiaries of $50,000,000 or less, (iii)) any d&pon of assets by any Subsidiary of the Borrowet is
organized outside the United States or (iv) anpaBgion of assets to the Borrower or any Subsydarothe
Affiliate of the Borrower.

“ Reduction/Prepayment Event Threshold Amoumheans, at any time, (a) $2,000,000,000 minus €
aggregate amount at such time of all Net Proceetsived by the Borrower and its Subsidiaries dfterSigning Dat
(but, for the avoidance of doubt, immediately priorsuch time) in respect of any Reduction/Prepaynivent the
were not required to be applied to reduce the Cdmaerits pursuant to Section 2.06(c) or were notirequo bt
applied to prepay the Loans pursuant to Sectiod, 2D each case, because such Net Proceeds didxneed th
Reduction/Prepayment Event Threshold Amount a$f@tieat the time such Net Proceeds were rece
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“ Register” has the meaning set forth in Section 9.04(b)(iv).

“ Reinvestment Amounthas the meaning set forth in the definition af term “Net Proceeds”.

“ Related Parties means, with respect to any specified Person, ®ersons Affiliates and the directol
officers, partners, trustees, employees, agentadwvidors of such Person and of such Person’sit&s.

“ Required Lender$ means, at any time, Lenders having CommitmentsLaaas representing more tt
50% of the sum of the aggregate amount of all toea@itments and the aggregate principal amountldhalLoans ¢
such time.

“ S&P " means Standard & Poor’s Ratings Services, aidivisf The McGrawHill Companies, Inc., ar
any successor to its rating agency business.

“ Sale and Leaseback Transactidms the meaning set forth in Section 6.03.

“ SEC " means the United States Securities and Exchangem@sion, or any other Governmel
Authority that shall have succeeded to the fundtithrereof.

“ Securities Act’ means the United States Securities Act of 1983%raended from time to time.

“ Signing Date” means September 21, 2011.

“ Specified Representatiorismeans the representations and warranties setifoSections 3.01 (in ea
case (except the representation and warranty nglati due organization and valid existence) solelyhe extent
relates to the entering into and performance of thgreement), 3.02(a), 3.02(b)(i), 3.02(b)(ii)) (bexcluding an
contractual restriction other than Material Debt,am relation to Material Debt only, disregarditite reference
“Material Adverse Effect” set forth therein), 3.@®07 and 3.08.

“ Subsidiary” means, for any Person, any corporation, partnershipther entity of which at leas
majority of the securities or other ownership iatés having ordinary voting power to elect a majoof the board ¢
directors or other persons performing similar fuorts of such corporation, partnership or othertgr{trrespective ¢
whether or not at the time securities or other awime interests of any other class or classes ol fwrporatior
partnership or other entity shall or might haveingtpower upon the occurrence of any contingensygtithe time «
any determination directly or indirectly owned amtrolled by such Person, by such Person and omaooe othe
Subsidiaries of such Person or by one or more @hbsidiaries of such Persc
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“ Supplemental Borrowing has the meaning set forth in Section 2.03.

“ Syndication Agents means Bank of America, N.A. and HSBC Bank USAtiblaal Association.

“ Taxes” means all present or future taxes, levies, impahities, deductions, withholdings (includ
backup withholding), assessments, fees or othergebaimposed by any Governmental Authority, inahgdian
interest, additions to tax or penalties applicabéreto.

“ Transactions' means (a) the execution, delivery and performanciid Borrower of this Agreement, -
borrowing of Loans and the use of the proceedstig(b) the Merger, (c) the repayment of any Daflthe Acquire:
Company and its Subsidiaries that would becomeaduztherwise default upon the consummation of trexddr an
(d) the payment of fees and expenses incurrednnestdion with the foregoing.

“ Type ", when used in reference to any Loan or Borrowinfgreeto whether the rate of interest on ¢
Loan, or on the Loans comprising such Borrowinglagermined by reference to LIBOR or the Alterraése Rate.

“ United States’ means the United States of America (including tbastituent States thereof and
District of Columbia), its territories, its possess and other areas subject to its jurisdiction.

“U.S. Persorf means a “United States person” within the meamhgection 7701(a)(30) of the Code.

“U.S. Tax Compliance Certificatehas the meaning set forth in Section 2.14(f).

“ USA PATRIOT Act” means the Uniting and Strengthening America by i@mog Appropriate Tool
Required to Intercept and Obstruct Terrorism AcR@®1, as amended from time to time, and the ratesregulatior
promulgated or issued thereunder.

“ Wholly-Owned Domestic Manufacturing Subsididrypneans any Subsidiary of the Borrower of whicl
the time of determination, all of the outstandirapital stock (other than directorgualifying shares) is owned by -
Borrower directly and/or indirectly and which, &ettime of determination, is primarily engaged ianuafacturing
provided, however, that “Wholly-Owned Domestic Manufacturing Subaigi’ shall not include any Subsidiary of
Borrower (a) that neither transacts any substaptdion of its business nor regularly maintaing anbstantial portic
of its fixed assets within the United States, ({i@ttis engaged primarily in the finance businesduding financing th
operations of, or the purchase of products thatpmoelucts of or incorporate products of, the Bomownd/or it
Subsidiaries or (c) that is primarily engaged innevship and development of real estate, constiuaiduildings o
related activities, or a combination of the foregpiln the event that there shall at :
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time be a question as to whether a Subsidiary @Bibrrower is primarily engaged in manufacturingsodescribed i
the foregoing clause (a), (b) or (c), such matkailde determined for all purposes of this Agreeti®y resolution ¢
the board of directors of the Borrower.

SECTION 1.02. Classification of Loans and Borrovgingor purposes of this Agreement, Loans
Borrowings may be classified and referred to bydye.g. a “Eurodollar Loan” or an “ABR Borrowing”).

SECTION 1.03. Terms GenerallyThe definitions of terms herein shall apply etu&b the singular ar
plural forms of the terms defined. Whenever thetexinmay require, any pronoun shall include therespondin
masculine, feminine and neuter forms. The wordsltide”, “includes” and “including’shall be deemed to be follow
by the phrase “without limitation”. The word “wilhall be construed to have the same meaning aect &$ the woi
“shall’. The words “asset” and “propertghall be construed to have the same meaning aeck effid to refer to any a
all real and personal, tangible and intangible tasaad properties, including cash, securities, @atsoand contra
rights. Except as otherwise expressly providedihgeny definition of or reference to any agreemamtrument ¢
other document (including this Agreement) shall dmmstrued as referring to such agreement, instruroerothe
document as from time to time amended, supplemeatedtherwise modified (but disregarding any ameeilt
supplement or other modification made in breachhdaf Agreement). Unless the context requires ottserw(a) th
words “herein”, “hereof’” and “hereunderdnd words of similar import, shall be construedeafer to this Agreement
its entirety and not to any particular provisiorrded and (b) all references herein to Articles, tbes, Exhibits an
Schedules shall be construed to refer to Artictes Sections of, and Exhibits and Schedules to Abreement.

SECTION 1.04. Accounting Terms; GAAHEXcept as otherwise expressly provided hereineahs of a
accounting or financial nature used herein shakkdrestrued in accordance with GAAP, as in effeatrfitime to time
provided that if the Borrower notifies the Administrative &gt that the Borrower requests an amendment t
provision hereof to eliminate the effect of any i@ occurring after the date hereof in GAAP orha applicatio
thereof on the operation of such provision (orhié tAdministrative Agent notifies the Borrower tltae Require
Lenders request an amendment to any provision héresuch purpose), regardless of whether any sutice is give
before or after such change in GAAP or in the aapion thereof, then such provision shall be iretgrl on the bas
of GAAP as in effect and applied immediately befeueh change shall have become effective until suwdite sha
have been withdrawn or such provision amendedcoraance herewith.

SECTION 1.05. Effectuation of Transaction®n the Funding Date all the representations amdanties ¢
the Borrower contained in this Agreement shall leerded made after giving effect to the Merger arel dthe
Transactions to occur on the Funding Date, unlessdntext otherwise require
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ARTICLE I
The Credits

SECTION 2.01. CommitmentS&ubject to the terms and conditions set forth ner@) each Lender agre
to make a Loan to the Borrower on the Funding Mg in no event later than the Commitment TermamaDate), it
Dollars in a principal amount not to exceed suchder’s Commitment and (b) in the event any Lender Shae
become a Nomrunding Lender, each other Lender agrees to maee@nd Loan to the Borrower on the Funding
(but in no event later than the Commitment TermamaDate), in Dollars in a principal amount notdrceed suc
Lender’s remaining Commitment, if any. Amounts idpa prepaid in respect of Loans may not be rejvoed.

SECTION 2.02. Loans and Borrowingsa) Each Loan shall be made as part of a Borroworgsisting ¢
Loans of the same Type made by the Lenders ratablgccordance with their Commitments (in the cagea
Supplemental Borrowing, such ratability to be deieed excluding the Commitments of the NBuaRding Lenders
The failure of any Lender to make any Loan requitedoe made by it shall not relieve any other Lenofeits
obligations hereunder; providéldat the Commitments of the Lenders are severahandender shall be responsible
any other Lendes failure to make Loans as required hereundee{itgounderstood that this proviso shall not afthe
obligations of the Lenders to make Loans underi@e& 01(b)).

(b) Each Borrowing shall be comprised entirely afr@tlollar Loans or ABR Loans, as the Borrower
request in accordance herewith. Each Lender atpt®n may make any Loan by causing any domestito@igr
branch or Affiliate of such Lender to make such hoprovidedthat any exercise of such option shall not affée
obligation of the Borrower to repay such Loan is@dance with the terms of this Agreement and $ugctder shall n
be entitled to any amounts payable under Sectidi’s 2.13, 2.14 or 9.03 solely in respect of insegacosts or Tax
resulting from such exercise and existing at theetof such exercise (and that would not have beeuried but fc
such exercise).

(c) At the commencement of each Interest Periodifiyr Eurodollar Borrowing, such Borrowing shallib
an aggregate amount that is an integral multipl859000,000 and not less than $1,000,000; provideda Eurodoll
Borrowing that results from a continuation of aristanding Eurodollar Borrowing may be in an aggteganount thi
is equal to such outstanding Borrowing. Borrowirtdsmore than one Type may be outstanding at thee stme
providedthat there shall not at any time be more thanal adtfive (or such greater number as may be agiedy the
Administrative Agent) Eurodollar Borrowings outstiamg.
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(d) Notwithstanding any other provision of this Agment, the Borrower shall not be entitled to retjues
to elect to convert to or continue, any EurodoBarrowing if the Interest Period requested withpexg thereto wou
end after the Maturity Date.

SECTION 2.03. Requests for Borrowing$o request a Borrowing, the Borrower shall notitye
Administrative Agent of such request by telephameir{ the case of a Eurodollar Borrowing, not ldatean 11:00 a.nr
New York City time, three Business Days before dla¢e of the proposed Borrowing or (b) in the cakaro ABFR
Borrowing, not later than 11:00 a.m., New York Qitye, one Business Day before the date of theqa®g Borrowing
Such telephonic Borrowing Request shall be irrelatecand shall be confirmed promptly by hand delver facsimile
to the Administrative Agent of an executed writi@arrowing Request; providethat a Borrowing Request may
revoked by the Borrower (by notice to the Admirasitre Agent at any time prior to 9:00 a.m., New K @ity time, or
the day of the proposed Borrowing), such revocdiioine subject to Section 2.13 in the case of ad®dng Request fc
a Eurodollar Borrowing. Such telephonic and writBarrowing Request shall specify the following infation ir
compliance with Section 2.02:

() the aggregate amount of the requested Borrowing
(i) the date of such Borrowing, which shall be asiess Day;
(iif) whether such Borrowing is to be an ABR Borriog or a Eurodollar Borrowing;

(iv) in the case of a Eurodollar Borrowing, thetiadi Interest Period to be applicable thereto, \Wwrsball b
a period contemplated by the definition of the témmterest Period”; and

(v) the location and number of the account to wificids are to be disbursed.

Promptly following receipt of a Borrowing Request accordance with this Section, the Administrathgent sha
advise each Lender of the details thereof and efathount of such LendsrLoan to be made as part of the reque
Borrowing. Notwithstanding anything to the contramythis Section, in the event any Lender shallentailed to mak
any Loan required to be made by it under Secti6f(2) (any such Lender, a * Néunding Lendef), the Borrowe
shall be deemed to have requested a BorrowingS{@pplemental Borrowint) of Loans to be made under Section 2.0
(b) in an aggregate principal amount equal to dssdr of (A) the aggregate principal amount ofLibans so failed |
have been made by all the NBonding Lenders and (B) the aggregate amount ofChimitments of all Lende
(other than the Nofunding Lenders) then remaining in effect. The $aipental Borrowing shall be deemed tc
requested to be made on the Funding Date as anBdRwing, and the location and number of the aotdo whict
funds are deemed to be requested to be disbursedpect of the Supplemental Borrowing shall batidal to thos
specified by the Borrower in t
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Borrowing Request delivered in respect of the ahiBorrowing. Promptly after obtaining knowledgeettdof, th
Administrative Agent shall advise the Borrower a@th Lender of any Lender having become a Nanding Lende
(such notice being referred to as the “ Notice dioarFunding Lendel) and shall advise each Lender of the amou
such Lender’s Loan to be made under Section 2.@HIpgart of the Supplemental Borrowing.

SECTION 2.04. Funding of Borrowing&) Each Lender shall make each Loan to be madehsreunde
on the Funding Date by wire transfer of immediai@hailable funds in Dollars by 10:00 a.m., New Y@ty time, tc
the account of the Administrative Agent most relyedesignated by it for such purpose by noticehte Lender:
providedthat, in the case of any Loan to be made as paat ®fipplemental Borrowing, each Lender shall malo
Loan on the Funding Date by wire transfer of imraggly available funds in Dollars, to such accouhtthe
Administrative Agent, as promptly as practicabléeathaving received the Notice of a NBonding Lender. Tt
Administrative Agent will make such Loans availabdethe Borrower by promptly (and in any event,laier than tw
hours after receipt) remitting the amounts so kexki in like funds, to an account specified by Bwrower in th
Borrowing Request.

(b) Unless the Administrative Agent shall have reee notice from a Lender prior to the Funding Diduia
such Lender will not make available to the Admirasve Agent such Lendes’ share of such Borrowing,
Administrative Agent may assume that such Lendar hade such share available on such date in acwadaitt
paragraph (a) of this Section and may, in reliamteuch assumption, make available to the Borr@avasrrespondir
amount. In such event, if a Lender has not in faatle its full share of such Borrowing availabléhe Administrativ:
Agent, then the applicable Lender and the Borrosexerally agree to pay to the Administrative Agfmthwith or
demand such corresponding amount with interesetmerfor each day from and including the date sumbunt is mac
available to the Borrower to but excluding the datepayment to the Administrative Agent, at (i)time case of
payment to be made by such Lender, the greateneofederal Funds Effective Rate and a rate detedmioy th
Administrative Agent in accordance with banking ustty rules on interbank compensation or (ii) ie ttase of
payment to be made by the Borrower, the interdéstapplicable to such Borrowing. If such Lendergpaych amount
the Administrative Agent, then such amount shahlstitute such Lendes’Loan included in such Borrowing. If
Borrower pays such amount to the Administrative Wgeéhen such amount shall constitute a reductibrsuct
Borrowing.

SECTION 2.05. Interest Electiong@) Each Borrowing initially shall be of the Typada in the case of
Eurodollar Borrowing, shall have an initial Interd3eriod as specified in the Borrowing Request.ré&ater, th
Borrower may elect to convert such Borrowing toarBwing of a different Type or to continue suchr®aing and, il
the case of a Eurodollar Borrowing, may elect kedePeriods therefor, all as provided in this ®ectifThe Borrowe
may elect different options with respect to differportions of the affected Borrowing, in which easach such porti
shall be allocated ratably among the Lenders hgltlie Loans comprising such Borrowing, and the lsoammprisin
each such portion shall be considered a separatewiag.
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(b) To make an election pursuant to this Sectioa,Borrower shall notify the Administrative Ageritsuct
election by telephone (i) in the case of a conear$d or a continuation of a Eurodollar Borrowimgt later than 11:(
a.m., New York City time, three Business Days befine date of the proposed conversion or contionair (i) in the
case of a conversion to an ABR Borrowing, not l#tan 11:00 a.m., New York City time, one BusinBsy before th
date of the proposed conversion. Each such teleplaierest Election Request shall be revocablangttime prior t
the effective date of the conversion or continuaspecified in such notice (subject to the paynibgnthe Borrower ¢
amounts described in Section 2.13 if the AdministeaAgent has already given notice of such recegesbnversion
continuation to the Lenders) and shall be confirmeaiptly by hand delivery or facsimile to the Adnstrative Ager
of an executed written Interest Election RequeathBelephonic and written Interest Election Retjgball specify th
following information in compliance with Section02:

(i) the Borrowing to which such Interest ElectiordRest applies and, if different options are belegte(
with respect to different portions thereof, the twors thereof to be allocated to each resultingr@eing (ir
which case the information to be specified pursuantlauses (iii) and (iv) below shall be specified eacl
resulting Borrowing);

(i) the effective date of the election made purdu® such Interest Election Request, which shalle
Business Day;

(iif) whether the resulting Borrowing is to be aBR Borrowing or a Eurodollar Borrowing; and

(iv) if the resulting Borrowing is to be a EurodnilBorrowing, the Interest Period to be applicahkeretc
after giving effect to such election, which shadl & period contemplated by the definition of thentéinteres
Period”.

(c) Promptly following receipt of an Interest Elerti Request in accordance with this Section,
Administrative Agent shall advise each Lender & tetails thereof and of such Lendeportion of each resulti
Borrowing.

(d) If the Borrower fails to deliver a timely Intst Election Request with respect to a Eurodolt@r&ving
prior to the end of the Interest Period applicahkreto, then, unless such Borrowing is repaidrasiged herein, tt
Borrower shall be deemed to have elected to comsumtt Eurodollar Borrowing into an ABR Borrowindeadtive as ¢
the last day of such Interest Period.

SECTION 2.06._Termination and Reduction of Commiitee(a) Unless previously terminated, (i) e
Lenders Commitment shall automatically reduce by the amafi each Loan made by such Lender, such redutd
be effective immediately following the making ofcbuLoan by such Lender, and (ii) t
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Commitments shall terminate upon the earlier of tfk) borrowing of the Loans (including, if applitebLoan:
comprising the Supplemental Borrowing) in accorganith Section 2.01 and (B) 5:00 p.m., New YorkyQitne, or
the Commitment Termination Date.

(b) The Borrower may at any time terminate, or friamme to time reduce, the Commitments; provideal
(i) each reduction of the Commitments shall beriramount that is an integral multiple of $10,000,6@d not less th.
$50,000,000. The Borrower shall notify the Admirasive Agent of any election to terminate or redube
Commitments under this paragraph (b) at least tBiegness Days prior to the effective date of steimination o
reduction, specifying such election and the effectiate thereof. Each notice delivered by the Beergoursuant to th
paragraph (b) shall be irrevocable; providleat a notice of termination of the Commitmentswekd by the Borrow:
may state that such notice is conditioned uporeffextiveness of other credit facilities, in whicase such notice m
be revoked by the Borrower (by notice to the Adstir@dtive Agent on or prior to the specified effeetidate) if suc
condition is not satisfied.

(c) In the event and on each occasion that, afterdate hereof and prior to the termination of
Commitments in accordance with this Section, eitfiethe Borrower receives any Net Proceeds in eespf ¢
Reduction/Prepayment Event described in clausef(t)e definition of such term or (ii) the Borrower any of it:
Subsidiaries receives any Net Proceeds in respecReduction/Prepayment Event described in cléaser (c) of th
definition of such term, then (A) subject to themediately next sentence, the Borrower shall withia Business Day
of receipt of such Net Proceeds notify the Admnaitste Agent of such Reduction/Prepayment Everetatimount of Ne
Proceeds resulting therefrom and the amount ofRbduction/Prepayment Event Threshold Amount theeffac
(together with, in each case, a reasonably detaaézllation thereof) and (B) if such Net Proceerseed (the amot
of such excess being referred to as the “ Reduétmapunt”) the Reduction/Prepayment Event Threshold Amoumi
in effect, the Commitments will automatically reéu(n the earlier of the date of delivery of suciiae or the fiftl
Business Day after such receipt) by an aggregateuaimequal to the lesser of (1) the aggregate amotirthe
Commitments then in effect and (2) the ReductionoAnt. The Borrower shall not be required to deligay notic
referred to in clause (A) above in respect of apgirRtion/Prepayment Event with respect to whichBbeower and it
Subsidiaries have received Net Proceeds of $50@00®r less, except if a reduction in the Committeevould resu
therefrom pursuant to the immediately precedingesere.

(d) Promptly following receipt of any notice purstiato paragraph (b) or (c) of this Section,
Administrative Agent shall advise the Lenders & tlontents thereof. Any termination or reductiothaef Commitmen
shall be permanent. Each reduction of the Commitsnghall be made ratably among the Lenders in dacae witl
their Commitments
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SECTION 2.07. Repayment of Loans; Evidence of D@)tThe Borrower hereby unconditionally prom
to pay to the Administrative Agent for the accoaheach Lender the then unpaid principal amourthefLoan of suc
Lender on the Maturity Date.

(b) Each Lender shall maintain in accordance wghusual practice an account or accounts evideribi
indebtedness of the Borrower to such Lender reguftiom each Loan made by such Lender, includirgattmounts «
principal and interest payable and paid to suchdeefrom time to time hereunder.

(c) The records maintained by the AdministrativeeAgand the Lenders shall be prifaaie evidence of th
existence and amounts of the obligations of therd@eer in respect of the Loans, interest and fees @luaccrue
hereunder;_providethat the failure of the Administrative Agent or abgnder to maintain such records or any ¢
therein shall not in any manner affect the oblgatof the Borrower to pay any amounts due hereuimdaccordanc
with the terms of this Agreement.

(d) Any Lender may request that the Loan made b ievidenced by a promissory note. In such eviee
Borrower shall prepare, execute and deliver to dwerider a promissory note payable to such Lenderif(cequeste
by such Lender, to such Lender and its registessigas) and in a form approved by the Administethgent an
reasonably acceptable to the Borrower. ThereatterLoan evidenced by such promissory note anaesitteherec
shall at all times (including after assignment parg to Section 9.04) be represented by one or pramissory note
in such form payable to the payee named thereinf(such promissory note is a registered notesutch payee and
registered assigns).

SECTION 2.08. Prepayment of Loan&) The Borrower shall have the right, in itsesdlscretion, at at
time and from time to time, to prepay any Borrowingwhole or in part, without premium or penaltyu{tsubject t
Section 2.13) upon notice to the Administrative Aigby telephone (confirmed by hand delivery or iiaig) of any
such optional prepayment (i) in the case of pregayof a Eurodollar Borrowing, not later than 11260., New Yor
City time, three Business Days before the daterepgyment or (ii) in the case of prepayment of &RABorrowing
not later than 9:00 a.m., New York City time, oe thate of prepayment. Each such notice shall beaoable and shi
specify the prepayment date.

(b) In the event and on each occasion that, dftemtaking of the Loans hereunder on the Funding,
either (i) the Borrower receives any Net Proceed®spect of a Reduction/Prepayment Event deschibelduse (b) ¢
the definition of such term or (ii) the Borrower any of its Subsidiaries receives any Net Proceedgspect of
Reduction/Prepayment Event described in clauser(€¢) of the definition of such term, then (A) gedi to the
immediately next sentence, the Borrower shall witfive Business Days of receipt of such Net Prosesatify the
Administrative Agent of such Reduction/Prepaymener, the amount of Net Proceeds resulting themefamd th
amount of the Reduction/Prepayment Event ThresAoidunt then ir
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effect (together with, in each case, a reasonaélgiled calculation thereof) and (B) if such Nebd&eds exceed (t
amount of such excess (if any) being referred tahas“ Prepayment Amouri) the Reduction/Prepayment Ev
Threshold Amount then in effect, within five BuséseDays of the day such Net Proceeds are recdived3orrowe
shall prepay Borrowings in an amount equal to #esér of the aggregate principal amount of Loaes thutstandir
and the Prepayment Amount. The Borrower shall eateguired to deliver any notice referred to irusk (A) above i
respect of any Reduction/Prepayment Event witheetsip which the Borrower and its Subsidiaries haaceived Ne
Proceeds of $500,000,000 or less, except if a prepat of the Borrowings would be required on acctahereo
pursuant to the immediately preceding sentence.

(c) Each notice delivered pursuant to paragraplofahis Section (and if a prepayment is to be ny
paragraph (b) of this Section), shall specify thiegpal amount of each Borrowing or portion thdrém be prepaic
Promptly following receipt of any notice pursuantparagraph (a) or (b) of this Section, the Adntratsve Agent sha
advise the Lenders of the contents thereof. Eadiapaptional prepayment of any Borrowing shalliben amount th
would be permitted in the case of an advance ofoadding of the same Type as provided in Secti®22Eacl
prepayment of a Borrowing shall be applied ratablyhe Loans included in the prepaid Borrowing.p@sements she
be accompanied by accrued interest thereon.

SECTION 2.09. Fees(a) Subject to Section 2.17, the Borrower agtegzay to the Administrative Age
for the account of each Lender a commitment feechvihall accrue in an amount equal to 0.05% peuemon th
daily amount of the undrawn Commitment of such leenduring the period from and including the dateebéto bu
excluding the date on which such Commitment teritemaAccrued commitment fees shall be payablerigass on th
last day of March, June, September and Decembeadf year, on the Funding Date and on the datgh@r than th
Funding Date) on which all the Commitments termenatommencing on the first such date to occur dfterdat
hereof. All commitment fees shall be computed a lthsis of a year of 360 days and shall be payablie actue
number of days elapsed (including the first daydxduding the last day).

(b) The Borrower agrees to pay to the Administetgent for the account of each Lender on eaclne
dates set forth below a duration fee equal to gpti@able percentage set forth below of the aggeegencipal amoul
of such Lend¢'s Loans outstanding on such d:
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Date Duration Fee Percente
90 days after the 0.25%, if the Facility Balance on such date is 0$8,000,000
Funding Date 0.50%, if Facility Balance on such date> $8,000,000,00!

180 days after the 0.75%
Funding Date

270 days after the 1.00%
Funding Date

(c) The Borrower agrees to pay to the partiesledtihereto the fees payable pursuant to the AeakRg:
Letter, in the amounts and at the times set fdrénetin.

(d) The Borrower agrees to pay to the Administethgent, for its own account, fees payable pursta
the Administrative Agent Fee Letter, in the amouwarid at the times set forth therein.

(e) All fees payable hereunder shall be paid ondtites due, in immediately available funds, toghsie:
entitled thereto or, in the case of the commitnieas and the duration fees, to the Administratigert for distributio
to the Lenders entitled thereto. Fees paid shalbagefundable under any circumstances.

SECTION 2.10. Interesfa) The Loans comprising each ABR Borrowing shatibinterest at the Altern:
Base Rate plus the Applicable Rate.

(b) The Loans comprising each Eurodollar Borrowshgll bear interest at LIBOR for the Interest Peiiit
effect for such Borrowing plus the Applicable Rate.

(c) Notwithstanding the foregoing, if any principafl or interest on any Loan or any fee or other amni
payable by the Borrower hereunder is not paid wiheé® whether at stated maturity, upon acceleratioatherwise
such overdue amount shall bear interest, afteredlsas before judgment, at a rate per annum equ@) in the case
overdue principal of any Loan, 2.00% per annum phes rate otherwise applicable to such Loan asigealvin th
preceding paragraphs of this Section or (ii) in¢hee of any other amount, 2.00% per annum plusateeapplicable -
ABR Loans as provided in paragraph (a) of this iBact

(d) Accruedinterest on each Loan shall be payable in arrearsagh Interest Payment Date for such L
providedthat (i) interest accrued pursuant to paragrapbf(t)is Section shall be payable on demand,r{ithe event (
any repayment or prepayment of any Loan, accruidest on the principal amount repaid or prepaall $ie payabl
on the date of such repayment or prepayment afpé(the event of any conversion of any Eurodollaan prior to th
end of the current Interest Period therefor, aatingerest on such Loan shall be payable on thecefe date of sur
conversion
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(e) All interest hereunder shall be computed onbidegs of a year of 360 days, except that inte@stpute:
by reference to the Alternate Base Rate at timesnwhe Alternate Base Rate is based on the Prinbe $Xell b
computed on the basis of a year of 365 days (orda§8 in a leap year), and in each case shall yebpafor the actu
number of days elapsed (including the first day éxtluding the last day). The applicable AlternBese Rate «
LIBOR shall be determined by the Administrative Ageand such determination shall be conclusive rabsgnifes
error.

SECTION 2.11. [Reserved.]

SECTION 2.12. Increased Costs) If any Change in Law shall:

() impose, modify or deem applicable any resespecial deposit, compulsory loan, insurance char
similar requirement against assets of, deposits @rifor the account of, or credit extended by, begder (exce|
any such reserve requirement reflected in LIBOR);

(i) impose on any Lender or the London interbardrket any other condition, cost or expense (othar
Taxes) affecting this Agreement or Loans made loy fiender; or

(i) subject any Lender to any Taxes (other tha) lhdemnified Taxes and (B) Excluded Taxes) ol
loans, loan principal, commitments or other oblgad, or its deposits, reserves, other liabilitas capita
attributable thereto;

and the result of any of the foregoing shall bantwrease the cost to such Lender or other Recimémhaking o
maintaining any Loan (or of maintaining its obligat to make any such Loan), or to reduce the amotiainy sur
received or receivable by such Lender or other frext hereunder (whether of principal, interesbtirerwise), thei
from time to time upon request of such Lender dreptRecipient, the Borrower will pay to such Lenderothe
Recipient, as the case may be, such additional atmylamounts as will compensate such Lender @rd®ecipient, ¢
the case may be, for such additional costs or esggeimcurred or reduction suffered.

(b) If any Lender reasonably determines that angrm@k in Law regarding capital requirements (exeeg
such reserve requirement reflected in LIBOR) has dvawould have the effect of reducing the rateetéirn on suc
Lender’s capital or on the capital of such Lenddrolding company, if any, as a consequence ofAbieement, tr
Commitments of or the Loans made by such Lenderlevel below that which such Lender or such Lersdieolding
company would have achieved but for such Chandeawm (taking into consideration such Lendepolicies and tt
policies of such Lendes’holding company with respect to capital adequattyn, from time to time upon reques
such Lender, the Borrower will pay to such Lenderhsadditional amount or amounts as will compensaté Lende
or such Lender’s holding company for any such rédocsuffered.

(c) A certificate of a Lender setting forth the ambor amounts necessary to compensate such Lende
holding company, as the case may be
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specified in paragraph (a) or (b) of this Sectiehwred to the Borrower shall be prima facie eucke of the amou
claimed;_providedhat it is accompanied by a statement in reasorddtigil of the calculation on which such amc
was based. The Borrower shall pay such Lendehesdse may be, the amount shown as due on anycetidicate
within 10 days after receipt thereof.

(d) Promptly after any Lender or the Administratikgent has determined that it will make a reques
increased compensation pursuant to this Sectiah, lsender or the Administrative Agent, as applieashall notify th
Borrower thereof. Failure or delay on the partimy &ender to demand compensation pursuant to #asiéh shall nc
constitute a waiver of such Lender’s right to dethauch compensation; providedat the Borrower shall not
required to compensate a Lender pursuant to thetiddefor any increased costs or expenses incusregduction
suffered more than 180 days prior to the dategbeh Lender, as the case may be, notifies the #errof the Chanc
in Law giving rise to such increased costs or egpenor reductions and of such Lendemtention to clair
compensation therefor; provided furthtbat, if the Change in Law giving rise to such @ased costs or expense
reductions is retroactive, then the 1@y period referred to above shall be extendeddinde the period of retroact
effect thereof.

SECTION 2.13. Break Funding Paymeritsthe event of (a) the payment of any principaany Eurodolle
Loan other than on the last day of an Interestoéeapplicable thereto (including as a result ofeaent of Default
(b) the conversion of any Eurodollar Loan othemtlom the last day of the Interest Period applicabéreto, (c) th
failure to borrow, convert or continue any EurodolLoan on the date specified in any notice dediggsursuant here
(whether or not such notice may be revoked in atamre with the terms hereof), (d) the failure tepary an
Eurodollar Loan on a date specified therefor in antice of prepayment given by the Borrower orte) assignme
(other than as a result of a default by the appleedender in the performance of its agreement$ostt herein) of an
Eurodollar Loan other than on the last day of thierest Period applicable thereto as a result cégaiest by tr
Borrower pursuant to Section 2.16, then, in anyh®uent, the Borrower shall compensate each Ldoddne loss, co
and expense attributable to such event. Such ¢oss$,or expense to any Lender shall be deemedchad® an amou
determined by such Lender to be the excess, if@ny) the amount of interest that would have aeckon the princip
amount of such Loan had such event not occurred|B®R that would have been applicable to such L{aut no
including the Applicable Rate applicable thereto),the period from the date of such event to t#st tay of the the
current Interest Period therefor (or, in the casa failure to borrow, convert or continue, for §heriod that would ha
been the Interest Period for such Loan), oveth{g)amount of interest that would accrue on suatcimal amount fc
such period at the interest rate which such Lemdwrrld bid were it to bid, at the commencement afhsperiod, fo
Dollar deposits of a comparable amount and penioohfother banks in the London interbank market.eftificate o
any Lender delivered to the Borrower and settinghf@any amount or amounts that such Lender isledtib receiv
pursuant to this Section shall be prima facie ewgeof such amount; providédat it is accompanied by a statemel
reasonable detail of the calculation on which saictount was based. The Borrower shall pay such ehdeamour
shown as due on any such certificate within 10 @dies receipt thereo
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SECTION 2.14. Taxes(a) Payments Free of TaxeAny and all payments by or on account of
obligation of the Borrower under this Agreementlisha made without deduction or withholding for angxes, exce
as required by applicable law. If any applicable [@s determined in the good faith discretion & Borrower or ar
other applicable withholding agent) requires thduibtion or withholding of any Tax from any such pent by th
Borrower or such other withholding agent, then Bearower or such other applicable withholding agshall b
entitled to make such deduction or withholding ahdll timely pay the full amount deducted or witlshi® the relevai
Governmental Authority in accordance with appliealaw and, if such Tax is an Indemnified Tax, themsum payab
by the Borrower shall be increased as necessatiyas@fter such deduction or withholding has be@den(includin
such deductions and withholdings applicable to tamithl sums payable under this Section) the applec&ecipier
receives an amount equal to the sum it would hegeived had no such deduction or withholding beadem

(b) Payment of Other Taxes by the Borrowre Borrower shall timely pay any Other Taxes ®rilevar
Governmental Authority in accordance with applieathw or, at the option of the Administrative Agefitnely
reimburse it for Other Taxes.

(c) Evidence of Payment#\s soon as practicable after any payment of Taxeshb Borrower to
Governmental Authority pursuant to this Sectior, Borrower shall deliver to the Administrative Agéne original o
a certified copy of a receipt issued by such Gowvermtal Authority evidencing such payment, a copythef retur
reporting such payment or other evidence of sugimgat reasonably satisfactory to the Administrathgent.

(d) Indemnification by the Borroweihe Borrower shall indemnify each Recipient, witl2@ days afte
demand therefor, for the full amount of any Indefedi Taxes (including Indemnified Taxes imposedsserted on
attributable to amounts payable under this Sectpayable or paid by such Recipient or required éonithheld o
deducted from a payment to such Recipient and aagonable expenses arising therefrom or with réspecetc
whether or not such Indemnified Taxes were coryeatl legally imposed or asserted by the relevanteBumente
Authority. A certificate as to the amount of suadyment or liability delivered to the Borrower by.ander (with a cog
to the Administrative Agent), or by the Adminisivat Agent on its own behalf or on behalf of a Lendshall b
conclusive absent manifest error.

(e) Indemnification by the Lender&ach Lender shall severally indemnify the Adntiiaisve Agent, withii
10 days after demand therefor, for (i) any InderadifTaxes attributable to such Lender (but onlyhi extent that tt
Borrower has not already indemnified the Administe Agent for such Indemnified Taxes and withauatifing the
obligation of the Borrower to do so), (ii) any Taxatributable to such Lendsffailure to comply with the provisions
Section 9.04(c) relating to tt
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maintenance of a Participant Register and (iii) &xgluded Taxes attributable to such Lender, irmezase, that a
payable or paid by the Administrative Agent in ceation with this Agreement, and any reasonable esg arisin
therefrom or with respect thereto, whether or nathsTaxes were correctly or legally imposed or dedeby th:
relevant Governmental Authority. Each Lender skallerally indemnify the Borrower for any Taxes paicgayable b
the Borrower (and not deducted or withheld by th@r8wer from any payment otherwise due hereundesuid
Lender) as a result of the failure of such Lendeddliver, or as a result of the inaccuracy, inadeg or deficiency ¢
any documentation required to be delivered by suehder to the Borrower pursuant to Section 2.14f)d an
reasonable expenses arising therefrom or with ceégbereto, whether or not such Taxes were coyemtllegally
imposed or asserted by the relevant Governmenttiofidy. A certificate as to the amount of such ipayt or liability
delivered to any Lender by the Administrative Agehall be conclusive absent manifest error. Eaamdée hereb
authorizes the Administrative Agent and the Borroteeset off and apply any and all amounts at ang owing by th
Administrative Agent or the Borrower (as applicalile such Lender under this Agreement or othenpegable by th
Administrative Agent or the Borrower (as applicghitethe Lender from any other source against amguent due to tr
Administrative Agent or the Borrower (as applicghlader this paragraph.

(f) Status of Lenders(i) Any Lender that is entitled to an exemptiosanm or reduction of withholding T:
with respect to payments made under this Agreemstealt deliver to the Borrower and the Administrati&gent, at th
time or times prescribed by applicable law or reasdy requested by the Borrower or the Adminisgethgent, suc
properly completed and executed documentation pbestby applicable law or reasonably requestethbyBorrowe
or the Administrative Agent as will permit such pagnts to be made without withholding or at a reducse o
withholding. In addition, any Lender, if reasonabdygjuested by the Borrower or the AdministrativeeAy shall delive
such other documentation prescribed by applicaMedr reasonably requested by the Borrower or ttniAistrative
Agent as will enable the Borrower or the Administra Agent to determine whether or not such Lenslsubject to ar
withholding (including backup withholding) or infmation reporting requirements. Notwithstanding amg to the
contrary in the preceding two sentences, the cdiopleexecution and submission of such documemtgidher tha
such documentation set forth in Section 2.14(fA)) 2.14(f)(ii))(B) and 2.14(f)(ii)(D)) shall not é required if in th
Lenders reasonable judgment such completion, executiosubmission would subject such Lender to any nd
unreimbursed cost or expense or would materiatyuglice the legal or commercial position of suchder.

(i) Without limiting the generality of the foregay, in the event that the Borrower is a U.S. Person

(A) any Lender (or if such Lender is disregardechasntity separate from its owner for U.S. Fed&xx
purposes, the Person treated as its owner for ke@&eral tax purposes) that is a U.S. Person shklled to th
Borrower and the Administrative Agent (in such n@mbf copies as shall be requested by the recjp@nb
prior to the date on which such Lender becomesnaléreunde
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this Agreement (and from time to time thereafterorupthe reasonable request of the Borrower ol
Administrative Agent), duly completed and executeminals of IRS Form W8 certifying that such Lender
exempt from U.S. Federal backup withholding tax;

(B) any Foreign Lender (or if such Foreign Lendedisregarded as an entity separate from its ovan
U.S. Federal tax purposes, the Person treated asviter for U.S. Federal tax purposes) shall, éoetkient it i
legally entitled to do so, deliver to the Borroveerd the Administrative Agent (in such number ofiespas she
be requested by the recipient) on or prior to thte @n which such Foreign Lender becomes a Lenu#grithi
Agreement (and from time to time thereafter upam rsasonable request of the Borrower or the Admnatige
Agent), whichever of the following is applicable:

(1) in the case of a Foreign Lender (or if the Kprd_ender is disregarded as an entity sep
from its owner for U.S. Federal tax purposes, tkesén treated as its owner for U.S. Feders
purposes) entitled to the benefits of an incomer@aty to which the United States is a party (#h
respect to payments of interest under this Agre¢ntity completed and executed originals of
Form W-8BEN establishing an exemption from, or reductidn ©.S. Federal withholding T
pursuant to the “interestarticle of such tax treaty and (y) with respectatay other applicab
payments under this Agreement, duly completed axetwged originals of IRS Form \8BEN
establishing an exemption from, or reduction ofSUFederal withholding Tax pursuant to
“business profits” or “other income” article of sutax treaty;

(2) duly completed and executed originals of IR&8V-8ECI;

(3) in the case of a Foreign Lender (or if suchekpr Lender is disregarded as an e
separate from its owner for U.S. Federal tax purpothe Person treated as its owner for U.S. Fk
tax purposes) entitled to the benefits of the exengor portfolio interest under Section 881(c)tioé
Code, (x) a duly completed and executed certificatiestantially in the form of Exhibit @-to the
effect that such Foreign Lender is not a “bamkthin the meaning of Section 881(c)(3)(A) of
Code, a “10 percent shareholdef’the Borrower within the meaning of Section 8§@3}(B) of the
Code, or a “controlled foreign corporation” desedbin Section 881(c)(3)(C) of the Code (&:S
Tax Compliance Certificatd and (y) duly completed and executed originaldR% Form W8BEN;
or
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(4) to the extent a Foreign Lender (or if such kprd_ender is disregarded as an entity sep
from its owner for U.S. Federal tax purposes, teesén treated as its owner for U.S. Feders
purposes) is not the beneficial owner, duly congauleand executed originals of IRS Form8IVAY,
accompanied by IRS Form W-8ECI, IRS Form 8BEN, a U.S. Tax Compliance Certific
substantially in the form of Exhibit D-2 or ExhibR-3, IRS Form W9, and/or other certificatic
documents from each beneficial owner, as applic@bid including any other information require:
be provided by IRS Form W-8IMY); providddat if the Foreign Lender is a partnership and o
more direct or indirect partners of such Foreigndes are claiming the portfolio interest exempt
such Foreign Lender may provide a U.S. Tax Comp&a@ertificate substantially in the form
Exhibit D-4 on behalf of each such direct and iadirpartner;

(C) any Lender (or if such Lender is disregardedmentity separate from its owner for U.S. Fedtax
purposes, the Person treated as its owner forké&eral tax purposes) shall, to the extent itgsllg entitled t
do so, deliver to the Borrower and the AdministrathAgent (in such number of copies as shall beestga by th
recipient) on or prior to the date on which sucinder becomes a Lender under this Agreement (amdl tiroe tc
time thereafter upon the reasonable request oBtreower or the Administrative Agent), executedgorals o
any other form prescribed by applicable law assasbi@r claiming exemption from or a reduction irfSUFeder:
withholding Tax, duly completed, together with sushpplementary documentation as may be prescrily
applicable law to permit the Borrower or the Admtrative Agent to determine the withholding or detchn
required to be made; and

(D) if a payment made to a Lender under this Agreetmvould be subject to U.S. Federal withholding
imposed by FATCA if such Lender were to fail to qdynwith the applicable reporting requirements &TCA
(including those contained in Section 1471(b) or2(#) of the Code, as applicable), such Lendet sladiver tc
the Borrower and the Administrative Agent at thaeior times prescribed by law and at such timeires
reasonably requested by the Borrower or the Admmatise Agent such documentation prescribed by iagble
law (including as prescribed by Section 1471(bJ{3jij of the Code) and such additional document
reasonably requested by the Borrower or the Aditnatise Agent as may be necessary for the Borrcamel the
Administrative Agent to comply with their obligatis under FATCA and to determine that such Lende
complied with such Lendes’obligations under FATCA or to determine the anmtdardeduct and withhold fro
such payment. Solely for purposes of this clauge [PATCA” shall include any amendments made to FA
after the date of this Agreeme
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Upon the reasonable request of the Borrower oAthainistrative Agent, any Lender shall update amyn
or certification previously delivered pursuant hstSection 2.14(f). Each Lender agrees that iffany or certificatiol
it previously delivered expires or becomes obsoteténaccurate in any respect, it shall promptlgdan any ever
within 10 days after such expiration, obsolesceasrcmaccuracy) (x) update such form or certificatar (y) notify the
Borrower and the Administrative Agent in writing it$ legal inability to do so.

(g) Treatment of Certain Refund# any party determines, in its sole discreticereised in good faith, tr
it has received a refund or credit of any Taxe®aghich it has been indemnified pursuant to tresti®n (including b
the payment of additional amounts pursuant to $i@stion), it shall pay to the indemnifying party @amount equal
such refund or credit (but only to the extent alemnity payments made under this Section with sjpethe Taxe
giving rise to such refund), net of all reasonahléofpocket expenses (including Taxes) of such indeeuhifiarty an
without interest (other than any interest paid gy televant Governmental Authority with respecstich refund). Suc
indemnifying party, upon the request of such indiiexh party, shall repay to such indemnified pattg amount pa
over pursuant to this paragraph (plus any penaligsrest (but solely with respect to the periadimy which thi
indemnifying party held such refund) or other clegrgmposed by the relevant Governmental Authoritythe ever
that such indemnified party is required to repaghstefund to such Governmental Authority. Notwigreting anythin
to the contrary in this paragraph, in no event \lie indemnified party be required to pay any andionar
indemnifying party pursuant to this paragraph tlagnpent of which would place the indemnified pantyd les
favorable net aftef-ax position than the indemnified party would haeen in if the indemnification payments
additional amounts giving rise to such refund haden been paid. This paragraph shall not be casdtia require ar
indemnified party to make available its Tax retufos any other information relating to its Taxesttht deem
confidential) to the indemnifying party or any atlierson.

SECTION 2.15. Payments Generally; Pro Rata Treatn@draring of Setoffga) The Borrower shall ma
each payment required to be made by it hereundartprthe time expressly required hereunder fahgpayment (or,
no such time is expressly required, prior to 12n@@n, New York City time), on the date when dueDiollars ir
immediately available funds, without any setoftounterclaim. Any amounts received after such timeny date ma
in the discretion of the Administrative Agent, beedhed to have been received on the next succeBdsigess Day fi
purposes of calculating interest thereon. All spelgments shall be made to such account as maydogfisd by th
Administrative Agent; providedhat payments pursuant to Sections 2.09(c), 2.13,2.14, and 9.03 shall be m
directly to the Persons entitled thereto. The Adstiative Agent shall distribute any such paymewgeived by it for th
account of any other Person to the appropriateiead promptly following receipt thereof. If anyyaent hereund
shall be due on a day that is not a Business Daydate for payment shall be extended to the nexdegding Busine
Day, and, in the case of any payment accruingastemterest thereon shall be payable for theodesf such extensic
Any payment by the Borrower credited to the accospcified by the Administrative Agent shall disade the
obligation of the Borrower to make such paymerthattime such credit is so effected, irrespectivéhe time of an
distribution of such payment by the AdministratAgent to any Lende
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(b) If any Lender shall, by exercising any rights#toff or counterclaim or otherwise, obtain paytme
respect of any principal of or interest on any tsf lloans resulting in such Lender receiving paynana greate
proportion of the aggregate amount of its Loans asatued interest thereon than the proportion vedeby any othe
Lender, then the Lender receiving such greater@timm shall purchase (for cash at face value)igpdtions in th
Loans of other Lenders to the extent necessarhatatie amount of all such payments shall be shiayettie Lendel
ratably in accordance with the aggregate amounpsio€ipal of and accrued interest on their Logsyidedthat (i) if
any such participations are purchased and all grpartion of the payment giving rise thereto isaesred, suc
participations shall be rescinded and the purclpase restored to the extent of such recovery, authnterest, ar
(ii) the provisions of this paragraph shall notdmstrued to apply to any payment made by the Bargursuant |
and in accordance with the express terms of thieément (for the avoidance of doubt, as in effemiftime to time
or any payment obtained by a Lender as consider&tiothe assignment of or sale of a participatioany of its Loan
to any assignee or participant, other than to therdver or any Subsidiary or Affiliate thereof (&s which the
provisions of this paragraph shall apply). The Bar agrees that any Lender acquiring a parti@pgpursuant to tt
foregoing arrangements may, to the fullest extentitted by law, exercise all its rights of paymetith respect to sur
participation as fully as if such Lender were tirvect creditor of the Borrower in the amount of lsgarticipation.

(c) Unless the Administrative Agent shall have reee notice from the Borrower prior to the datevamch
any payment is due to the Administrative Agenttfug account of the Lenders hereunder that the Bemravill not
make such payment, the Administrative Agent mayimgsthat the Borrower has made such payment on datehir
accordance herewith and may, in reliance upon asstmption, distribute to the Lenders the amouet blusuch ever
if the Borrower has not in fact made such paymémen each of the Lenders severally agrees to répathe
Administrative Agent forthwith on demand the amosatdistributed to such Lender with interest thardor each de
from and including the date such amount is distaduo it to but excluding the date of paymenthe Administrativ:
Agent, at the Federal Funds Effective Rate.

(d) If any Lender shall fail to make any paymermjuieed to be made by it hereunder to or for theanto
the Administrative Agent, then the Administrativgext may, in its discretion (notwithstanding anytcary provisiol
hereof), (i) apply any amounts thereafter recebgdhe Administrative Agent for the account of sli@nder to satist
such Lendes obligations in respect of such payment untilsaith unsatisfied obligations have been discharg
(i) hold any such amounts in a segregated accasntash collateral for, and application to, anyriitfunding
obligations of such Lender pursuant to Sectiong(®)) 2.15(c) and 9.03(c), in each case in sucleroas shall k
determined by the Administrative Agent in its desaon.
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SECTION 2.16. Mitigation Obligations; Replacemeht enders.(a) Each Lender shall (i) if it determir
that it is specifically entitled to compensationden Section 2.14, use its reasonable efforts togdate a differer
lending office, if any, for funding or booking itsbans hereunder or to assign and delegate itssrigihd obligatior
hereunder to another of its offices, branches dilidtes, if any, if such designation or assignmantl delegation wou
avoid, or minimize the amount of, any payment by Borrower of additional amounts under Section 2nlrespect ¢
such Lender and (ii) if it determines that it i®sffically entitled to compensation under Sectial??2 use its reasona
efforts (including using reasonable efforts to deate a different lending office, if any, for fundior booking its Loatr
hereunder or to assign and delegate its righthhgations hereunder to another of its officegnighes or Affiliates,
any), but only if it shall not incur any disadvagegaas a result thereof, to avoid, or to minimize #mount of, ar
payment by the Borrower of additional amounts urigksstion 2.12 in respect of such Lender.

(b) If (i) any Lender requests or becomes entitiednd does not waive compensation under Sectildh
(ii) the Borrower is required to pay any Indemnifi€axes or additional amounts to any Lender or @onyernment:
Authority for the account of any Lender pursuanSextion 2.14, (iii) any Lender has become a DéfegiLender on ¢
prior to the Funding Date or (iv) any Lender hagethto consent to a proposed amendment, waivechdrge ¢
termination that under Section 9.02 requires thesent of all the Lenders (or all the affected Leafland with respe
to which the Required Lenders shall have granted tonsent, then the Borrower may, at its soleeagp and effol
upon notice to the Administrative Agent and, to éxtent permitted under applicable law, such Lendsguire suc
Lender to assign and delegate, without recoursea¢itordance with and subject to the restrictionstained i
Section 9.04), all its interests, rights (othemtlits existing rights to payments pursuant to $acti2.12 and 2.14) a
obligations under this Agreement to an assigneestiall assume such obligations (which may be aleenf anothe
Lender accepts such assignment and delegationyidethat (A) such Lender shall have received paymenar
amount equal to the outstanding principal of itsh®, accrued interest thereon, accrued fees armthalt amoun
payable to it hereunder, from the assignee (irctse of such principal and accrued interest arg) farethe Borrowe
(in the case of all other amounts), (B) in the cak@any such assignment and delegation resultiog fa claim fo
compensation under Section 2.12 or payments refjtorée made pursuant to Section 2.14, such assiginmwill resul
in a reduction in such compensation or payments(&dh the case of any such assignment and debegegsulting
from the failure to provide a consent, the assigites! have given such consent. A Lender shalbeatequired to mal
any such assignment and delegation if, prior thert a result of a waiver or consent by such Leadetherwise, tt
circumstances entitling the Borrower to requirehsassignment and delegation have ceased to apgpih arty here
agrees that an assignment and delegation requimsdgnt to this paragraph may be effected purdoaart Assignmel
and Assumption executed by the Borrower, the Adsiriative Agent and the assignee and that the Lemdgrired t
make such assignment and delegation need not aeyetipereto
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SECTION 2.17. Defaulting Lender&@) Adjustments Notwithstanding anything to the contrary contd
in this Agreement, if any Lender becomes a Defagltiender on or prior to the Funding Date, theril gnch time a
such Lender is no longer a Defaulting Lender, todgktent permitted by applicable law:

() Waivers and AmendmentsSuch Defaulting Lendes’ right to approve or disapprove any wai
amendment or modification with respect to this Agnent shall be restricted as set forth in Sectifg(®).

(i) Certain FeesSuch Defaulting Lender shall not be entitled toeree any commitment fee pursuan
Section 2.09(a) for any period during which sucliab#ing Lender is a “Defaulting Lender”.

(b) Defaulting Lender Curdf the Borrower and the Administrative Agent agtaewriting in their sol
discretion that a Defaulting Lender should no lanige deemed to be a Defaulting Lender, the Admatise Agen
will so notify the parties hereto, whereupon ashef effective date specified in such notice andesuitto any conditior
set forth therein, such Defaulting Lender will the extent applicable, purchase that portion o$tanding Loans of tl
other Lenders or take such other actions as theidigimative Agent may determine to be necessamgatsse the Loal
to be held on a pro rata basis by the Lenders aordance with their respective Commitments, whepaupucl
Defaulting Lender will cease to be a Defaulting tlen providedthat no adjustments will be made retroactively
respect to fees accrued or payments made by oeloalftof the Borrower while that Lender was a Défag Lender
and provided further, that except to the extent otherwise expresslgejby the affected parties, no change here
from Defaulting Lender to Lender will constituteaaiver or release of any claim of any party hereuratising fror
that Lender’s having been a Defaulting Lender.

ARTICLE I

Representations and Warranties

The Borrower represents and warrants on the Furiatg (it being agreed that, other than for purpax
Section 7.01, and subject to Section 7.03, theesgmtations and warranties made by the Borrowegirhem thi
Funding Date (other than the Specified Represemsitishall be deemed to be qualified by the masterdorth on th
Funding Date Schedule delivered pursuant to Sedtio2(j)), as follows:

SECTION 3.01. Organization; Poweihe Borrower is a corporation duly organized, Mgliexisting ani
in good standing under the laws of the State oaate and is duly qualified to do business andomdgstanding as
foreign corporation in all other jurisdictions inhigh the conduct of its operations or the ownersifijits propertie
requires such qualification except where the failto so qualify will not have a material adverséedf on th
Consolidated financial condition of the BorroweheTBorrower has all requisite power and authomtyporate ¢
otherwise, to conduct its business, to own its prigs and to execute and deliver, and to perfdtof @s obligation:
under, this Agreemen
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SECTION 3.02._Authorization; Absence of ConflictBhe execution, delivery and performance by
Borrower of this Agreement (a) have been duly auttled by all necessary corporate action and (bjatocontraver
(i) the Borrower’s certificate of incorporation by-laws or (ii) except where such contravention waubd reasonab
be expected to have a Material Adverse Effect,lamwyor contractual restriction binding on the Bavey.

SECTION 3.03. Governmental Conseniti® authorization or approval or other action byd o notice t
or filing with, any governmental authority or regtdry body in the United States, or to the Borrdwdmnowledge, i
any other jurisdiction, is required for the due @xen, delivery and performance by the Borrowetha$ Agreemer
other than routine requirements which, to the Beeds knowledge, have (to the extent that compliancegsired o
or prior to the date hereof) been complied withlirmaterial respects.

SECTION 3.04. EnforceabilityThis Agreement is a legal, valid and binding obiiga of the Borrowe
enforceable against the Borrower in accordance whterms, subject to applicable bankruptcy, imeoty
reorganization, moratorium or other laws affecticrgditors’ rights generally and to general principles of g
regardless of whether considered in a proceediegjunty or at law.

SECTION 3.05. Financial Statements; No Material &de Change(a) The Consolidated balance shee
the Borrower and its Consolidated Subsidiaries fath@® most recent fiscal year end and as of thet mexent fisce
quarter end, and the related Consolidated statsnoémiperations of the Borrower and its Consolid&@ebsidiaries fc
the most recent fiscal year end and for the mastniefiscal quarter end, in each case which haea lbeade publicl
available on the SEGE’EDGAR system website, fairly present the Constdid financial condition of the Borrower a
such dates and the Consolidated results of opasatibthe Borrower for such periods all in accomawith GAAP an
(except to the extent otherwise noted therein) isterstly applied.

(b) Pro Forma Financial Statements (i) have beepgred by the Borrower in good faith, based ot
assumptions believed by the Borrower to be readeratbthe time made, and (ii) to the knowledgeha Borrowel
present fairly, in all material respects, the psonfa Consolidated financial condition and the morfa Consolidate
results of operations of the Borrower as of the datd for the period specified in the definitiorntlod term Pro Form.
Financial Statements” as if the Transactions hadiwed on such date or at the beginning of suciogeas applicable.

(c) Since December 31, 2010, there has been n@BerrMerger Agreement Material Adverse Effe
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SECTION 3.06. Litigation There is no pending or, to the knowledge of tler@ver, threatened action
proceeding affecting the Borrower or any of its Sdlaries before any court, governmental agencgrbitrator, whicl
would reasonably be expected to have a materiagradveffect on the Consolidated results of operatior thi
Consolidated financial condition of the Borrower.

SECTION 3.07. Federal Reserve Regulatidfeither the Borrower nor any of its Subsidiariesngaged «
will engage, principally or as one of its importaattivities, in the business of extending credit fioee purpose ¢
“purchasing” or “carrying” any “margin stockwithin the respective meanings of each of the qlidegms unde
Regulation T, U or X of the Board of Governors asvnand from time to time hereafter in effect. Natpaf the
proceeds of any Loans hereunder will be used im@an@r that would cause the Loans to be in violatioRegulation |
of the Board of Governors.

SECTION 3.08. Investment Company Statdse Borrower is not an “investment compaag’defined ir
or subject to regulation under, the Investment CamypAct of 1940.

SECTION 3.09. ERISANo event described in clause (i)(A) or (i)(B) ofcBen 7.01(f) has occurred or
reasonably expected to occur with respect to aap Rlhich would materially and adversely affect @ensolidate
financial condition of the Borrower, and no eveascribed in clause (i)(C) or (i)(D) of Section Af)has occurred or
reasonably expected to occur which would materiatiyl adversely affect the Consolidated financialdaon of the
Borrower.

ARTICLE IV
Conditions

SECTION 4.01. Effective Dat&.he effectiveness of this Agreement is subjeche&datisfaction (or waiv
in accordance with Section 9.02), in each caséemate hereof, of each of the following conditions

(&) The Administrative Agent shall have receivednireach party hereto either (i) a counterpart ¢
Agreement signed on behalf of such party or (iiflesce satisfactory to the Administrative Agent ighhmay include
facsimile or electronic transmission of a signedrnterpart of this Agreement) that such party hgeesi a counterp:
of this Agreement.

(b) The Administrative Agent shall have receive@ecretarys Certificate, dated the Effective Date
signed by the Secretary or Assistant Secretanh@fBorrower, in form and substance reasonablyfaet®y to thi
Administrative Agent, together with all attachmeotsitemplated thereb
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(c) The Administrative Agent shall have receivedfavorable written opinion (addressed to
Administrative Agent and the Lenders and datedgtffective Date) of the General Counsel and/oHImise Counsel
the Borrower, in each case in form and substaresoreably satisfactory to the Administrative Agent.

(d) The Administrative Agent shall have receiveldfes due and payable on or prior to the Effechage
and, to the extent invoiced at least one Business ior to the Effective Date, other amounts dné payable on «
prior to the Effective Date (including reasonalded, charges and disbursements of Cravath, SwaMe&e LLP
required to be paid or reimbursed by the Borrower.

(e) The Lenders shall have received all documemtaaind other information required by bank reguiz
authorities under applicable “know your customerti antimoney laundering rules and regulations, includmg WS/
PATRIOT Act, reasonably requested by the Lendersriting at least four Business Days prior to tH&eElive Date.

SECTION 4.02. Funding DateThe obligations of the Lenders to make Loansurater is subject to rece
by the Administrative Agent of a Borrowing Requisrefor in accordance with Section 2.03, and ¢ostitisfaction («
waiver in accordance with Section 9.02) of thedwihg conditions on or after the Effective Date:

(a) The Administrative Agent shall have receivededificate, substantially in the form attachedetera:
Exhibit E (and, if not in the form of such Exhibwjth all modifications therefrom to be reasonahbtceptable to ti
Administrative Agent), dated the Funding Date aighed by a Financial Officer of the Borrower (orittwrespect t
paragraphs (e), (f) and (g) (to the extent relatmghe Acquired Company and its Subsidiaries)hi Section, at tt
option of the Borrower, a Financial Officer of thequired Company), confirming satisfaction of thenditions se
forth in the first sentence of paragraph (b) o thection and in paragraphs (e), (f), (g) and {lfis Section.

(b) The Merger shall have been consummated, ortantely concurrently with the making of Lo
hereunder shall be consummated, pursuant to antleoterms set forth in the Merger Agreement (aha@hdition:
precedent to the obligations of the Borrower arNterger Sub to consummate the Merger shall hage batisfied ¢
the terms set forth in the Merger Agreement), icheease without giving effect to amendments, wai@rconsents |
the Borrower or the Merger Sub (other than any ef@or consent to any interim operating covenantiefAcquire:
Company and its Subsidiaries not involving the menice of Debt or Liens or the disposition of ass#tat are adver
in any material respect to the Lenders and that heat been approved by the Arrangers (such appmatato b
unreasonably withheld or delayed). The Administathgent shall have received a copy of the closiate officers
certificate delivered by the Acquired Company parguo Section 7.2(c) of the Merger Agreem:
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(c) The Arrangers shall have received (a) auditeshsOlidated balance sheets and related Consol
statements of operations, stockholdeguity and cash flows of each of the Borrower ared Acquired Company f
the three most recently completed fiscal years @émdéeast 90 days prior to the Funding Date, chezase prepared
accordance with GAAP, and (b) unaudited Consolldbalance sheets and related Consolidated statent
operations, stockholdersguity and cash flows of each of the Borrower dredAcquired Company for each subseq
fiscal quarter ended at least 45 days before timeliRg Date, in each case prepared in accordanteGAAP; providec
that filing of the required financial statementsthg Borrower or the Acquired Company with the S&Gn Annue
Report on Form 10-K and a Quarterly Report on Fo0Q) will satisfy the foregoing requirements.

(d) The Arrangers shall have received the Pro Fdfmancial Statements.

(e) Except as set forth in the Acquired Companyclosure Letter or in the Acquired Company ¢
Documents filed with the SEC and publicly availaafeer January 1, 2011 and prior to the Signinge[§akcluding an
forward4ooking statements, risk factors and other sinstatements in the Acquired Company SEC Documeatsatit
cautionary, nonspecific or predictive in naturepni January 1, 2011 through the Signing Date thesenot been a
event, circumstance, change, occurrence, statctd or effect (including the incurrence of anyilities of any naturt
whether or not accrued, contingent or otherwisa) tlas had or would reasonably be expected to adigjdually ol
in the aggregate, an Acquired Company Merger Agexeiilaterial Adverse Effect.

(H Since January 1, 2011, there shall not haven lae® event, circumstance, change, occurrence i
facts or effect (including the incurrence of argpliities of any nature, whether or not accrueditiogient or otherwis:
that has had or would reasonably be expected te, hadividually or in the aggregate, an Acquiredrpany Merge
Agreement Material Adverse Effect.

(g) The Acquired Company Merger Agreement Represgiems and the Specified Representations sh
true and correct.

(h) No event referred to in Section 7.01(d)(2) dd1{e) (in each case, with respect to the Borrowwe
Section 7.01(i) shall have shall have occurred laaaontinuing or would result from the making oé thoans on tt
Funding Date.

() The Administrative Agent and the Arrangers shalve received all fees and other amounts dut
payable on or prior to the Funding Date to the mixtevoiced by 8:00 a.m., New York City time, oretRunding Dat:
including payment or reimbursement of all fees ardenses (including reasonable fees, charges ahdrdements
Cravath, Swaine & Moore LLP) required to be paidr@mbursed by the Borrower on or prior to the FogdDate
including pursuant to the Arranger Fee Let
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() In the event that the Borrower determines thay of the representations and warranties set fio
Article 11l required to be made on the Funding Dédéher than the Specified Representations) cabaohade on tt
Funding Date, the Administrative Agent shall hageeived a Funding Date Schedule setting forth soatters as tt
Borrower deems necessary to qualify such represemsaand warranties such that, after giving eftecthe Fundin
Date Schedule, the Borrower determines that itreake such representations and warranties as ¢fuheing Date (
being understood and agreed nothing in this paphgr@ shall be construed as making the accuracyary
representation or warranty set forth herein (ottem the Specified Representations) a conditiorcgatent to th
obligations of the Lenders to make Loans hereunder)

ARTICLE V

Affirmative Covenants

After the funding of the Loans on the Funding DateJong as any Loan shall remain unpaid hereunder:

SECTION 5.01. Financial Statements; Other InfororatiNotices of Material EventsThe Borrower will
unless the Required Lenders shall otherwise comsemwmiting, furnish to each Lender:

(a) promptly after the sending or filing thereadpees of all such regular, periodic and speciabrepand a
registration statements (except those relatingrtpleyee benefit or stock option plans) which therBaer or any of it
Consolidated Subsidiaries which is an issuer otisees which are registered under Section 12 ef Exchange Al
files with the SEC or with any national securiteexchange and of all such proxy statements, finhistaements atr
reports as the Borrower sends to its stockholda®yidedthat, a copy of each report, registration statemgerxy
statement and financial statement required to bedlied under clause (a) of this Article V shalldeemed furnished
each Lender if it is made publicly available on 8C’'s EDGAR system website; and providdwbwever, that, in th
event that the Borrower ceases to have any claiss $écurities registered pursuant to the requeremof Section 12
the Exchange Act, the Borrower shall continue tmih to the Lenders substantially the same inftiona bearin
substantially the same certifications and on suilbistily the same schedule as required pursuaret&kchange Act;

(b) promptly after the furnishing thereof, copidsaay statement or report furnished to any holdeded
securities pursuant to the terms of any indenturt® ¢he lenders under the Existing Credit Agreetmig@ursuant to t
terms thereof and not otherwise required to beighed to the Lenders pursuant to any other clatidesoSection;

(c) as soon as possible and in any event withia Business Days after the occurrence of each Defe
Event of Default that is continuing on the datesath statement, the statement of the chief finhrdfecer of the
Borrower setting fortldetails of such Default or Event of Default and élotion that the Borrower proposes to take
respect theretc
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(d) promptly and in any event within five BusineBays after the occurrence thereof, notice ol
occurrence of any event described in clause @eaftion 7.01(f); and

(e) such other publicly available information resp®y the condition or operations, financial or erthise
of the Borrower or any of its Subsidiaries as aepder may from time to time reasonably request.

The Borrower hereby acknowledges that (i) the Adstiative Agent and/or the Arrangers will m
available to the Lenders materials and/or infororaprovided by or on behalf of the Borrower herem@ollectively
the “ Borrower Material§) by posting the Borrower Materials on the Platfioand (ii) certain of the Lenders (each, a
Public Lender’) may have personnel who are Private Side LendereReptatives. The Borrower hereby agrees
(A) all Borrower Materials that are to be made &kde to Public Lenders shall be clearly and canspusly marke
“PUBLIC”, which, at a minimum, shall mean that tiard “PUBLIC” shall appear prominently on the first p
thereof; (B) by marking Borrower Materials “PUBLICthe Borrower shall be deemed to have authorize:
Administrative Agent, the Arrangers and the Lendersreat such Borrower Materials as not contairang materie
nonpublic information with respect to the Borrower ity securities for purposes of United States Féderd stat
securities laws (_providedhowever, that to the extent such Borrower Materials caouatgiInformation, treatment
such Borrower Materials shall be subject to Seclid in all respects); (C) all Borrower Materiaisrked “PUBLIC”
are permitted to be made available through a poiathe Platform designated “Public Side Inforraati and (D) thi
Administrative Agent and the Arrangers shall betleat to treat any Borrower Materials that are marked “PUBLIC”
as being suitable only for posting on a portion tbe Platform not designated “Public Side Informaftio
Notwithstanding the foregoing, the Borrower shalunder no obligation to mark any Borrower Mater"PUBLIC”.

SECTION 5.02. Use of Proceeddhe Borrower will use the proceeds of the LoanBrtance the payme
of the merger consideration payable under the Mekgeeement upon the consummation of the Mergertarfehanct
the other Transactions.

ARTICLE VI

Negative Covenants

So long as any Loan shall remain unpaid or any eemtiall have any Commitment, without the wri
consent of the Required Lenders:

SECTION 6.01._LiensThe Borrower will not itself, and will not permitng Wholly-Owned Domest
Manufacturing Subsidiary to, create, incur, issuassume
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any notes, bonds, debentures or other similar ageke of indebtedness for money borrowed (notesgyarebentur:
or other similar evidences of indebtedness for mdwerowed collectively called * Deliy secured by any pledge of,
mortgage, lien, encumbrance or security interests(such pledges, mortgages, liens, encumbrancessacutit)
interests collectively called “ Lien$ any Principal Property owned by the Borroweraory Wholly-Owned Domest
Manufacturing Subsidiary, and will not itself, andll not permit any Subsidiary to, create, inclgsue or assume &
Debt secured by any Lien on any shares of stodReatnt of any WhollyOowned Domestic Manufacturing Subsidi:
without in any such case effectively providing thia¢ Loans (together with, if the Borrower shalldstermine, ar
other Debt of the Borrower then existing or theteatreated that is not subordinate to indebtednes=under) shall |
secured equally and ratably with (or prior to) ssettured Debt, so long as such secured Debt shablsecure
unless, after giving effect thereto, the aggregaiacipal amount of all such secured Debt then tant$ing plus
Attributable Debt of the Borrower and its Whol@wned Domestic Manufacturing Subsidiaries in respé&ale an
Leaseback Transactions involving Principal Propsrientered into after the date hereof (other theh Sale ar
Leaseback Transactions as are permitted by Se&d&{b)) would not exceed an amount equal to 10%arfsolidate
Net Tangible Assetsprovided, however, that nothing contained in this Section 6.01 spedvent, restrict or apply
and there shall be excluded from secured Debtyrcamputation under this Section 6.01, Debt secbyed

(a) Liens on any property or assets of the Borrawveainy Subsidiary of the Borrower (including stsaod
stock or Debt owned by the Borrower or any Subsydid the Borrower) existing as of the date hereof;

(b) Liens on any property or assets of, or on drares of stock or Debt of, any corporation existighe
time such corporation becomes a Whdllyned Domestic Manufacturing Subsidiary, or aridimgreafter (i) otherwis
than in connection with the borrowing of money agad thereafter and (ii) pursuant to contractuahmogdment:
entered into prior to and not in contemplation afcls corporation’s becoming a Wholwned Domest
Manufacturing Subsidiary;

(c) Liens on any property or assets or sharesawksor Debt existing at the time of acquisition ré
(including acquisition through merger or consolida} or securing the payment of all or any partheff purchase pri
or construction cost thereof or securing any Debaiired prior to, at the time of or within 120 dafter, the acquisitic
of such property or assets or shares of stock ot Brethe completion of any such construction, \wbiger is later, fc
the purpose of financing all or any part of theghase price or construction cost thereof (_provitthed such Liens a
limited to such shares of stock or Debt or sucleiogroperty or assets, improvements thereon anthtiteupon whic
such property, assets and improvements are loeateécany other property or assets not then conagta Principe
Property);

(d) Liens on any property or assets to securerahg part of the cost of exploration, drilling,vééopment
operation, construction, alteration, repair or ioy@ment of all or any part of such property or tsss@ to secure De
incurred priot
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to, at the time of or within 120 days after, thengbetion of such exploration, drilling, developmewperatior
construction, alteration, repair or improvementjchiver is later, for the purpose of financingallany part of suc
cost (_providedhat such Liens are limited to such property oeesssmprovements thereon and the land upon \
such property, assets and improvements are locateédany other property or assets not then conatit@ Principe
Property);

(e) Liens which secure Debt owing by a Subsididrihe Borrower to the Borrower or to a Whol§wnec
Domestic Manufacturing Subsidiary;

(N Liens arising from the assignment of moneys dumel to become due under contracts betwee
Borrower or any Subsidiary of the Borrower and theited States or any agency, department, instrusigntor
political subdivision thereof or Liens in favor thfe United States or any agency, department, imemntality or politice
subdivision of any thereof, pursuant to the pransi of any contract not directly or indirectly imnmection witl
securing Debt;

(9) (i) any materialmen’s, carriers’, mechanicsgriamen’s, repairmes’ or other like liens arising in t
ordinary course of business in respect of obligetivhich are not overdue or which are being coatkeist good faith b
appropriate proceedings; (ii) any deposit or pledgeecurity for the performance of any bid, tendentract, lease,
undertaking not directly or indirectly in connectiovith the securing of Debt; (iii) any deposit degige with an
governmental agency required or permitted to gualile Borrower or any Subsidiary of the Borrowerctnduc
business, to maintain self-insurance or to obtam Ibenefits of any law pertaining to workm&rcompensatio
unemployment insurance, old age pensions, soaailrigg or similar matters, or to obtain any staydscharge in ar
legal or administrative proceedings; (iv) deposits pledges to obtain the release of mechanics’, kmen’s,
repairmen’s, materialmen’s or warehousersdigns or the release of property in the possessia common carrie
(v) any security interest created in connectiorhwite sale, discount or guarantee of notes, chabetgages, least
accounts receivable, trade acceptances or othesr,pap contingent repurchase obligations, arising @ sales ¢
merchandise in the ordinary course of businesg;liéris for Taxes levied or imposed upon the Boepwr an
Wholly-Owned Domestic Manufacturing Subsidiary or upon ittmome, profits or property of the Borrower or
Wholly-Owned Domestic Manufacturing Subsidiary ienk on any Principal Property of the Borrower oy &/holly-
Owned Domestic Manufacturing Subsidiary arisingnfralaims for labor, materials or supplies; providédt the
amount, applicability or validity of such Tax omach is being contested in good faith by appropr@ateceedings;
(vii) other deposits or pledges similar to thodemed to in this clause (g);

(h) Liens arising by reason of any judgment, deareerder of any court, so long as any appropiiega
proceedings which may have been initiated for gwemw of such judgment, decree or order shall meehbeen finall
terminated or so long as the period within whichhsproceedings may be initiated shall not havererpiany depos
or pledge with any surety company or clerk of aayrg or in escrow, as collateral in connectionhwr in lieu of, an
bond on appeal from any judgment
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decree against the Borrower or any Subsidiary @Bbarrower, or in connection with other proceediagactions at la
or in equity by or against the Borrower or any Sdilasy of the Borrower; and

(i) any extension, renewal, substitution or rephaent (or successive extensions, renewals, sulstitub
replacements), as a whole or in part, of any oflLilkeas referred to in clauses (a) through (h) abmvthe Debt secur:
thereby; providedhat (i) such extension, renewal, substitutioneglacement Lien shall be limited to all or any pa
the same property or assets or shares of stoclebt that secured the Lien extended, renewed, sutiestior replace
(plus improvements on such property and plus ahgroproperty or assets not then constituting acikRrah Property
and (ii) in the case of clauses (a) through (c)vabthe Debt secured by such Lien at such timetisncreased.

For purposes of this Section 6.01 and Section @@3giving of a guarantee which is secured byemlan a Princip
Property, and the creation of a Lien on a PrincRralperty or shares of stock or Debt to secure binth existed pric
to the creation of such Lien, shall be deemedvolue the creation of Debt in an amount equal oghincipal amoui
guaranteed or secured by such Lien; but the anafubébt secured by Liens on Principal Properties strares of sto
and Debt shall be computed without cumulating theeulying indebtedness with any guarantee therebfem securin
the same, and the following shall not be deemedukthiens securing Debt and, accordingly, nothingt@imed in thi
Section 6.01 or in Section 6.03 shall prevent,rigsbr apply to: (x) any acquisition by the Borremwor any Wholly-
Owned Domestic Manufacturing Subsidiary of any prtyp or assets subject to any reservation or eiaepinder th
terms of which any vendor, lessor or assignor eseaeserves or excepts or has created, resereead@pted an intere
in oil, gas and/or any other mineral and/or thecpeals thereof, (y) any conveyance or assignmerdruheé terms (
which the Borrower or any Whollpwned Domestic Manufacturing Subsidiary conveysssigns to any Person
Persons an interest in oil, gas and/or any otheeral and/or proceeds thereof, or (z) any Lien uaay property c
assets owned or leased by the Borrower or any WA@Nned Domestic Manufacturing Subsidiary or in whtbk
Borrower or any Wholly@wned Domestic Manufacturing Subsidiary owns aergdt to secure to the Person or Pel
paying the expenses of developing and/or conductperations for the recovery, storage, transportadind/or sale
the mineral resources of the said property (or @rypwith which it is unitized) the payment to suearson or Perso
of the Borrower’s or such Wholly-Owned Domestic Méacturing Subsidiarg proportionate part of such developn
and/or operating expense.

Notwithstanding anything set forth in this Agreememthe contrary, any failure by the Borrower tmply with this
Section 6.01 prior to the funding of the Loans ba Funding Date shall not constitute a breach isf Agreement ¢
give rise to any rights or remedies of the Admnaiste Agent or the Lenders or any other Persomnagéhe Borrowe
unless and until such failure is continuing aftex funding of the Loans on the Funding D:
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SECTION 6.02. Fundamental Changé&s. The Borrower will not consolidate with or merigéo any othe
corporation or convey, transfer or lease its priopeiand assets substantially as an entirety tdPangon, unless: (i) t
corporation formed by such consolidation or intoickhthe Borrower is merged or the Person which amequby
conveyance or transfer, or which leases, the ptiegeand assets of the Borrower substantially asninety shall be
corporation organized and existing under the laivhe® United States of America, any State thereahe District o
Columbia and shall expressly assume, by writingreygd by the Required Lenders, which approval shatl be
unreasonably withheld, the Borrongobligation for the due and punctual payment efghncipal of and interest on
Loans and the performance of every covenant of Aigiieement on the part of the Borrower to be pentxt; an
(i) immediately after giving effect to such trastan, no Default or Event of Default shall havecaced and &
continuing. This paragraph (a) shall only apphatmerger or consolidation in which the Borrowendad the survivin
corporation and to conveyances, leases and trarsfehe Borrower as transferor or lessor.

(b) Upon any consolidation by the Borrower withroerger by the Borrower into any other corporatic
any conveyance, transfer or lease of the propeatiesassets of the Borrower substantially as anegnin accordanc
with paragraph (a) of this Section, the successgraration formed by such consolidation or into evhithe Borrower
merged or to which such conveyance, transfer @elé&amade shall succeed to, and be substitutedridrmay exerci:
every right and power of, the Borrower under thgréement with the same effect as if such successporation ha
been named as the Borrower herein, and in the @femty such conveyance or transfer, the Borrowich term sha
for this purpose mean the Person named as the d®ert in the first paragraph of this Agreement or anycggsc
corporation which shall theretofore become suctihéhnmanner described in paragraph (a) of this &&ctexcept in tr
case of a lease, shall be discharged of all olidigatand covenants under this Agreement and majidselved an
liquidated.

(c) If, upon any such consolidation of the Borroweith or merger of the Borrower into any ot
corporation, or upon any conveyance, lease orfeans$ the property of the Borrower as an entiretysubstantially ¢
an entirety to any other Person, any Principal enypof the Borrower or of any Whol@wned Domest
Manufacturing Subsidiary (or any shares of stocloebt of any Whollyowned Domestic Manufacturing Subsidie
would thereupon become subject to any Lien, thdassnsuch Lien could be created pursuant to Se6tihwithou
equally and ratably securing the Loans, the Borrpweor to or simultaneously with such consolidati merge
conveyance, lease or transfer, will as to suchcRrah Property, shares of stock or Debt, securd_tiens outstandir
hereunder (together with, if the Borrower shalldedermine, any other Debt of the Borrower now éxisbr hereafte
created which is not subordinate to indebtednessuhéer) equally and ratably with (or prior to) thebt which upo
such consolidation, merger, conveyance, leaseaosfier is to become secured as to such Principglel®y, shares
stock or Debt by such Lien, or will cause such Lotmbe so secure
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SECTION 6.03. Sale and Leaseback Transactibng.Borrower will not, and will not permit any Wl
Owned Domestic Manufacturing Subsidiary to, emés any arrangement after the date hereof withbamk, insuranc
company or other lender or investor (other than Bloerower or another Whollpwned Domestic Manufacturi
Subsidiary) providing for the leasing by the Boresvor any such Whollfdwned Domestic Manufacturing Subsidi
of any Principal Property (except a lease for aperary period not to exceed three years by thedanahich it is
intended that the use of such Principal Propertythaylessee will be discontinued), which was oowmed by th
Borrower or a Wholly©wned Domestic Manufacturing Subsidiary and whiels been or is to be sold or transfel
more than 120 days after the completion of constrm@nd commencement of full operation thereoti®/Borrower ¢
such WhollyOwned Domestic Manufacturing Subsidiary, to sucidé or investor or to any Person to whom fi
have been or are to be advanced by such lendaevestor on the security of such Principal Propé@ngrein referred
as a “ Sale and Leaseback Transactjuonless either (a) Attributable Debt of the Bamer and its Wholly©wnec
Domestic Manufacturing Subsidiaries in respect wths Sale and Leaseback Transaction and all othkr &a
Leaseback Transactions entered into after thelgatof (other than such Sale and Leaseback Tramssgermitted b
clause (b) below), plus the aggregate principalamof Debt secured by Liens on Principal Propsrtieen outstandir
(excluding any such Debt secured by Liens coveredlauses (a) through (i) of Section 6.01) withequally an
ratably securing the Loans, would not exceed 10%afsolidated Net Tangible Assets or (b) the Boagwvithin 12(
days after the sale or transfer, applies, or caas@g¢holly-Owned Domestic Manufacturing Subsidiary to apply
amount equal to the greater of the net proceedsidif sale or transfer or fair market value of thadipal Property <
sold and leased back at the time of entering intd SSale and Leaseback Transaction (in either zasketermined |
any two of the following: the Chairman, the Presifleany Vice President, the Treasurer and the GCletrof the
Borrower) to the prepayment (subject to the coadgiof Section 2.08) of the Loans hereunder ordtiement of othe
indebtedness of the Borrower (other than indebtesliseibordinated to indebtedness hereunder), obtedigess of
Wholly-Owned Domestic Manufacturing Subsidiary, for moreyrowed, having a stated maturity more thai
months from the date of such application or whglkextendible at the option of the obligor therema tdate more th.
12 months from the date of such application. Ndtstanding the foregoing, (X) no prepayment or egtgnt referred
in clause (b) above may be effected by paymentadtinity or pursuant to any mandatory sinking fuagrment or an
mandatory prepayment provision and (y) where therd®eer or any Wholly©wned Domestic Manufacturi
Subsidiary is the lessee in any Sale and Leasebaglsaction, Attributable Debt shall not includey &bt resultin
from the guarantee by the Borrower or any other Wkowned Domestic Manufacturing Subsidiary of tlessees
obligation thereunder.

Notwithstanding anything set forth in this Agreememthe contrary, any failure by the Borrower tmply with this
Section 6.03 prior to the funding of the Loans ba Funding Date shall not constitute a breach isf Agreement ¢
give rise to any rights or remedies of the Admiaiste Agent or the Lenders or any other Persomagée Borrowe
unless and until such failure is continuing aftex funding of the Loans on the Funding D:
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ARTICLE VII

Events of Default

SECTION 7.01. Events of DefaulEach of the following shall, after the funding d¢fetLoans on tt
Funding Date, constitute an event of default (ctiNely, the “ Events of Defaufy:

(a) the Borrower shall fail to pay (i) any principafl any Loan when the same becomes due and pe
(ii) any interest on any Loan or any invoiced fpagable under Section 2.09 when the same beconeearglipayabl
and such failure shall continue for a period oéfBusiness Days, or (iii) any other amount owingh®/Borrower whe
the same becomes due and payable, and such fslilallecontinue for a period of five Business Dafgsraeceipt by th
Borrower of written notice from the Administrativdgent (or other applicable Person) of such amowind due
together with a statement in reasonable detalh@talculation thereof;

(b) any material representation or warranty maddheyBorrower herein on the Funding Date or in
certificate delivered by the Borrower pursuant &ztton 4.02 shall prove to have been incorrechniy raaterial respe
when made;

(c) the Borrower shall fail to perform or observeyather term, covenant or agreement containedhis
Agreement on its part to be performed or obserVveslich failure shall remain unremedied for 30 dafter writter
notice thereof shall have been given to the Borraamel the Administrative Agent by any Lender;

(d) the Borrower or any Whollpwned Domestic Manufacturing Subsidiary (1) shdlina in writing its
inability to pay its debts generally, (2) shall reak general assignment for the benefit of credorshall institute ar
proceeding or voluntary case seeking to adjudidateankrupt or insolvent, or seeking liquidationjnding up
reorganization, arrangement, adjustment, protectielief, or composition of it or its debts underydaw relating t
bankruptcy, insolvency or reorganization or rebefprotection of debtors, or seeking the entryrof arder for relief c
the appointment of a receiver, trustee, or otharlar official for it or for any substantial part is property or (3) she
take any corporate action to authorize any of tlimas set forth above in this clause (d);

(e) any proceeding shall be instituted againstBtbeower or any Wholly@wned Domestic Manufacturi
Subsidiary seeking to adjudicate it bankrupt orolmsnt or seeking liquidation, winding up, reorgaation
arrangement, adjustment, protection, relief or cositpn of it or its debts under any law relating iankruptcy
insolvency or reorganization or relief or protentiof debtors or seeking the entry of any order rigief or the
appointment of a receiver, trustee, custodian loerosimilar official for it or for any substantipart of its property, ar
such proceeding shall remain undismissed or undtyeperiod of 60 days



51

(f) both (i) either (A) the plan administrator afyaPlan shall provide the notice referred to inteec4041
(a)(2) of ERISA to any affected party of its intéotterminate a Plan under Section 4041(c) of ERbé®#fHe PBGC she
institute proceedings under Section 4042(a) of BRiIGterminate any such Plan, (B) a plan administraf any suc
Plan shall notify the PBGC of the withdrawal of Berrower or any ERISA Affiliate from such Plan atie Borrowe
or any ERISA Affiliate is, or is treated as, a dabsial employer as that term is used in Sectid@24€) or 4063 ¢
ERISA, (C) the Borrower or any ERISA Affiliate shhhve been notified by the sponsor of a MultiengploPlan that
has incurred a withdrawal liability (as defined andPart | of Subtitle E of Title IV of ERISA) to slh Multiemploye
Plan (except to the extent the Borrower or suchI2RAffiliate is contesting such liability (or thereunt of suc
liability) in good faith and by appropriate procaegs and there is a reasonable basis to reduceialigtsuch liability’
or (D) the Borrower or any ERISA Affiliate shall Y& been notified by the sponsor of a Multiemplo&n that suc
Multiemployer Plan is in reorganization or is betegminated, within the meaning of Title IV of ERASand (ii) sucl
occurrence materially and adversely affects thesGlsated financial condition of the Borrower;

(g) both (i) a Person (or two or more Persons gcta a syndicate or other group for the purpo:
acquiring or holding securities of the Borrowerpklobtain more than a majority of the voting stafkthe Borrowe
without the approval of the Borrowsrboard of directors and shall effectuate a chamgemajority of the members
such board (including the Chairman and the Presjiderd (ii) within 60 days after the occurrencesath change tl
Borrower shall have failed to obtain a waiver oflsevent from the Required Lenders;

(h) both (i) a change shall occur in a majority tbé members of the Borrowsrboard of directo
(including the Chairman and the President) withsixa month period such that such majority shall no lorggmsist ¢
Continuing Directors, and (ii) within 90 days aftée occurrence of such change, the Required Lerstall in the
sole discretion notify the Borrower that such clespall constitute an Event of Default; or

(i) any Material Debt of the Borrower shall be ageeld to be due and payable prior to the statedrity
thereof or shall not be paid at the stated mattnigyeof.

SECTION 7.02. LendetrRights upon an Event of Default.an Event of Default occurs and is continu
the Administrative Agent shall at the request, aynwith the consent, of the Required Lenders, bicacoto the
Borrower, declare the Loans, all interest theramh &ll other amounts payable under this Agreenwehetforthwith du
and payable, whereupon the Loans, all such interedtall such amounts shall become and be forthdit an
payable, without presentment, demand, protestrtindunotice of any kind, all of which are herebypressly waived k
the Borrower; provided however, that in the case of an Event of Default refei@eh Section 7.01(d) or 7.01(e)
each case, with respect to the Borrower) constguin entry of an order for relief under the Unitsichtes feder
bankruptcy laws, the Loans, all such interest
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all such amounts shall automatically become andiue and payable, without presentment, demand, girotean
notice of any kind, all of which are hereby exphgsgived by the Borrower.

SECTION 7.03._Preservation of Remediefhe parties hereto agree that the ability of Boerower tc
deliver the Funding Date Schedule shall not be tcoed as a waiver of any Event of Default that naaige unde
Section 7.01 or any right or remedy of the Admiaisve Agent or the Lenders provided for hereimoder law, in eac
case after the funding of the Loans on the FunDiatg.

ARTICLE VI
The Administrative Agent

Each of the Lenders hereby irrevocably appointsetitey named as Administrative Agent in the hegai
this Agreement and its successors to serve as &drative agent hereunder, and authorizes the Adimative Agent t
take such actions and to exercise such powersatetrgated to the Administrative Agent by the tehareof, togeth
with such actions and powers as are reasonablgantal thereto.

The Person serving as the Administrative Agent Uneder shall have the same rights and powers
capacity as a Lender as any other Lender and n&gisg the same as though it were not the Admatige Agent, an
such Person and its Affiliates may accept depdsi®, lend money to, act as the financial advisoinoany othe
advisory capacity for and generally engage in aing lof business the Borrower or any Subsidiary thiep Affiliate
thereof as if such Person were not the Administeafigent hereunder and without any duty to accolertefor to th
Lenders.

The Administrative Agent shall not have any dutesobligations except those expressly set fortleine
Without limiting the generality of the foregoing)(the Administrative Agent shall not be subjecttty fiduciary o
other implied duties, regardless of whether a Defauan Event of Default has occurred and is cantig, (b) th
Administrative Agent shall not have any duty togakny discretionary action or to exercise any dismnary powe
except discretionary rights and powers expressiyteroplated by this Agreement that the Administetigent i
required to exercise as directed in writing by Rexjuired Lenders (or such other number or percentéghe Lende
as shall be necessary, or as the AdministrativenAgfeall believe in good faith to be necessary euiide circumstanc
as provided in this Agreement); providttdht the Administrative Agent shall not be requitedake any action that,
its opinion, could expose the Administrative Agémiiability or be contrary to this Agreement orpéipable law, an
(c) except as expressly set forth in this Agreemira Administrative Agent shall not have any dtdydisclose, ar
shall not be liable for the failure to disclosey anformation relating to the Borrower or any Swlgiy or any othe
Affiliate thereof that is communicated to or ob&dnby the Person serving as Administrative Agentigy of it
Affiliates in any capacity. The Administrative Ageshall not be liable for any action taken or raien by it (other the
not making any delivery of a notice or any otheicy administrative, no-discretionary actiol
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expressly required hereunder to be taken by itrgorior to the Funding Date) with the consent othat request of tl
Required Lenders (or such other number or percenthghe Lenders as shall be necessary, or as din@nistrative
Agent shall believe in good faith to be necessander the circumstances as provided in this Agreéna in the
absence of its own gross negligence or willful mrstuct (such absence to be preserved unless offeedetermined |
a court of competent jurisdiction by a final anchrappealable judgment). The Administrative Agent Ishaldeeme
not to have knowledge of any Default or Event offddé unless and until written notice thereof ivem to th
Administrative Agent by the Borrower or a Lendendahe Administrative Agent shall not be resporesifor or hav
any duty to ascertain or inquire into (i) any staéat, warranty or representation made in or in ectian with thi:
Agreement, (ii) the contents of any certificatggae or other document delivered thereunder onmnection therewit|
(i) the performance or observance of any of tbgenants, agreements or other terms or conditiengosth in thi
Agreement or the occurrence of any Default, (i) safficiency, validity, enforceability, effectivess or genuineness
this Agreement or any other agreement, instrumerdogument, or (v) the satisfaction of any conditget forth i
Article IV or elsewhere in this Agreement, othearthto confirm receipt of items expressly requiredé delivered i
the Administrative Agent or satisfaction of any didion that expressly refers to the matters desditherein beir
acceptable or satisfactory to the AdministrativeeAg

The Administrative Agent shall be entitled to relnd shall not incur any liability for relying, upany
notice, request, certificate, consent, statemastrument, document or other writing (including ahgctronic messac
Internet or intranet website posting or other dsttion) believed by it to be genuine and to haeerbsigned, sent
otherwise authenticated by the proper Person (wveh&thnot such Person in fact meets the requiresrsitforth in thi
Agreement for being the signatory, sender or auitesior thereof). The Administrative Agent also Itthe entitled t
rely, and shall not incur any liability for relyingpon any statement made to it orally or by teteyghand believed by
to be made by the proper Person (whether or ndt Becson in fact meets the requirements set forthis Agreemel
for being the signatory, sender or authenticaterabf), and may act upon any such statement gricedeipt of writte
confirmation thereof. The Administrative Agent maynsult with legal counsel (who may be counsetlierBorrower
independent accountants and other experts selbgtédand shall not be liable for any action tal@mot taken by
(other than not making any delivery of a noticeaay other strictly administrative, nahiscretionary action expres
required hereunder to be taken by it on or priasheoFunding Date) in good faith and in accordanitk the advice ¢
any such counsel, accountants or experts.

The Administrative Agent may perform any of andi@liduties and exercise its rights and powersurete
by or through any one or more sabents appointed by the Administrative Agent. Themiistrative Agent and a
such subagent may perform any of and all their duties axer@se their rights and powers through their retpe
Related Parties. The exculpatory provisions of Arigcle shall apply to any such s@gent and to the Related Partie
the Administrative Agent and any such sagent, and shall apply to their respective acésitin connection with tl
syndication of the credit facilities provided fagrkin as well as activities as Administrative Agt
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Subject to the terms of this paragraph, after thedihg of the Loans on the Funding Date,
Administrative Agent may resign at any time froms ttapacity as such. In connection with such resigmathe
Administrative Agent shall give notice of its inteo resign to the Lenders and the Borrower. Upareipt of any suc
notice of resignation, the Required Lenders shalehthe right, subject to the consent of the Boerofunless an Eve
of Default has occurred and is continuing), to appa successor. If no successor shall have beapointed by tr
Required Lenders and shall have accepted suchrappmt within 30 days after the retiring Adminisiva Agent give
notice of its intent to resign, then the retiringrAinistrative Agent may, on behalf of the Lendeqgpoint a success
Administrative Agent, which shall be a commerciahk organized under the laws of the United Statésmerica or o
any State thereof, having a combined capital anplissi of at least $500,000,000 and a local officé&lew York, Nev
York. Upon the acceptance of its appointment as iAdinative Agent hereunder by a successor, sucbhessor she
succeed to and become vested with all the riglotseps, privileges and duties of the retiring Adreirative Agent, ar
the retiring Administrative Agent shall be discheddgrom its duties and obligations hereunder. B&s fpayable by t
Borrower to a successor Administrative Agent sballthe same as those payable to its predecessssuntherwis
agreed by the Borrower and such successor. Notaittlsig the foregoing, in the event no successaniAbtrative
Agent shall have been so appointed and shall haegepted such appointment within 30 days after t@img
Administrative Agent gives notice of its intent tesign, the retiring Administrative Agent may giwetice of th
effectiveness of its resignation to the Lenders #red Borrower, whereupon, on the date of effeceégsnof suc
resignation stated in such notice, (a) the retiAdgninistrative Agent shall be discharged fromdtgies and obligatiol
hereunder and (b) the Required Lenders shall sddoeand become vested with all the rights, powgrisjleges an
duties of the retiring Administrative Agent; proed that (i) all payments required to be made hereurndethe
Administrative Agent for the account of any Perstiner than the Administrative Agent shall be mauoteatly to sucl
Person and (ii) all notices and other communicati@guired or contemplated to be given or madbadAdministrativ:
Agent shall also directly be given or made to ekehder. Following the effectiveness of the Admiraste Agentt
resignation from its capacity as such, the prowsiof this Article and Section 9.03 shall continneeffect for th
benefit of such retiring Administrative Agent, ggb-agents and their respective Related Parties irecegh any actior
taken or omitted to be taken by any of them whilgas acting as Administrative Agent.

Each Lender acknowledges that it has, independantlywithout reliance upon the Administrative Ag
any Arranger or any other Lender, or any of theakel Parties of any of the foregoing, and baseduch documen
and information as it has deemed appropriate, ntad@wvn credit analysis and decision to enter this Agreemen
Each Lender also acknowledges that it will, indejgmly and without reliance upon the Administratikgent, an
Arranger or any other Lender, or any of the Rel&®adies of any of the foregoing, and based on sloacliments ar
information as



55

it shall from time to time deem appropriate, conéirto make its own decisions in taking or not tgkaction under «
based upon this Agreement or any related agreeonemty document furnished hereunder or thereunder.

Each Lender, by delivering its signature page te fgreement on the Effective Date, or deliveritg
signature page to an Assignment and Assumptionupntsto which it shall become a Lender hereunder po the
Funding Date, shall be deemed to have acknowledgeslpt of, and consented to and approved, thigémgent ar
each document required to be delivered to, or Ipeosed by or satisfactory to, the Administrativeefag or the Lende
on the Effective Date.

Each Lender, by funding its Loans on the FundingeDar delivering its signature page to an Assigm
and Assumption pursuant to which it shall becomerder hereunder on or after the Funding Date] bleatleemed
have acknowledged receipt of, and consented toapmmdoved, this Agreement and each document requadat
delivered to, or be approved by or satisfactorttie,Administrative Agent or the Lenders on thesEfifve Date.

Notwithstanding anything herein to the contraryifhex the Arrangers nor any Person named on thet
page of this Agreement as a Syndication Agentl@oeumentation Agent shall have any duties or okibga under thi
Agreement (except in its capacity, as applicabkaalender), but all such Persons shall have tmeftbeof the
indemnities to the extent expressly provided faehader.

ARTICLE IX
Miscellaneous

SECTION 9.01. Noticeqa) Except in the case of notices and other comeations expressly permitted
be given by telephone (and subject to paragrapbéljw), all notices and other communications pted for herei
shall be in writing and shall be delivered by hamdvernight courier service, mailed by certifiedregistered mail «
sent by fax, as follows:

(i) if to the Borrower, to it at United Technologi€orporation, One Financial Plaza, 25th Floor tided,
CT 06101, Attention of Treasurer (Fax No. (860)-7282);

(i) if to the Administrative Agent, to JPMorgan &te Bank, N.A., Loan and Agency Services Groupl
Fannin Street, Floor 10, Houston, Texas 77002-6828&ntion of Colton Rainey (Fax No. (713) 73038), witl
a copy to JPMorgan Chase Bank, N.A., 383 Madisoenive, New York, New York 10179, Attention of Rol
P. Kellas (Fax No. (212) 270-5100);

(i) if to any other Lender, to it at its addrgss fax number) set forth in its Administrative Gtiennaire.
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(A) Notices sent by hand or overnight courier seyior mailed by certified or registered mail, sl
deemed to have been given when received; notiggshyefax shall be deemed to have been given wieeai
(except that, if not given during normal businesari for the recipient, shall be deemed to have lgéeen at th
opening of business on the next business day ferrétipient); and notices delivered through elext
communications to the extent provided in paragi&phelow shall be effective as provided in suctageaph.

(b) Notices and other communications to the Lentlersunder may be delivered or furnished by eleat
communications (including email and Internet andraimet websites) pursuant to procedures approvedhk
Administrative Agent; providedhat the foregoing shall not apply to notices undeticle Il to any Lender if suc
Lender has notified the Administrative Agent thaisiincapable of receiving notices under suchdetby electroni
communication. Any notices or other communicatitmthe Administrative Agent or the Borrower maydsdivered o
furnished by electronic communications pursuamgraxedures expressly approved by the recipienetigrior theretc
providedthat approval of such procedures may be limitedescinded by the Administrative Agent by noticestx!
other such Person and by the Borrower by notickédAdministrative Agent.

(c) Any party hereto may change its address ontarber for notices and other communications herex
by notice to the other parties hereto.

SECTION 9.02. Waivers; Amendmenta) No failure or delay by the Administrative Agemtany Lende
in exercising any right or power hereunder shaéirafe as a waiver thereof, nor shall any singlpastial exercise «
any such right or power, or any abandonment orodisiguance of steps to enforce such a right or pppreclude ar
other or further exercise thereof or the exerci$eamy other right or power. The rights and remeduésthe
Administrative Agent and the Lenders hereundercareulative and are not exclusive of any rightsesnedies that tht
would otherwise have. No waiver of any provisiontlois Agreement or consent to any departure byBbeowel
therefrom shall in any event be effective unlegsghme shall be permitted by paragraph (b) ofSkistion, and the
such waiver or consent shall be effective onlyhi@ $pecific instance and for the specific purpasenhich given. Al
covenants, agreements, representations and wasantide by the Borrower in this Agreement and éendértificate
delivered in connection with or pursuant to thisrégment shall be considered to have been relied bgahe othe
parties hereto. Without limiting the generality tbie foregoing, the execution and delivery of thigrédement or tf
making of a Loan shall not be construed as a waweany Default or Event of Default, regardlesswdfether th
Administrative Agent, the Arrangers, the Syndicatidgents, the Documentation Agents or any Lendey heve ha
notice or knowledge of such Default at the timéb@ing the express intent of the parties heretbtligal enders be al
to exercise all rights and remedies provided foGecttion 7.01 after the funding of the Loans on Feding Date
whether or not any Event of Default entitling theecise of such rights and remedies was a condgienedent to tt
making of the Loans on the Funding Da
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(b) None of this Agreement or any provision hemeafy be waived, amended or modified except pursio
an agreement or agreements in writing and signefidoydorrower, the Administrative Agent and the Regd Lender:
providedthat (i) any provision of this Agreement may be aded by an agreement in writing entered into by
Borrower and the Administrative Agent to cure amybaguity, omission, defect or inconsistency so l@sy in eac
case, the Lenders shall have received at leastusin&s Daysprior written notice thereof and the Administra
Agent shall not have received, within 10 Businesy®$of the date of such notice to the Lenders,iienrnotice fror
the Required Lenders stating that the Required éendbject to such amendment and (ii) no such aggee sha
(A) increase the Commitment of any Lender withdt written consent of such Lender, (B) reduce tiecipal amour
of any Loan or reduce the rate of interest thereomgeduce any fees payable hereunder, withoutvtiteen consent «
each Lender affected thereby, (C) postpone thedsidb@ maturity date of any Loan, or any date fer payment of ar
interest or fees payable hereunder, or reduce thheuat of, waive or excuse any such payment, orpoost th
scheduled date of expiration of any Commitmentheut the written consent of each Lender affectesrety
(D) change Section 2.15(b) in a manner that woltkl ghe pro rata sharing of payments requiredetinemwithout th
written consent of each Lender and (E) change drfgeoprovisions of this Section or the percentageforth in th
definition of the term “Required Lenderst any other provision of this Agreement specifyihg number or percente
of Lenders required to waive, amend or modify aigits thereunder or make any determination or gaagtconsel
thereunder, without the written consent of eachdeenprovidedfurther that no such agreement shall amend, mc
extend or otherwise affect the rights or obligasiaf the Administrative Agent without the prior wen consent of tt
Administrative Agent. Notwithstanding the foregoing) any amendment of the definition of the terApplicable
Rate” pursuant to the last sentence of such definitical skquire only the written consent of the Borrovead th:
Administrative Agent and (y) no consent with redpéx any amendment, waiver or other modification tbic
Agreement shall be required of any Defaulting Lendecept with respect to any amendment, waivenibe
modification referred to in clause (ii)(A), (i))(B)r (ii)(C) of the first proviso of this paragraphd then only in the eve
such Defaulting Lender shall be affected by suckradment, waiver or other modification.

(c) The Administrative Agent may, but shall have ofdigation to, with the concurrence of any Len
execute amendments, waivers or other modificatmmsbehalf of such Lender. Any amendment, waiverntbre|
modification effected in accordance with this Sat®.02 shall be binding upon each Person thdttiseaime thereof
Lender and each Person that subsequently becobeesdar.

SECTION 9.03. Expenses; Indemnity; Damage Wai&@rThe Borrower shall pay (i) all reasonable ofit-o
pocket expenses incurred by the Administrative Ag#ime Arrangers, the Syndication Agents, the Dosutatior
Agents and their Affiliates, including the reasoleatees, charges and disbursements of one firmutside counsel fi
the foregoing (and, if deemed reasonably necedsasuch Persons, one firm of regulatory counselanshe firm o
local counsel in each appropriate jurisdiction)camnection with the arrangement and syndicatiahefcredi
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facility provided for herein, including the prepaoa, execution and delivery of the Commitment eetand the Fe¢
Letters referred to therein, as well as the pramaraexecution, delivery and administration ofstiigreement or ai
amendments, modifications or waivers (to the exserth amendments, modifications or waivers areaggd by th
Borrower) of the provisions hereof (whether or ribe transactions contemplated hereby or therebyl &
consummated), (ii) all reasonable outpafeket expenses of the Administrative Agent in @mion with thi
administration (other than routine administrativegedures and excluding costs and expenses rekatingsignmen
and participations of lenders) of this Agreement dni) all reasonable out-gbocket expenses incurred by
Administrative Agent, any Arranger or any Lendecluding the fees, charges and disbursements of@unysel for ar
of the foregoing, in connection with the enforcemen protection of its rights in connection withightAgreemen
including its rights under this Section, or in cention with the Loans made hereunder, includingsatlh reasonat
out-of-pocket expenses incurred during any workstructuring or negotiations in respect of suohns.

(b) The Borrower shall indemnify the Administratidgent, the Arrangers, each Lender and each R«
Party of any of the foregoing Persons (each suaisoRebeing called an “ Indemnité® against, and hold ea
Indemnitee harmless from, any and all losses, daidamages, liabilities and expenses reasonakdyeckltheret
including reasonable fees, charges and disbursenoérdne firm of outside counsel for Indemniteesd(af deeme
reasonably necessary by the Administrative Agen¢, firm of regulatory counsel and/or one firm ofdbcounsel i
each appropriate jurisdiction, and, in the casaroactual or perceived conflict of interest for angemnitee, one fir|
of counsel (and, if deemed reasonably necessaigubly Indemnitee, one firm of regulatory and/or éima of local
counsel in each appropriate jurisdiction) for stralemnitee), incurred by or asserted against adgrimitee arising o
of, in connection with, or as a result of (i) theeparation, execution, delivery and (in the cas¢hef Administrativ
Agent and its Related Parties only) administrabbthis Agreement or any other agreement or insénincontemplate
hereby or the consummation of the Transactionsipiother transactions contemplated hereby (inclyitiie Merger) ¢
(i) any actual or prospective claim, litigationyestigation or proceeding relating to any of iwefoing, whether bas
on contract, tort or any other theory, and regasllef whether any Indemnitee is a party thereta (@gardless
whether such matter is initiated by the Borrowernioy other Person); providelat such indemnity shall not, as to
Indemnitee, be available to the extent that sudsds, claims, damages, liabilities or related esgenA) ar
determined by a court of competent jurisdictionfimal and nonappealable judgment to have resultech the gros
negligence or willful misconduct of such Indemnitaea material breach, including any such breadbeuh faith, of th
agreements by such Indemnitee set forth in thise@&grent or (B) result from any claim, litigationyv@stigation ¢
proceeding that does not involve an act or omissiothe Borrower or any of its Affiliates and thatbrought by a
Indemnitee against any other Indemnitee (other #ran claim, litigation, investigation or proceedibgought by a
Indemnitee against the Administrative Agent or &mganger in its capacity in fulfilling its role an agent or arranc
or any other similar role hereunder). The Borrowgdall indemnify and hold harmless in accordanceh wite
Commitment Letter the Persons entitled to the beakthe indemnificatior
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provisions set forth therein with respect to alltt@@s expressly covered by such provisions in tben@itment Lette
that are not expressly covered in this paragrapti,re such provision in the Commitment Letter shaith respect t
such matters, terminate as a result of the exaectatial delivery of this Agreement. No Indemnitedldtmliable for an
damages arising from the use of information or othaterials obtained through electronic, telecomications or othe
information transmission systems, except to thereadny such damages are found by a final, ajppealable judgme
of a court of competent jurisdiction to arise frtme gross negligence or willful misconduct of slistiemnitee, and r
party hereto shall be liable for any special, iadir consequential or punitive damages in conneetith the Loans, th
Agreement or its activities related thereto; preddhat nothing contained in this sentence will linie Borroweré
indemnity and reimbursement obligations set forthhis Section 9.03. This paragraph shall not appti respect t
Taxes other than any Taxes that represent lods@sscor damages arising from any non-Tax claim.

(c) To the extent that the Borrower fails to pay amount required to be paid by it under paragr@)lo!
(b) of this Section to the Administrative Agent amy Related Party of any of the foregoing, eachdeerseverall
agrees to pay to the Administrative Agent or suetated Party, as the case may be, such Lenged rata sha
(determined as of the time that the applicable iomivarsed expense or indemnity payment is soughguch unpai
amount;_providedhat the unreimbursed expense or indemnified ldasn, damage, liability or related expense, a:
case may be, was incurred by or asserted agam#tdministrative Agent in its capacity as such gaiast any Relate
Party of any of the foregoing acting for the Admsinative Agent in connection with such capacityr porposes of th
paragraph, a Lender’s “pro rata shasball be determined based upon its share of theeggte Commitments in efft
(or, after the Funding Date, of the aggregate gralamount of the Loans outstanding) at the tiorenfost recently i
effect or outstanding, as the case may be).

(d) All amounts due under this Section shall begdsy promptly after written demand therefor.

SECTION 9.04. Successors and Assidgia3.The provisions of this Agreement shall be bagdupon an
inure to the benefit of the parties hereto andrtrespective successors and assigns permittedyhenetept that (i) tr
Borrower may not (except, after the Funding Daseegpressly provided in Section 6.02) assign oertlse transfe
any of its rights or obligations hereunder withdbe prior written consent of each Lender (and attgngpter
assignment or transfer by the Borrower without scohsent shall be null and void) and (ii) no Lendety assign ¢
otherwise transfer its rights or obligations hemexcept in accordance with this Section. Nothinthis Agreemen
expressed or implied, shall be construed to coofen any Person (other than the parties heretdr, tbgpectiv
successors and assigns permitted hereby, Partisifenthe extent provided in paragraph (c) of tBexction), eac
Arranger, each Syndication Agent, each Documentatigent and, to the extent expressly contemplatzely, th
Related Parties of any of the Administrative Agehg Arrangers, the Syndication Agents, the Docuatem Agent
and any Lender) any legal or equitable right, reyradclaim under or by reason of this Agreem:
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(b) (i) Subject to the conditions set forth in maagph (b)(ii) below, any Lender may assign to onenore
Eligible Assignees all or a portion of its rightsdaobligations under this Agreement (includingalla portion of th
Commitment or Loans at the time owing to it) witketprior written consent (such consent not to beeasonabl
withheld) of:

(A) the Borrower; providedhat no consent of the Borrower shall be requideddr an assignment
a Permitted Assignee or (2) after the Funding Diatean assignment to a Lender (other than a Defig
Lender), an Affiliate of a Lender or an ApprovednBu providedthat any liability of the Borrower to .
assignee that is an Approved Fund or Affiliatehsf aissigning Lender under Section 2.12 shall bigeldric
the amount, if any, that would have been payablkeureler by the Borrower in the absence of
assignment; and

(B) the Administrative Agent; provideitiat no consent of the Administrative Agent shallrbquire:
for an assignment to a Lender or an Affiliate dfeader.

(i) Assignments shall be subject to the followidgditional conditions:

(A) except in the case of an assignment to a LeradeAffiliate of a Lender or an Approved Func
an assignment of the entire remaining amount oas#gning Lendes’ Commitment or Loans, the amc
of the Commitment or Loans of the assigning Lersidiject to each such assignment (determined d=
date the Assignment and Assumption with respedutth assignment is delivered to the Administr:
Agent) shall not be less than $1,000,000 unleseraike agreed by the Borrower and the Administe
Agent;

(B) each partial assignment shall be made as agnasent of a proportionate part of all the assig
Lender’s rights and obligations under this Agreetnen

(C) the parties to each assignment shall (i) exeeant deliver to the Administrative Agent (andtg
consent is required as set forth above, the Bompvee Assignment and Assumption and (ii) pay te
Administrative Agent a processing and recordatiea 6f $3,500; providethat only one such process
and recordation fee shall be payable in the evérgimultaneous assignments from any Lender ¢
Approved Funds to one or more other Approved Fufdsich Lender; and

(D) the assignee, if it shall not be a Lender, Isldliver to the Administrative Agent
Administrative Questionnaire in which the assigmesignates one or more credit contacts to who
syndicat-
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level information (which may contain MNPI) will beade available and who may receive such inform
in accordance with the assigne&€ompliance procedures and applicable law, inolydiederal, State a
foreign securities laws.

(i) Subject to acceptance and recording thereogpant to paragraph (b)(v) of this Section, framd afte
the effective date specified in each Assignment Assumption the assignee thereunder shall be & paret
and, to the extent of the interest assigned by sissignment and Assumption, have the rights andjatibns of
Lender under this Agreement, and the assigning éretitereunder shall, to the extent of the inteassigned L
such Assignment and Assumption, be released frermohligations under this Agreement (and, in thee gafsar
Assignment and Assumption covering all of the assigy Lenders rights and obligations under this Agreernr
such Lender shall cease to be a party hereto lalltgintinue to be entitled to the benefits of st 2.12, 2.1
and 2.14 (to the extent accrued for periods prioittceasing to be a party hereto) and Section)9.A8y
assignment or transfer by a Lender of rights orgaltions under this Agreement that does not conapll this
Section shall be treated for purposes of this Agesg as a sale by such Lender of a participaticsuch right
and obligations in accordance with paragraph (¢hisf Section, providethat the requirements of such parag
are met.

(iv) The Administrative Agent shall maintain at ooé its offices in the United States a copy of ¢
Assignment and Assumption delivered to it and rdsasf the names and addresses of the Lenders,ha
Commitment of, and principal amount (and statedregt) of the Loans owing to, each Lender purstmiie
terms hereof from time to time (the “ Regqistgr The entries in the Register shall be conclusivel tie
Borrower, the Administrative Agent and the Lenderay treat each Person whose name is recorded
Register pursuant to the terms hereof as a Lengleuhder for all purposes of this Agreement, ndistgndin
notice to the contrary. The Register shall be adal for inspection by the Borrower and any Lendéran
reasonable time and from time to time upon reader@ior notice.

(v) Upon receipt by the Administrative Agent of Assignment and Assumption executed by an assi
Lender and an assignee, the assigheempleted Administrative Questionnaire (unlegsassignee shall alre¢
be a Lender hereunder) and the processing anddagaor fee referred to in this Section, the Adntnaiive Agen
shall accept such Assignment and Assumption andraethe information contained therein in the Regi
providedthat the Administrative Agent shall not be requitedaccept such Assignment and Assumption
record the information contained therein if the Axistrative Agent reasonably believes that suchigksaen
and Assumption lacks any written consent requingdhiis Section or is otherwise not in proper foitnheing
acknowledged that the Administrative Agent shallehao duty or obligation (and shall incur no ligg) with
respect to obtaining (or confirming the receiptpal such written consent or with respect to thenfof (or any
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defect in) such Assignment and Assumption, any sluth and obligation being solely with the assigpirende
and the assignee. No assignment shall be effefdivpurposes of this Agreement unless it has beearded i
the Register as provided in this paragraph, ankdviahg such recording, unless otherwise determibgdhe
Administrative Agent (such determination to be madé¢he sole discretion of the Administrative Agewhicl
determination may be conditioned on the conserthefassigning Lender and the assignee), shall fleetiek
notwithstanding any defect in the Assignment anduixgption relating thereto. Each assigning Lender the
assignee, by its execution and delivery of an Assgnt and Assumption, shall be deemed to havesepted t
the Administrative Agent that all written consenggjuired by this Section with respect thereto (othan th:
consent of the Administrative Agent) have been iokthand that such Assignment and Assumption isroiise
duly completed and in proper form, and each assigbg its execution and delivery of an Assignmemd
Assumption, shall be deemed to have representdtetassigning Lender and the Administrative Ageat suc
assignee is an Eligible Assignee.

(c) () Any Lender may sell participations to onemore Eligible Assignees (a_“ Participaitin all or ¢
portion of such Lendes’'rights and obligations under this Agreement (idirlg all or a portion of its Commitment ¢
Loans) (1) prior to the Funding Date, subject ttaobng the prior written consent of the Borrowsu¢h consent not
be unreasonably withheld); providétht no such consent shall be required in the ochseparticipation to a Permitt
Assignee so long as such Lender shall have givaoenof such participation to the Borrower; and §&gr the Fundir
Date; providedthat, in each case, (A) such Lendeobligations under this Agreement (including itsn@nitmen
hereunder) shall remain unchanged, (B) such Leslall remain solely responsible to the other partiereto for tr
performance of such obligations and (C) the Bormwe Administrative Agent and the other Lenddraliscontinue t
deal solely and directly with such Lender in cortimecwith such Lendes rights and obligations under this Agreen
Any agreement or instrument pursuant to which adeersells such a participation shall provide thethsLender she
retain the sole right to enforce this Agreement endpprove any amendment, modification or waivieairty provisiol
of this Agreement; providethat such agreement or instrument may provide shah Lender will not, without tl
consent of the Participant, agree to any amendmedification or waiver described in subclausegAl, (ii)(B) or (ii)
(C) of the first proviso to Section 9.02(b) thafeats such Participant. The Borrower agrees thett €articipant shall |
entitled to the benefits of Sections 2.12, 2.13 214 (subject to the requirements and limitatithesein, including tr
requirements under Section 2.14(f) (it being unoed that the documentation required under Se&ida(f) shall b
delivered to the participating Lender)) to the saex¢ent as if it were a Lender and had acquirednitsrest b
assignment pursuant to paragraph (b) of this Secpoovidedthat such Participant (x) agrees to be subjeché
provisions of Section 2.16 as if it were an asstgneder paragraph (b) of this Section and (y) shatllbe entitled 1
receive any greater payment under Section 2.121ak, 2vith respect to any participation, than itstipgoating Lende
would have been entitled to receive (it being ustierd and agreed that such Participant shall nantded to th
benefit of any other indemnity, expense reimbursemegield protection or similar provision solely @tcount c
becoming a Participant rather than being a pantgtbe
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(i) Each Lender that sells a participation shaditing solely for this purpose as a ratuciary agent of tr
Borrower, maintain a register on which it entere ttame and address of each Participant and theigal
amounts (and stated interest) of each Participanterest in the Loans or other rights and ohiogest of suc
Lender under this Agreement (the “ Participant Beyi’); providedthat no Lender shall have any obligatio
disclose all or any portion of the Participant Régi (including the identity of any Participantasy informatiol
relating to a Participarg’ interest in any Commitments, Loans or other sigahd obligations under t|
Agreement) to any Person except to the extent sheh disclosure is necessary to establish that
Commitment, Loan or other right or obligation isregistered form under Section 5f.10@) of the United Stat
Treasury Regulations. The entries in the Partidiptagister shall be conclusive absent manifestreammd suc
Lender shall treat each Person whose name is mtoird the Participant Register as the owner of
participation for all purposes of this Agreementwithstanding any notice to the contrary. For threidance c
doubt, the Administrative Agent (in its capacity Agministrative Agent) shall have no responsibiliiyr
maintaining any Participant Register.

(d) Any Lender may at any time pledge or assige@usty interest in all or any portion of its rightinde
this Agreement to secure obligations of such Lenaeiuding any pledge or assignment to securegabbns to
Federal Reserve Bank and this Section shall ndiydppmany such pledge or assignment of a secuniigrést;providec
that no such pledge or assignment of a securigrast shall release a Lender from any of its obbga hereunder
substitute any such pledgee or assignee for suatidteas a party hereto.

SECTION 9.05._Survival. The provisions of Sections 2.12, 2.13, 2.14, @)152.16 and 9.03 a
Article VIII shall survive and remain in full forcand effect regardless of the repayment of the sotre expiration «
termination of the Commitments or the terminatiéthis Agreement.

SECTION 9.06. Counterparts; Integration; EffectiessniThis Agreement may be executed in counter
(and by different parties hereto on different ceuparts), each of which shall constitute an origibat all of whict
when taken together shall constitute a single egntThis Agreement constitutes the entire cont@awbng the parti
relating to the subject matter hereof and, upondit®urrence of the Effective Date, supersedes adyad previou
agreements and understandings, oral or writteatingl to the subject matter hereof, including thenmitments of th
Lenders and, if applicable, their Affiliates undee Commitment Letter and any commitment advicdsrsited by
them (but do not supersede any other provisiortkefCommitment Letter or the Fee Letters refercethérein (or ar
separate letter agreements with respect to feesbpmyo the Administrative Agent) that do not by tierms of suc
documents terminate upon the effectiveness ofAgreement, all of whicl
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provisions shall remain in full force and effedithis Agreement shall become effective as provide8action 4.01, ai
thereafter shall be binding upon and inure to theelit of the parties hereto and their respectineassors and assic
Delivery of an executed counterpart of a signapage of this Agreement by facsimile or other etattr imaging sha
be effective as delivery of a manually executedhterpart of this Agreement.

SECTION 9.07. SeverabilityAny provision of this Agreement held to be invalitegal or unenforceable
any jurisdiction shall, as to such jurisdiction,ibeffective to the extent of such invalidity, djality or unenforceabilit
without affecting the validity, legality and enfewability of the remaining provisions hereof; an@ thvalidity of ¢
particular provision in a particular jurisdictiohadl not invalidate such provision in any otheigdriction.

SECTION 9.08. [Reserved.]

SECTION 9.09. Governing Law; Jurisdiction; ConsentService of Proces$a) This Agreement shall
construed in accordance with and governed by theofathe State of New York; providdtat the interpretation of t
definition of the term “Acquired Company Merger A&gment Material Adverse Effec#s set forth in Article IV she¢
be construed in accordance with and governed blathef the State of Delaware.

(b) Each party hereto hereby irrevocably and unitmmally submits, for itself and its property, the
jurisdiction of the Supreme Court of the State efANYork sitting in New York County and of the Urdt&tates Distric
Court of the Southern District of New York, and aagpellate court from any thereof, in any actionposceedin
arising out of or relating to this Agreement, or fecognition or enforcement of any judgment, aadheof the partie
hereto hereby irrevocably and unconditionally agrat all claims arising out of or relating tostifigreement broug
by it or any of its Affiliates shall be brought,cashall be heard and determined, exclusively itndew York State o
to the extent permitted by law, in such Federakicdtach of the parties hereto agrees that a fitiment in any suc
action or proceeding shall be conclusive and masgrierced in other jurisdictions by suit on thegatent or in an
other manner provided by law.

(c) Each of the parties hereto hereby irrevocahly anconditionally waives, to the fullest extentrpetec
by law, any objection that it may now or hereaftave to the laying of venue of any suit, actiorpaceeding arisir
out of or relating to this Agreement in any cowterred to in paragraph (b) of this Section. Eacthe parties here
hereby irrevocably waives, to the fullest extentnpded by law, the defense of an inconvenient fiorto the
maintenance of such action or proceeding in anii soart.

(d) Each party to this Agreement irrevocably cotséa service of process made by registered oified
mail, return receipt requested, to the applicalleypat its address provided for notices in Sec@idXi. Nothing in thi
Agreement will affect the right of any party togtAgreement to serve process in any other manmeriged by law.
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SECTION 9.10. WAIVER OF JURY TRIALEACH PARTY HERETO HEREBY WAIVES, TO TH
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGIT IT MAY HAVE TO A TRIAL BY JURY
IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISNG OUT OF OR RELATING TO THI:
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBYAHETHER BASED ON CONTRAC"
TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) GHIFIES THAT NO REPRESENTATIVE
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENDEEXPRESSLY OR OTHERWISE, TH/
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGAIDN, SEEK TO ENFORCE THE FOREGOIM
WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE OTHER RARTIES HERETO HAVE BEEN INDUCEI
TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGSTHE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION.

SECTION 9.11. HeadingdArticle and Section headings and the Table of Qusteised herein are -
convenience of reference only, are not part of Agseement and shall not affect the constructignoofbe taken int
consideration in interpreting, this Agreement.

SECTION 9.12. Confidentialityeach of the Administrative Agent and the Lendeneag to maintain tl
confidentiality of the Information (as defined belp in accordance with its customary procedures Handling
confidential information of this nature and in acance with safe and sound banking practices, ¢xhapInformatiol
may be disclosed (a) to its Related Parties, inotudccountants and legal counsel, it being undedsthat the Perso
to whom such disclosure is made will be informedhef confidential nature of such Information anstriacted to kee
such Information confidential, (b) to the exterquested by any regulatory authority purportingaeenjurisdiction ove
it (including any selfregulatory authority, such as the National Assammbf Insurance Commissioners) (it be
understood that such regulatory authority will héoimed of the confidential nature of such Inforioatand, exce|
where such regulatory authority would be requieléep such Information confidential as a mattdawof requested
keep such Information confidential), (c) to theemttrequired by applicable law or by any subpoenaimilar lega
process (it being understood that the Persons mmabuch disclosure is made will be informed of toafidentia
nature of such Information and, except where swerisdh would be required to keep such Informatianfidential as
matter of law, requested to keep such Informationfidential), (d) to any other party to this Agreamy (e) it
connection with the exercise of any remedies uiler Agreement or any suit, action or proceedingtirgg to thi
Agreement or the enforcement of rights hereunddrefng understood that the Persons to whom sustthodiure is mac
will be informed of the confidential nature of suktfformation and requested to keep such Informationfidential)
(f) subject to a written agreement with the Borrowentaining confidentiality undertakings substalhyi the same
those in this Section, to any permitted assignes permitted Participant in, or any prospectivenpiied assignee of
permitted
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Participant in, any of its rights or obligationsden this Agreement, (g) with the written consenttleé Borrower ¢
(h) to the extent such Information (i) becomes mljplavailable other than as a result of a breatkhis Section ¢
(i) is or becomes available to, or is independed#veloped by, the Administrative Agent, any Landieany Affiliate
of any of the foregoing on a nonconfidential bdsisn a source other than the Borrower. For purpos$éisis Section, “
Information” means all information received from the Borrowany of its Affiliates or any of the Borrowsror suc
Affiliate’ s Related Parties, including accountants and legahsel, relating the Borrower or any of its Sulagids o
their businesses, other than any such informatant is available to the Administrative Agent or dognder on
nonconfidential basis prior to disclosure by therrBwer, any of its Affiliates or any of the Borrowe or suc
Affiliate’ s Related Parties. Any Person required to maintaén confidentiality of Information as provided ihig
Section shall be considered to have complied wghobligation to do so if such Person has exercisedess the
reasonable care and at least the same degreeeofocaraintain the confidentiality of such Infornmatias such Pers
would accord to its own confidential information.

SECTION 9.13. Interest Rate LimitatioNotwithstanding anything herein to the contraryatiiny time th
interest rate applicable to any Loan, together wittiees, charges and other amounts that areettest interest on st
Loan under applicable law (collectively the “ Ches{), shall exceed the maximum lawful rate (the * Maxm Rate’)
that may be contracted for, charged, taken, rededrereserved by the Lender holding such Loan soatance wit
applicable law, the rate of interest payable irpees of such Loan hereunder, together with all Gésrpayable
respect thereof, shall be limited to the MaximunteRand, to the extent lawful, the interest and Géathat would ha
been payable in respect of such Loan but were awxlge as a result of the operation of this Sectiall be cumulate
and the interest and Charges payable to such Lendespect of other Loans or periods shall beegased (but n
above the Maximum Rate therefor) until such cunadamount, together with interest thereon at theefe Fund
Effective Rate to the date of repayment, shall Haeen received by such Lender.

SECTION 9.14. USA PATRIOT Act Notic&ach Lender and the Administrative Agent (for ftseld no
on behalf of any Lender) hereby notifies the Bomowthat pursuant to the requirements of the USA RIOIT Act it is
required to obtain, verify and record informatidat identifies the Borrower, which information indes the name a
address of the Borrower and other information t#itallow such Lender or the Administrative Ageas applicable,
identify the Borrower in accordance with such Act.

SECTION 9.15. No Fiduciary Relationshiphe Borrower, on behalf of itself and its Subsiiay agree
that in connection with all aspects of the transast contemplated hereby and any communicationsommectiol
therewith, the Borrower and its Subsidiaries artteptAffiliates, on the one hand, and the AdministeaAgent, th
Lenders and their Affiliates, on the other hand] have a business relationship that does not erdmst implication c
otherwise, any fiduciary duty on the part of thenfdistrative Agent, the Lenders or their Affiliafeend no such du
will be deemed to have arisen in connection with surch transactions or communicatic
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SECTION 9.16. No+Public Information Each of the Administrative Agent, the Arrangers aadh Lende
acknowledges that all Information will be syndicdeel information, which may contain MNPI. Each dex
represents to the Borrower and the Administratigert that (a) it has developed compliance procedwagarding tr
use of MNPI and that it will handle MNPI in acconta with such procedures and applicable law, inotudredera
state and foreign securities laws, and (b) it lkiastified in its Administrative Questionnaire aditecontact who me
receive information that may contain MNPI in acarde with its compliance procedures and applickble including
Federal, state and foreign securities laws.

[Signature pages follow



IN WITNESS WHEREOF, the parties hereto have caubed Agreement to be duly executed by t
respective authorized officers as of the day arad fiest above written.

UNITED TECHNOLOGIES
CORPORATION,

By: /s/ THOMASI. R OGAN
Name Thomas I. Roga
Title: Vice President, Treasur




JPMORGAN CHASE BANK, N.A,,
individually and as Administrative Ager

By: /s/ ROBERTP. KELLAS

Name Robert P. Kella:
Title: Executive Directo



J.P. MORGAN SECURITIES LLC, as Joint
Lead Arranger and Joint Bookrunn

By: /s/ THOMASD. CASSIN

Name: Thomas D. Cassi
Title: Managing Directo



HSBC SECURITIES (USA) INC., as Joint
Lead Arranger and Joint Bookrunn

By: /s/ JAY SCHWARTZ

Name: Jay Schwart;
Title: Managing Directo



MERRILL LYNCH, PIERCE, FENNER &
SMITH INCORPORATED, as Joint Lead
Arranger and Joint Bookrunne

By: /s/ CHRISN EWTON

Name: Chris Newtor
Title: Director



SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

HSBC Bank USA, National Associatio

By: /s/PAUL L. H ATTON
Name:  Paul L. Hattor
Title: Managing Directo




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: BANK OF AMERICA, N.A., as Lent

By: /s/ GEORGEH LENTZAS
Name: George Hlentza
Title: Vice Presiden




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

BNP PARIBAS

By: /s/ CHRISTOPHER SKED
Name: Christopher Ske
Title:  Director

By: /s/ JOHNT READWELL , JR.
Name: John Treadwell, J
Title: Vice Presiden




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: Citibank, N.2

By: /s/ CAROLYN K EE
Name: Carolyn Kee
Title:  Vice Presiden




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: DEUTSCHE BANK AG CAYMAN ISLANB
BRANCH

By: /s/ ROSS LEVITSKY
Name: Ross Levitsky
Title:  Managing Directo

By: /S/DUSAN LAZAROV
Name: Dusan Lazaro
Title: Director

Name of Institution: DEUTSCHE BANK SECURITIES IN

By: /s/ ROSS LEVITSKY
Name: Ross Levitsky
Title: Managing Directo

By: /S/WOLFGANG WINTER
Name: Wolfgang Wintetr
Title: Managing Directo




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: GOLDMAN SACHS BANK US,

By: /S/IMARK WALTON
Name: Mark Walton
Title:  Authorized Signator

For any Lender requiring a second signature bl

By:

Name:
Title:



SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institutior THE ROYAL BANK OF SCOTLAND PLC

By: /S/L.PETER YETMAN
Name: L. PETER YETMAN
Title: DIRECTOR




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: Bayclays Bank PL

By: /s/ DAVID BARTON
Name: David Barton
Title: Director




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institutior COMMERZBANK AG, NEW YORK AND
GRAND CAYMAN BRANCHES

By: /sS/DIANE POCKAJ
Name Diane Pocka
Title: Managing Directo

By: /S/MICHAEL WEINERT
Name Michael Weiner
Title: Assistant Vice Preside




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

INTESA SANPAOLO S.p.A

By: /s/JOHN J. MICHALISIN
Name John J. Michalisir
Title: First Vice Presider

By: /S/IFRANCESCO DI MARIO
Name Francesco Di Matri
Title: F.V.P. & Head of Credi




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institutior ROYAL BANK OF CANADA

By: /s/RICHARD SMITH
Name Richard Smitf
Title: Authorized Signatonr




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institutior SOVEREIGN BANK

By: /S/ICARLOS A. CALIXTO
Name Carlos A. Calixtc
Title: Vice Presiden

For any Lender requiring a second signature bl

By:
Name:
Title:




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: Standard Chartered Bank
By: /s/JAMES H. RAMAGE

Name James H. Ramag
Title: Managing Directo

By: /S/ANDREW Y .NG
Name Andrew Y. Ng
Title: Director




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

SUMITOMO MITSUI BANKING CORPORATION

By: /s/IDAVID W . KEE
Name: David W. Kee
Title: Managing Directo




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: The Bank of New York Mell(

By: /S/IKENNETH P. SNEIDER, JR.
Name Kenneth P. Sneider, .
Title: Managing Directo




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institutior The Bank of Toky-Mitsubishi UFJ, Ltd.
New York Branct

By: /S/MARIA IARRICCIO .
Name Maria larriccio
Title: Vice Presiden




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institutior Bayerische Landesbank, New Y
Branch

By: /s/ MATTHEW D EC ARLO
Name Matthew DeCarlc
Title: First Vice Presider

For any Lender requiring a second signature bl

By: /S/ELKE VIDEGAIN
Name Elke Videgain
Title: Second Vice Preside




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institutior Bank of China, New York Bran

By: /s/SHIQIANG WU
Name Shigiang Wt
Title: General Manage




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: Bank of Montreal, Chicago Bca

By: /s/ Y ACOUBA K ANE
Name Yacouba Kant
Title: Vice - Presiden

For any Lender requiring a second signature b

By:

Name:
Title:



SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: Industrial and Commercial Baofl
China Limited, New York Branc

By: /s/VITO FERRARA
Name Mr. Vito Ferrara
Title: Deputy General Manag




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: UniCredit Bank AG, New York &8rct

By: /s/ THOMAS D USCH
Name Thomas Duscl
Title: Managing Directo

For any Lender requiring a second signature block:

By: /s/PRANAV SURENDRANATH
Name Pranav Surendrana
Title: Vice Presiden




SIGNATURE PAGE T(
THE BRIDGE CREDIT AGREEMEN
OF UNITED TECHNOLOGIES CORPORATIC

Name of Institution: Westpac Banking Corporation

By: /S/HENRIK JENSEN
Name Henrik Jense!
Title: Director




EXHIBIT A
[FORM OF] ASSIGNMENT AND ASSUMPTION

This Assignment and Assumption (the * Assignmert Assumptior?) is dated as of the Effective Date
forth below and is entered into by and betweenAbsignor (as defined below) and the Assignee (&dsat: below)
Capitalized terms used but not defined herein dtalke the meanings given to them in the Credit Agrent identifie
below (the *“ Credit Agreemeri}, receipt of a copy of which is hereby acknowledggdte Assignee. The Stand
Terms and Conditions set forth in Annex 1 attacherkto are hereby agreed to and incorporated hbyeneferenc
and made a part of this Assignment and Assumpsadhset forth herein in full.

For an agreed consideration, the Assignor heral@yacably sells and assigns to the Assignee, ag
Assignee hereby irrevocably purchases and assummstiie Assignor, subject to and in accordance thiéhStandal
Terms and Conditions and the Credit Agreement, fathe Effective Date inserted by the Administratikgent a
contemplated below (a) all of the Assigmorights and obligations in its capacity as a Lenaleder the Crec
Agreement and any other documents or instrumerigeded pursuant thereto to the extent relateche®amount ar
percentage interest identified below of all of suehstanding rights and obligations of the Assiguoder the crec
facility provided for under the Credit Agreementgib) to the extent permitted to be assigned uagplicable law, a
claims, suits, causes of action and any other nighthe Assignor (in its capacity as a Lender) aglaany Perso
whether known or unknown, arising under or in catioe with the Credit Agreement, any other docurseol
instruments delivered pursuant thereto or the toamsactions governed thereby or in any way baseut oelated to ar
of the foregoing, including contract claims, toldims, malpractice claims, statutory claims andoéler claims at la
or in equity related to the rights and obligatiosd and assigned pursuant to clause (a) aboverighés an
obligations sold and assigned pursuant to clawgearid (b) above being referred to herein colletyivas the *
Assigned Interest). Such sale and assignment is without recourse téss@nor and, except as expressly provide
this Assignment and Assumption, without represématr warranty by the Assignor.

1. Assignor:

2. Assignee
[and is a Lender or an Affiliate/Approved Fund tfgntify Lender]]:

3. Borrower: United Technologies Corporati

4. Administrative Agent: JPMorgan Chase Bank, N.A treesAdministrative Agent under the Credit Agreetr

! Select as applicabl



2

5. Credit Agreement. The Bridge Credit Agreement datel of November 8, 2011, among Un
Technologies Corporation, the Lenders party the@@dlorgan Chase Bank, N.A., as administrative &
and J.P. Morgan Securities LLC, HSBC SecuritiesAUJBic. and Merrill Lynch, Pierce, Fenner & Sn
Incorporated, as joint lead arrangers and joinkbamners.

6. Assigned Interes?

Interest Assigne Aggregate Amount of Amount of Percentage
[Commitments][Loans] [Commitment] [Loans] Assigned of
of all Lenders Assigned [Commitments]
[Loans] of all
Lenders3
[Commitment] $ $ %
[Loans]
Effective Date: , 20 [TO BE INSERTED BY ADMINISTRATIVE AGENT AND WHICHSHALL BE

THE EFFECTIVE DATE OF RECORDATION OF TRANSFER IN HREGISTER THEREFOR].

The Assignee, if not already a Lender, agrees tdivide to the Administrative Agent a completed Adnstrative
Questionnaire in which the Assignee designates @manore credit contacts to whom all syndicd&+el informatior
(which may contain MNPI) will be made available angho may receive such information in accordance hvihe
Assigne’s compliance procedures and applicable law, inciog Federal, state and foreign securities laws.

2 Must comply with the minimum assignment amountsfegh in Section 9.04(b)(ii)(A) of the Credit Agement, to the extent st

minimum assignment amounts are applicable
3Set forth, to at least 9 decimals, as a percerdhtfee [Commitments][Loans] of all Lendel



The terms set forth in this Assignment and Assuompéire hereby agreed to:

[NAME OF ASSIGNORY], as Assigno
by

Name:
Title:

[NAME OF ASSIGNEE], as Assigne
by

Name:
Title:



[Consented to anc Accepted:

JPMORGAN CHASE BANK, N.A,, as
Administrative Agent

by

Name:
Title:
[Consented to

UNITED TECHNOLOGIES
CORPORATION,

by

Name:
Title:] 2

1To be included only if the consent of the Admirasitre Agent is required by Section 9.04(b)(i)(B)tloé Credit Agreement
2To be included only if the consent of the Borrovgerequired by Section 9.04(b)(i)(A) of the Credlgreemen



ANNEX 1

STANDARD TERMS AND CONDITIONS FOR
ASSIGNMENT AND ASSUMPTION

1. Representations and Warranties.

1.1 Assignor.The Assignor (a) represents and warrants that §) the legal and beneficial owner of
Assigned Interest, (ii) the Assigned Intersstree and clear of any lien, encumbrance or atlglerse claim and (iii)
has full power and authority, and has taken albaabecessary, to execute and deliver this Assignaed Assumptic
and to consummate the transactions contemplategbytieand (b) assumes no responsibility with respect) any
statements, warranties or representations mader im connection with the Credit Agreement, othearththe
representations and warranties made by it her@jth¢ execution, legality, validity, enforcealylj genuinenes
sufficiency or value of the Credit Agreement, (ilie financial condition of the Borrower, any of iBubsidiaries
other Affiliates or any other Person obligated espect of the Credit Agreement or (iv) the perfarogaor observan
by the Borrower, any of its Subsidiaries or othdfiliates or any other Person of any of their regpe obligation
under the Credit Agreement.

1.2. AssigneeThe Assignee (a) represents and warrants that ifgs full power and authority, and
taken all action necessary, to execute and defhnsrAssignment and Assumption and to consummatdrémsactior
contemplated hereby and to become a Lender unéeCthdit Agreement, (ii) it satisfies the requirense if any
specified in the Credit Agreement that are requiedbe satisfied by it in order to acquire the gssid Interest ar
become a Lender, (iii) from and after the Effectidate, it shall be bound by the provisions of tledt Agreement as
Lender thereunder and, to the extent of the Assignterest, shall have the obligations of a Lerttiereunder, (iv)
has received a copy of the Credit Agreement, tagetvith copies of the most recent financial stateimalelivere
pursuant to Article V thereof (or, prior to thesfirsuch delivery, the financial statements refetedh Section 3.C
thereof), and such other documents and informa®it has deemed appropriate to make its own casdilysis an
decision to enter into this Assignment and Assuompéind to purchase the Assigned Interest on the bawhich it ha
made such analysis and decision independently a@hdwy reliance on the Administrative Agent or asther Lende
and (v) attached to this Assignment and Assumpsiany documentation required to be delivered lpuisuant to tt
terms of the Credit Agreement (including Sectioh4®f) thereof), duly completed and executed by Alssignee, ar
(b) agrees that (i) it will, independently and waith reliance on the Administrative Agent, the Assigor any othe
Lender, and based on such documents and informasianshall deem appropriate at the time, contiouaake its ow
credit decisions in taking or not taking action enthe Credit Agreement, and (ii) it will perform accordance wi
their terms all of the obligations which by thenter of the Credit Agreement are required to be peréal by it as
Lender.

2. Paymentd-rom and after the Effective Date, the Administrathgent shall make all payments in res
of the Assigned Interest (including payment:



2

principal, interest, fees and other amounts) toAs&ignee whether such amounts have accrued prmrdn or after tr
Effective Date. The Assignor and the Assignee simadke all appropriate adjustments in payments by
Administrative Agent for periods prior to the Effee Date or with respect to the making of thisigssent directl
between themselves.

3. General Provisiong:his Assignment and Assumption shall be bindingny@nd inure to the benefit
the parties hereto and their respective successarsassigns. This Assignment and Assumption magxeeuted i
counterparts (and by different parties hereto dfemint counterparts), each of which shall consgitan original, but ¢
of which when taken together shall constitute glgirtontract. Delivery of an executed counterpéd signature pag
of this Assignment and Assumption by facsimile trep electronic imaging shall be effective as de&iyvof a manuall
executed counterpart of this Assignment and AssiampfThis Assignment and Assumption shall be camestrir
accordance with and governed by the law of theeSthNew York.




EXHIBIT B
[FORM OF] BORROWING REQUEST

JPMorgan Chase Bank, N.A.

as Administrative Agent
Loan and Agency Services Group
1111 Fannin Street, Floor 10
Houston, Texas 77002-6925
Attention: Colton Rainey
Fax: (713) 750-2938

Copy to:

JPMorgan Chase Bank, N.A.
as Administrative Agent

383 Madison Avenue

New York, New York 1017!

Attention: Robert P. Kellas

Fax: (212) 270-5100

[Date]
Ladies and Gentlemen:

Reference is made to the Bridge Credit Agreemeteéddas of November 8, 2011 (as amended, res
supplemented or otherwise modified from time toetinthe “ Credit Agreement), among United Technologi
Corporation, a Delaware corporation (the “ BorroWerthe Lenders party thereto, JPMorgan Chase Bank,, l[dsAth
Administrative Agent, and J.P. Morgan SecuritiesC.LHSBC Securities (USA) Inc. and Merrill Lynch,eRie
Fenner & Smith Incorporated, as joint lead arrasgerd joint bookrunners. Capitalized terms usednbtitotherwis
defined herein shall have the meanings specifigdarCredit Agreement.

This notice constitutes a Borrowing Request, anel Borrower hereby gives you notice, pursuar
Section 2.03 of the Credit Agreement, that it resisiea Borrowing under the Credit Agreement, and@dnnectiol
therewith specifies the following information witbspect to such Borrowing:

(B) Aggregate principal amount of Borrowir:$

(C) Date of Borrowing?

(D) Type of Borrowing?

Must comply with Section 2.02(c) of the Credit Agneent.
Must be a Business Da
Specify ABR Borrowing or Eurodollar Borrowin



(E) Interest Period+

(F) Location and number of the account to whiclcpeals of the requested Borrowing are to be
disbursed: [Name of Bank] (Account N )

Very truly yours,

UNITED TECHNOLOGIES
CORPORATION

By:
Name:
Title:

4 Applicable to Eurodollar Borrowings only. Shall sebject to the definition of “Interest Periodiid can be a period of one, two or tl
months.



EXHIBIT C
[FORM OF] INTEREST ELECTION REQUEST

JPMorgan Chase Bank, N.A.

as Administrative Agent
Loan and Agency Services Group
1111 Fannin Street, Floor 10
Houston, Texas 77002-6925
Attention: Colton Rainey
Fax: (713) 750-2938

Copy to:

JPMorgan Chase Bank, N.A.
as Administrative Agent

383 Madison Avenue

New York, New York 1017!

Attention: Robert P. Kellas

Fax: (212) 270-5100

[Date]

Ladies and Gentlemen:

Reference is made to the Bridge Credit Agreemetegddas of November 8, 2011 (as amended, res
supplemented or otherwise modified from time toetinthe “ CreditAgreement”), among United Technologi
Corporation, a Delaware corporation (the “ BorroWerthe Lenders party thereto, JPMorgan Chase Bank,, l[dsAth
Administrative Agent, and J.P. Morgan SecuritiesCL.LHSBC Securities (USA) Inc. and Merrill Lynch,eRie
Fenner & Smith Incorporated, as joint lead arrasgard joint bookrunners. Capitalized terms usednbtitotherwis
defined herein shall have the meanings specifiedarCredit Agreement.

This notice constitutes an Interest Election Retjaed the Borrower hereby gives you notice, pursi
Section 2.05 of the Credit Agreement, that it resfisiehe conversion or continuation of a Borrowimgler the Cred
Agreement, and in that connection the Borrower ifipsdhe following information with respect to $uBorrowing an
each resulting Borrowing:

1. Borrowing to which this request appli
Principal Amount

Type:
Interest Perioe:

2. Effective date of this electie:

! In the case of a Eurodollar Borrowing, specify ldwt day of the current Interest Period there

2 Must be a Business Da



3. Resulting Borrowing[s3
Principal Amounw:
Types:
Interest Perioe:

Very truly yours,

UNITED TECHNOLOGIES CORPORATIOLI

by

Name:
Title:

31f different options are being elected with respectlifferent portions of the Borrowing, provideetinformation required by this iten
for each resulting Borrowing. Each resulting Boriogvshall be subject to Section 2.02(c) of the @radreement.

4Indicate the principal amount of the resulting Beving.
5 Specify whether the resulting Borrowing is to b&BR Borrowing or a Eurodollar Borrowing.

6 Applicable only if the resulting Borrowing is to laeEurodollar Borrowing. Shall be subject to théirdéon of “Interest Period’and ca
be a period of one, two or three months. Cannarekbeyond the Maturity Dat



EXHIBIT D-1

[FORM OF]

U.S. TAX COMPLIANCE CERTIFICATE
(For Foreign Lenders that are not Partnershipt/f&t Federal Income Tax Purposes and Lendersth&liaregarded
Entities for U.S. Federal Income Tax Purposes Wiwseaer, for U.S. Federal Income Tax Purposes, isno
Partnership for U.S. Federal Income Tax Purposes)

Reference is hereby made to the Bridge Credit Ageseg dated as of November 8, 2011 (as ame
supplemented or otherwise modified from time toetinthe “ Credit Agreement), among United Technologi
Corporation, the Lenders party thereto, JPMorgaas€Bank, N.A., as administrative agent, and J&ghh Securitie
LLC, HSBC Securities (USA) Inc. and Merrill LyncRjerce, Fenner & Smith Incorporated, as joint laadngers ar
joint bookrunners

Pursuant to the provisions of Section 2.14 of tmed@ Agreement, the undersigned hereby certifies
() it is the sole record and beneficial owner bé tLoan(s) (as well as any promissory note(s) tsqu&suant t
Section 2.07(d) of the Credit Agreement evidengnogh Loan(s)) in respect of which it is providirigst certificate
(i) it is not a bank within the meaning of Secti®81(c)(3)(A) of the Code, (iii) it is not a tenrpent shareholder of t
Borrower within the meaning of Section 871(h)(3)@)the Code and (iv) it is not a controlled foreigorporatio
related to the Borrower as described in Sectio{@83)(C) of the Code.

The undersigned has furnished the Administrativerfigand the Borrower with a duly completed
executed certificate of its non-U.S. Person statu$RS Form WBBEN. By executing this certificate, the undersid
agrees that (1) if the information provided on tbestificate changes, the undersigned shall promgal inform th
Borrower and the Administrative Agent and (2) tmelersigned shall have at all times furnished therd@@eer and th
Administrative Agent with a properly completed andrently effective certificate in either the cadan year in whic
each payment is to be made to the undersigned,ather of the two calendar years preceding sagiments.

In the case of a Lender that is a disregardedyefatitU.S. federal income tax purposes, each ofath@ve
certifications and representations is given witbpeet to the person treated as such Leadawner for U.S. feder
income tax purposes.

Unless otherwise defined herein, terms definedhan Credit Agreement and used herein shall hav
meanings given to them in the Credit Agreement.

[NAME OF LENDER]

By:
Name:
Title:

Date: , 201



EXHIBIT D-2

[FORM OF]

U.S. TAX COMPLIANCE CERTIFICATE
(For Foreign Participants that are not Partnerstoips).S. Federal Income Tax Purposes and Partitégthat are
Disregarded Entities for U.S. Federal Income TarpBses Whose Owner, for U.S. Federal Income Tagd3as, is n
a Partnership for U.S. Federal Income Tax Purposes)

Reference is hereby made to the Bridge Credit Ageseg dated as of November 8, 2011 (as ame
supplemented or otherwise modified from time toetinthe “ Credit Agreement), among United Technologi
Corporation, the Lenders party thereto, JPMorgaas€Bank, N.A., as administrative agent, and J&ghh Securitie
LLC, HSBC Securities (USA) Inc. and Merrill LyncRjerce, Fenner & Smith Incorporated, as joint laadngers ar
joint bookrunners

Pursuant to the provisions of Section 2.14 of tmed@ Agreement, the undersigned hereby certifies
(i) it is the sole record and beneficial ownerlwé participation in respect of which it is providithis certificate, (ii) it i
not a bank within the meaning of Section 881(cK3)of the Code, (iii) it is not a ten percent shalkeler of thi
Borrower within the meaning of Section 871(h)(3)@)the Code, and (iv) it is not a controlled fgmicorporatio
related to the Borrower as described in Sectio{@83)(C) of the Code.

The undersigned has furnished its participatingdegrwith a duly completed and executed certificHtes
non-U.S. Person status on IRS Form8BEN. By executing this certificate, the unders@jregrees that (1) if tl
information provided on this certificate changés tndersigned shall promptly so inform such Lendevriting, anc
(2) the undersigned shall have at all times fumdsBuch Lender with a properly completed and ctigrezffective
certificate in either the calendar year in whiclchepayment is to be made to the undersigned, eitlver of the tw
calendar years preceding such payments.

In the case of a Participant that is a disregastgdy for U.S. federal income tax purposes, eakcthe
above certifications and representations is givéh vespect to the person treated as such Pamicgawner for U.<
federal income tax purposes.

Unless otherwise defined herein, terms definedhan Credit Agreement and used herein shall hav
meanings given to them in the Credit Agreement.

[NAME OF PARTICIPANT]
By:

Name:
Title:

Date: , 201




EXHIBIT D-3
[FORM OF]

U.S. TAX COMPLIANCE CERTIFICATE
(For Foreign Participants that are partnershipdf&. Federal Income Tax Purposes and Participhatare
Disregarded Entities for U.S. Federal Income TaspBses Whose Owner, for U.S. Federal Income Tagpd3as, is a
Partnership for U.S. Federal Income Tax Purposes)

Reference is hereby made to the Bridge Credit Ageseg dated as of November 8, 2011 (as ame
supplemented or otherwise modified from time toetinthe “ Credit Agreement), among United Technologi
Corporation, the Lenders party thereto, JPMorgaas€Bank, N.A., as administrative agent, and J&ghh Securitie
LLC, HSBC Securities (USA) Inc. and Merrill LyncRjerce, Fenner & Smith Incorporated, as joint laadngers ar
joint bookrunners

Pursuant to the provisions of Section 2.14 of tmed@ Agreement, the undersigned hereby certifies
() it is the sole record owner of the participatim respect of which it is providing this certdie, (ii) its direct ¢
indirect partners/members are the sole beneficitens of such participation, (iii) with respect Buparticipatior
neither the undersigned nor any of its direct alirgct partners/members is a bank extending cpdiguant to a loz
agreement entered into in the ordinary coursesdfréide or business within the meaning of Sect&I{&(3)(A) of the
Code, (iv) none of its direct or indirect partnerembers is a ten percent shareholder of the Borravithin the
meaning of Section 871(h)(3)(B) of the Code andn@fe of its direct or indirect partners/members isontrolle:
foreign corporation related to the Borrower as dbed in Section 881(c)(3)(C) of the Code.

The undersigned has furnished its participatingdeerwith duly completed and executed IRS Form W
8IMY accompanied by one of the following forms fragach of its partners/members that is claiming gbefolio
interest exemption: (i) a duly completed and exedURS Form WBBEN or (ii) a duly completed and executed
Form W-8IMY accompanied by a duly completed and cei®d IRS Form WBBEN from each of su
partner's/membes beneficial owners that is claiming the portfoliterest exemption, together with any o
information required to be provided by IRS Form8M4Y. By executing this certificate, the undersignagrees th
(2) if the information provided on this certificatbanges, the undersigned shall promptly so infsach Lender ar
(2) the undersigned shall have at all times fumisiBuch Lender with a properly completed and ctigrezffective
certificate in either the calendar year in whiclchepayment is to be made to the undersigned, eitlver of the tw
calendar years preceding such payments.

In the case of a Participant that is a disregaetgdy for U.S. Federal income Tax purposes, edcihe
above certifications and representations is givéh vespect to the person treated as such Pamicgpawner for U.S
federal income tax purposes.

Unless otherwise defined herein, terms definedhan Credit Agreement and used herein shall hav
meanings given to them in the Credit Agreement.

[NAME OF PARTICIPANT]
By:

Name:
Title:

Date: ,201



EXHIBIT D-4
[FORM OF]

U.S. TAX COMPLIANCE CERTIFICATE
(For Foreign Lenders that are partnerships for Besleral Income Tax Purposes and Lenders thatiaredarded
Entities for U.S. Federal Income Tax Purposes Wiwseger, for U.S. Federal Income Tax PurposesHarénership
for U.S. Federal Income Tax Purposes)

Reference is hereby made to the Bridge Credit Ageseg dated as of November 8, 2011 (as ame
supplemented or otherwise modified from time toetinthe “ Credit Agreement), among United Technologi
Corporation, the Lenders party thereto, JPMorgaas€iBank, N.A., as administrative agent, and Jdtghh Securitie
LLC, HSBC Securities (USA) Inc. and Merrill LyncRjerce, Fenner & Smith Incorporated, as joint laadngers ar
joint bookrunners

Pursuant to the provisions of Section 2.14 of tmed@ Agreement, the undersigned hereby certifies
(i) it is the sole record owner of the Loan(s) (&l as any promissory note(s) issued pursuanetdi& 2.07(d) of tr
Credit Agreement evidencing such Loan(s)) in respéevhich it is providing this certificate, (iijjg direct or indirec
partners/members are the sole beneficial ownesuidi Loan(s) (as well as any promissory note(sieggpursuant
Section 2.07(d) of the Credit Agreement evidenangh Loan(s)), (iii) with respect to the extensadrcredit pursual
to the Credit Agreement, neither the undersignadang of its direct or indirect partners/membersa isank extendir
credit pursuant to a loan agreement entered inthenordinary course of its trade or business withe meaning «
Section 881(c)(3)(A) of the Code, (iv) none ofdisect or indirect partners/members is a ten parskareholder of ti
Borrower within the meaning of Section 871(h)(3)(8)the Code and (v) none of its direct or indirpattners/membe
is a controlled foreign corporation related to Bawrower as described in Section 881(c)(3)(C) ef @ode.

The undersigned has furnished the Administrativeemigand the Borrower with a duly completed
executed IRS Form VBIMY accompanied by one of the following forms fragach of its partners/members the
claiming the portfolio interest exemption: (i) alylecompleted and executed IRS Form8BEN or (ii) a duly complete
and executed IRS Form W-8IMY accompanied by a adwiypleted and executed IRS Form8BEN from each ¢
such partner'simembex’beneficial owners that is claiming the portfalmerest exemption, together with any o
information required to be provided by IRS Form8M4Y. By executing this certificate, the undersignagrees th
(2) if the information provided on this certificatbanges, the undersigned shall promptly so inftvenBorrower an
the Administrative Agent, and (2) the undersigniedllshave at all times furnished the Borrower ame Administrativ:
Agent with a properly completed and currently efifex certificate in either the calendar year in efheach payment
to be made to the undersigned, or in either otwltecalendar years preceding such payments.

In the case of a Lender that is a disregardedyefiatitU.S. Federal Income Tax purposes, each oabow«
certifications and representations is given withpext to the person treated as such Lesdawner for U.S. fedel
income tax purposes.

Unless otherwise defined herein, terms definedha Credit Agreement and used herein shall hav
meanings given to them in the Credit Agreement.
[NAME OF LENDER]
By:

Name:
Title:

Date: ,201



EXHIBIT E
UNITED TECHNOLOGIES CORPORATION
FINANCIAL OFFICER'S CERTIFICATE
[Date]

| the undersigned, [Name of Financial Officer], klereby certify that | am the [Title] of United Teuwogie:
Corporation, a corporation duly organized and exgstinder the laws of the State of Delaware, hawsgrincipa
office in Hartford, Connecticut (the “* Compatjy Capitalized terms used and not defined herein slaakk the meanil
assigned to such terms in the Credit Agreementi€éined below). Pursuant to Section 4.02(a) ofGhedit Agreemel
dated as of November 8, 2011 (as the same may badad, restated or otherwise modified from timéinee, the “
Credit Agreement), among the Company, the Lenders party thereto, J§Ato€hase Bank, N.A., as administre
agent, and J.P. Morgan Securities LLC, HSBC SeaesriflUSA) Inc. and Merrill Lynch, Pierce, Fenner@mitr
Incorporated, as joint lead arrangers and jointkbaaners, | do hereby confirm, in my capacity asirsancial Office
and not in my individual capacity, on behalf of thempany, that:

(a) The Merger has been consummated, or substgrd@icurrently with the making of Loans under
Credit Agreement will be consummated, pursuantrtd an the terms set forth in the Merger Agreemanid(al
conditions precedent to the obligations of the Canypand the Merger Sub to consummate the Mergee bae
satisfied on the terms set forth in the Merger A&gmnent), in each case without giving effect to annegiats, waivers
consents by the Company or the Merger Sub (otlzer éimy waiver or consent to any interim operatiogeoants of tr
Acquired Company and its Subsidiaries not involvihg incurrence of Debt or Liens or the dispositofrassets) th
are adverse in any material respect to the Leratetshat have not been approved by the Arrangers;

(b) Except as set forth in the Acquired CompanycDisure Letter or in the Acquired Company ¢
Documents filed with the SEC and publicly availaafeer January 1, 2011 and prior to the Signinge[§akcluding an
forward4ooking statements, risk factors and other sinstatements in the Acquired Company SEC Documeatsatit
cautionary, nonspecific or predictive in naturepnfi January 1, 2011 through the Signing Date thesenot been a
event, circumstance, change, occurrence, statctd or effect (including the incurrence of anyilities of any naturt
whether or not accrued, contingent or otherwisa) tlas had or would reasonably be expected to adigjdually ol
in the aggregate, an Acquired Company Merger Agesgrilaterial Adverse Effect;

1 Note to Exhibit: Certifications in clauses (b), é)d, to the extent relating to the Acquired Conypand its Subsidiaries, may be m
by a Financial Officer of the Acquired Compa



3

(c) Since January 1, 2011, there shall not have laeg event, circumstance, change, occurrence sl
facts or effect (including the incurrence of argpliities of any nature, whether or not accrueditiogient or otherwis:
that has had or would reasonably be expected te, hadividually or in the aggregate, an Acquiredrpany Merge
Agreement Material Adverse Effect;

(d) The Acquired Company Merger Agreement Represiems and the Specified Representations art
and correct; and

(e) No event referred to in Section 7.01(d)(2) @1(e) of the Credit Agreement (in each case, vatpec
to the Company) or Section 7.02(i) of the Crediré@ment has occurred and is continuing or wouldlrésom the
making of the Loans on the date hereof.

[Remainder of the Page Intentionally Left Blar



IN WITNESS WHEREOF, | have duly executed this Gedite as of the date first written above.

By:

Name:
Title:



Exhibit 11

UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

STATEMENT RE: COMPUTATION OF PER SHARE EARNINGS

(Dollars in millions, except per share amounts) 2011 2010 FU2||0)(/)egaf 2008 2007

Net income attributable to common shareowi $ 497¢ $ 437 $ 382¢ $ 468¢ $ 4,22
Basic earnings for peric $ 497¢ $ 437¢ $ 382¢ $ 468 $ 4,22«
Diluted earnings for perio $ 497¢ $ 437 $ 382¢ $ 468¢ $ 4,22«
Basic average number of shares outstanding dummgeriod (thousand 892,30( 907,90( 917,40( 937,80( 963,90(
Stock awards (thousanc 14,50( 14,80( 11,40( 18,60( 24,90(
Diluted average number of shares outstanding duhiegperiod (thousand 906,80( 922,70( 928,80( 956,40( 988,80(
Basic earnings per common sh $ 558 $ 482 $ 417 $ 500 $ 43¢

Diluted earnings per common shi $ 54¢ $ 474 $ 41z $ 49C $ 4.2i



UNITED TECHNOLOGIES CORPORATION

AND SUBSIDIARIES

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

(Dollars in millions)
Fixed Charges

Interest expenst
Interest capitalize
One-third of rent<2

Total fixed charge

Earnings:
Income before income tax
Fixed charges per abo
Less: capitalized intere

Amortization of interest capitalize
Total earning:
Ratio of earnings to fixed charg

Exhibit 12

Full year
2011 2010 2009 2008 2007
$ 673 $ 75C $ 70t $ 68 $ 66€
20 17 18 19 16
151 14¢& 154 16€ 14€
$ 844 $ 91t $ 877 $ 87¢ $ 82¢
$7,605  $6,53¢ $5,76( $6,93¢ $6,38¢
844 91t 871 87¢ 82¢
(20) (17) (18) (29 (16)
824 89¢ 85¢ 857 81z
17 17 17 9 8
$8,44¢  $7,45: $6,63¢ $7,802  $7,20¢
10.01 8.1¢ 7.57 8.91 8.7(C

! Pursuant to the guidance in the Income Taxes Tafice FASB ASC, interest related to unrecognizeditenefits recorded was
approximately $23 million, $27 million, $21 millig§39 million and $56 million for the years 201018, 2009, 2008 and 2007,

respectively. The ratio of earnings to fixed chargeuld have been 10.29, 8.39, 7.75, 9.32 andf@r3Be years 2011, 2010, 2009, 2008

and 2007, respectively, if such interest were ed@tlifrom the calculatiol
2 Reasonable approximation of the interest fa



Exhibit 13
FIVE-YEAR SUMMARY

(Dollars in millions, except per share amounts) 2011 2010 2009 2008 2007
FOR THE YEAR
Net sales $ 58,190 $ 54,326 $ 52,425 $ 59,119 $ 54,876
Research and development 2,058 1,746 1,558 1,771 1,678
Restructuring costs 336 443 830 357 166
Net income 5,374 4,711 4,179 5,053 4,548
Net income attributable to common shareowners 4,979 4,373 3,829 4,689 4,224
Earnings per share:

Basic:

Net income attributable to common shareowners 5.58 4.82 4.17 5.00 4.38
Diluted:
Net income attributable to common shareowners 5.49 4.74 4.12 4.90 4.27

Cash dividends per common share 1.87 1.70 1.54 1.35 1.17
Average number of shares of Common Stock outstanding:

Basic 892 908 917 938 964

Diluted 907 923 929 956 989
Cash flow from operations 6,590 5,906 5,353 6,161 5,330
Capital expenditures 983 865 826 1,216 1,153
Acquisitions, including debt assumed 4 372 2,797 703 1,448 2,336
Repurchases of Common Stock 2,175 2,200 1,100 3,160 2,001
Dividends paid on Common Stock 1 1,602 1,482 1,356 1,210 1,080
AT YEAR END
Working capital $ 7,142 $ 5,778 $ 5,281 $ 4,665 $ 4,602
Total assets 4 61,452 58,493 55,762 56,837 54,888
Long-term debt, including current portion 2 9,630 10,173 9,490 10,453 8,063
Total debt 2 10,260 10,289 9,744 11,476 9,148

Total debt to total capitalization 2 31% 32% 32% 41% 29%
Total equity 2 22,820 22,332 20,999 16,681 22,064
Number of employees 3. 4 199,900 208,200 206,700 223,100 225,600

Note 1 Excludes dividends paid on Employee Stock Ownership Plan Common Stock.

Note 2 The increase in the 2008 debt to total capitalization ratio, as compared to 2007, reflects unrealized losses of approximately $4.2 billion, net of taxes, associated with
the effect of market conditions on our pension plans, and the 2008 debt issuances totaling $2.25 billion. The decrease in the 2009 debt to total capitalization ratio, as
compared to 2008, reflects the reversal of unrealized losses in our pension plans of approximately $1.1 billion, the beneficial impact of foreign exchange rate
movement of approximately $1.0 billion, and the reduction of approximately $1.7 billion of total debt.

Note 3 The decrease in 2011, as compared with 2010, includes the impact of divestitures primarily within the UTC Fire & Security and Carrier segments, as well as
headcount reductions associated with restructuring actions across UTC.

Note 4 The increase in 2010, as compared with 2009, includes the impact of acquisitions across the company, most notably the 2010 acquisition of the GE Security business
within the UTC Fire & Security segment. The increase in the number of employees in 2010 associated with acquisition activity was partially offset by headcount
reductions associated with restructuring actions across UTC.




MANAGEMENT'S DISCUSSION AND ANALYSIS

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

BUSINESS OVERVIEW

We are a global provider of high technology products and services to the building
systems and aerospace industries. Our operations for the periods presented
herein are classified into six principal business segments: Otis, Carrier, UTC

Fire & Security, Pratt & Whitney, Hamilton Sundstrand and Sikorsky. Otis, Carrier
and UTC Fire & Security are collectively referred to as the “commercial
businesses,” while Pratt & Whitney, Hamilton Sundstrand and Sikorsky are
collectively referred to as the “aerospace businesses.” Certain reclassifications
have been made to the prior year amounts to conform to the current year
presentation.

On September 28, 2011, we announced a new organizational structure to better
serve customers and to drive growth and achieve greater efficiencies through
integration across certain product lines. This new structure combines Carrier and
UTC Fire & Security into a new segment called UTC Climate, Controls &
Security. Beginning with the first quarter of 2012, Carrier and UTC Fire & Security
will report combined financial and operational results as part of this new segment.
As part of this new organizational structure, we also created UTC Propulsion &
Aerospace Systems, a new organization consisting of Pratt & Whitney and
Hamilton Sundstrand. Pratt & Whitney and Hamilton Sundstrand will continue to
report their financial and operational results as separate segments, which is
consistent with how we will allocate resources and measure the financial
performance of these businesses. We have reported our financial and operational
results for the periods presented herein under the six principal segments noted
above, consistent with how we have reviewed our business operations for
decision-making purposes, resource allocation and performance assessment
during 2011.

Our consolidated net sales were derived from the commercial and aerospace
businesses as follows (sales from Hamilton Sundstrand’s and Pratt & Whitney’s
industrial markets are included in “commercial and industrial”):

2011 2010 2009
Commercial and industrial 58% 57% 58%
Military aerospace and space 20% 21% 21%
Commercial aerospace 22% 22% 21%
100% 100% 100%

In each of 2011, 2010 and 2009, approximately 58% of our consolidated sales
were original equipment and 42% were aftermarket parts and services.

Our worldwide operations can be affected by industrial, economic and political
factors on both a regional and global level. To limit the impact of any one
industry, or the economy of any single country on our consolidated operating
results, our strategy has been, and continues to be, the maintenance of a
balanced and diversified portfolio of businesses. Our

businesses include both commercial and aerospace operations, original
equipment manufacturing (OEM) and extensive related aftermarket parts and
services businesses, as well as the combination of shorter cycles at Carrier and
in our commercial aerospace aftermarket businesses, and longer cycles at Otis
and at our aerospace OEM businesses. Our customers include companies in the
private sector and governments, and our businesses reflect an extensive
geographic diversification that has evolved with the continued globalization of
world economies. The composition of net sales from outside the United States,
including U.S. export sales to these regions, in U.S. Dollars and as a percentage
of total segment sales, is as follows:

(Dollars in millions) 2011 2010 2009 2011 | 2010 | 2009
Europe $12,601| $11,957 $12,216 22% | 22% | 23%
Asia Pacific 9,394 7,986 7,173 16% 15% 14%
Other Non-U.S. 5,380 5,374 4,991 9% | 10% 9%
U.S. Exports 7,957 7,296 6,996 14% | 13% | 13%
International

segment sales $35,332| $32,613 $31,376 61% | 60% | 59%

As part of our growth strategy, we invest in businesses in certain countries that
carry high levels of currency, political and/or economic risk, such as Argentina,
Brazil, China, India, Mexico, Russia, South Africa and countries in the Middle
East. At December 31, 2011, the net assets in any one of these countries did not
exceed 7% of consolidated shareowners’ equity.

Although the global economy improved in 2011 as compared with 2010, signs of
recovery experienced early in 2011 began losing momentum later in the year,
reflecting concerns about the deepening sovereign debt crisis in Europe and the
political climate in Washington, D.C. As a result of persistent high unemployment
in the United States (U.S.) and Europe, a weak U.S. housing market, government
budget reduction plans, and the European sovereign debt crisis, growth within
developed economies remains low. In 2011, world gross domestic product growth
was approximately 3%, with growth led by emerging markets, and we expect
emerging markets will continue growing in 2012, although at a moderating pace.
Despite ongoing uncertainty in the world economy, global aerospace markets are
trending favorably with commercial airline traffic, pricing, and capacity utilization
increasing, and major airframe manufacturers expecting record delivery levels in
2012. Although we expect commercial construction in Europe to be flat in 2012
as compared with 2011, we are beginning to see a slight recovery in North
America. Globally, construction markets remain generally weak, with the
exception of some emerging markets. The European economy remains an
uncertainty as we enter 2012, with continued volatility in the Euro. Although we
do not have any significant direct exposure to European sovereign debt, we do
generate approximately 26% of our net sales, including U.S. exports, from
Europe. Therefore, continued economic decline in Europe could have a
significant adverse impact on our financial results especially if coupled with
further declines in the Euro or other foreign




MANAGEMENT'S DISCUSSION AND ANALYSIS

currencies. As noted above, we generated approximately 61% of our sales from
outside the U.S., including U.S. export sales, in 2011. Exchange rates therefore
could have a significant impact on sales and operating profits as foreign currency
results are translated into U.S. Dollars for financial reporting.

In line with the slowing world economy in 2011, our short cycle shipments and
order rates were mixed across our businesses. In 2011, as compared with 2010,
commercial aerospace spares orders at Pratt & Whitney increased 8% while
Hamilton Sundstrand’s commercial aerospace orders grew 22%. Conversely,
Carrier's North American residential HVAC orders declined approximately 3% in
2011, yet within our longer cycle business, Otis’ new equipment orders grew 15%
in 2011 as compared with 2010, despite declines in North America and slower
growth in China late in 2011. Although economies in China, India and Brazil have
recently shown signs of slowing, growth rates in these and other emerging
markets generally remain well above those of developed economies.

Led by strength in Carrier’s transportation refrigeration business and improved
aftermarket volume in the aerospace businesses, our sales grew 6% organically
in 2011. We expect organic sales growth in 2012 to be 2% to 4% reflecting a
strong opening backlog and continued strength in the aerospace businesses,
tempered by generally lower order growth rates in our commercial businesses.

Although we expect an increase in organic growth, which, if realized, would
contribute to operating profit growth, we also continue to invest in new platforms
and new markets to position us for additional growth, while remaining focused on
structural cost reduction, operational improvements and disciplined cash
redeployment. These actions contributed to our earnings growth and operating
profit margin expansion during 2011 and positioned us for future earnings growth
as the global economy recovers. We undertook a significant restructuring
initiative in early 2009 to reduce structural and overhead costs across all of our
businesses in order to help mitigate the adverse volume impact that resulted from
the global economic crisis. Restructuring costs totaled $336 million, $443 million
and $830 million in 2011, 2010 and 2009, respectively. As a result of these
restructuring actions, continued focus on cost reductions and increasing sales
volumes, segment operating margin increased 80 basis points from 14.6% in
2010 to 15.4% in 2011. This year-over-year increase includes a 30 basis point
net benefit from lower restructuring charges and non-recurring items. While we
expect to benefit in 2012 from cost reductions realized on the restructuring
actions undertaken in prior years, we also expect an adverse impact on operating
profits in 2012 from net commodity cost increases of approximately $50 million
and incremental research and development investment of approximately $150
million.

As discussed below in “Results of Operations,” operating profit in each of 2011
and 2010 includes the impact from non-recurring items such as the adverse
effect of asset impairment charges, and the beneficial impact of gains from
business divestiture activities, primarily those related to

Carrier's ongoing portfolio transformation. Our earnings growth strategy
contemplates earnings from organic sales growth, including growth from new
product development and product improvements, structural cost reductions,
operational improvements, and incremental earnings from our investments in
acquisitions. We invested $372 million (including debt assumed of $15 million)
and $2.8 billion (including debt assumed of $39 million) in the acquisition of
businesses across the entire company in 2011 and 2010, respectively.
Acquisitions completed in 2011 consisted principally of a number of smaller
acquisitions in both our aerospace and commercial businesses. Our investment
in businesses in 2010 principally reflected the acquisitions of the General Electric
(GE) Security business and Clipper Windpower Plc (Clipper).

On September 21, 2011, we announced an agreement to acquire Goodrich
Corporation (Goodrich), a global supplier of systems and services to the
aerospace and defense industry with 2010 sales of $7 billion. Under the terms of
the agreement, Goodrich shareholders will receive $127.50 in cash for each
share of Goodrich common stock they own at the time of the closing of the
transaction. This equates to a total estimated enterprise value of $18.4 billion,
including $1.9 billion in net debt to be assumed. The transaction is subject to
customary closing conditions, including regulatory approvals and Goodrich
shareholder approval. We expect that this acquisition will close in mid-2012.
Goodrich products include aircraft nacelles and interior systems, actuation and
landing systems, and electronic systems. Once the acquisition is complete,
Goodrich and Hamilton Sundstrand will be combined to form a new segment
named UTC Aerospace Systems. This segment and our Pratt & Whitney
segment will be separately reportable segments although they will both be
included within the UTC Propulsion & Aerospace Systems organizational
structure. We expect the increased scale, financial strength and complementary
products of the new combined business will strengthen our position in the
aerospace and defense industry. Further, we expect that this acquisition will
enhance our ability to support our customers with more integrated systems.

In connection with the pending acquisition of Goodrich, we are evaluating a
number of financing structures that will likely include some level of short- and
long-term debt, equity issuance and cash. We intend to maintain our strong
existing credit rating and minimize future share count dilution on earnings per
share by targeting the equity component to comprise no more than 25% of the
total financing (excluding the amount of debt assumed). As part of this
assessment, we are also evaluating the potential disposition of a number of our
non-core businesses to generate cash and minimize the level of future debt or
equity issuances. While certain potential disposition candidates have been
identified, no actions have yet been committed to, and no businesses currently
meet the “held-for-sale” criteria. However, during 2012, it is possible that
management will commit to the disposition of one or more of these businesses
which may result in impairment charges or gains/losses that are realized upon
disposition. Any such gains or losses could be significant to UTC'’s results of
operations during the period incurred.
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On October 12, 2011, Pratt & Whitney and Rolls-Royce plc (Rolls-Royce), a
participant in the IAE International Aero Engines AG (IAE) collaboration,
announced an agreement to restructure their interests in IAE. Under the terms of
the agreement, Rolls-Royce will sell its interests in IAE and license its V2500
intellectual property in IAE to Pratt & Whitney for $1.5 billion plus an agreed
payment contingent on each hour flown by V2500-powered aircraft in service at
the closing date during the fifteen year period following closing of the transaction.
Consummation of this restructuring is subject to regulatory approvals and other
closing conditions. The acquisition of the additional interests in IAE will give
Pratt & Whitney a controlling interest with approximately 66% ownership. Upon
closing, we anticipate Pratt & Whitney will begin consolidating IAE. The
acquisition of the additional interests in IAE and the intellectual property licenses
will be reflected as intangible assets and amortized in relation to the economic
benefits received over the projected remaining life of the V2500 program.

Also, on October 12, 2011, Pratt & Whitney and Rolls-Royce announced an
agreement to form a new joint venture, in which each will hold an equal share, to
develop new engines to power the next generation of 120 to 230 passenger mid-
size aircraft that will replace the existing fleet of mid-size aircraft currently in
service or in development. With this new joint venture, Pratt & Whitney and Rolls-
Royce will focus on high-bypass ratio geared turbofan technology as well as
collaborate on future studies of next generation propulsion systems. Pursuant to
the agreement, the formation of this new venture is subject to regulatory
approvals and other closing conditions, including completion of the restructuring
of the parties’ interests in IAE. We expect the restructuring of the parties’
interests in IAE to be completed in mid-2012. The closing of the new joint venture
may take a substantially longer period of time to complete.

Both acquisition and restructuring costs associated with a business combination
are expensed as incurred. Depending on the nature and level of acquisition
activity, earnings could be adversely impacted due to acquisition and
restructuring actions initiated in connection with the integration of the
acquisitions.

In addition to the foregoing, the combination of Carrier and UTC Fire & Security
into a new segment to be called UTC Climate, Controls & Security, and the
realignment of reporting units required by this combination, along with the
potential disposition of certain businesses in connection with this combination,
will necessitate a re-evaluation of goodwill allocations. Depending upon the
resulting cash flows, including those generated from the disposition of any
businesses, goodwill impairment charges could be incurred and could be
significant to UTC's results of operations during the period incurred.

For additional discussion of acquisitions and restructuring, see “Liquidity and
Financial Condition,” “Restructuring Costs” and Notes 2 and 12 to the
Consolidated Financial Statements.

RESULTS OF OPERATIONS

Net Sales

(Dollars in millions) 2011 2010 2009
Net sales $58,190 $54,326 $ 52,425
Percentage change year-over-year 7.1% 3.6% (11.3)%

The 7% increase in consolidated net sales in 2011, as compared with 2010,
reflects organic sales growth (6%), the beneficial impact of foreign currency
translation (2%) and the adverse impact of net divestitures (1%) resulting from
the portfolio transformation efforts undertaken at Carrier. As discussed above in
the “Business Overview,” all segments experienced organic sales growth during
2011, led by Sikorsky (10%), Hamilton Sundstrand (9%), and Carrier (9%). The
organic sales growth at Sikorsky was primarily attributable to higher military OEM
and aftermarket sales, while the organic sales growth at Hamilton Sundstrand
was a result of higher volumes in both the aerospace and industrial businesses.
Carrier’'s organic sales growth was driven primarily by the recovery in the
transport refrigeration market. The organic sales growth in the remaining
businesses reflected higher commercial sales and aftermarket volume at Pratt &
Whitney, higher new equipment volumes in emerging markets for Otis, and
strength within the products business at UTC Fire & Security.

The 4% increase in consolidated net sales in 2010, as compared with 2009,
reflects organic sales growth (2%), the beneficial impact of foreign currency
translation (1%) and the impact of net acquisitions (1%). The impact of net
acquisitions primarily reflects the acquisition of the GE Security business at UTC
Fire & Security, net of the impact of dispositions from the portfolio transformation
efforts undertaken at Carrier. The organic sales increase was largely led by
Carrier and Sikorsky. These organic increases were partially offset by organic
sales contraction at both Otis and UTC Fire & Security. The organic sales growth
at Carrier was driven by continuing strength in the transport refrigeration
business, while Sikorsky’s growth was primarily attributable to higher military
sales. The organic contraction at Otis was due to a decline in new equipment
sales as a result of continued commercial and residential market weakness. In
addition, the decline at UTC Fire & Security reflected contraction in the service
and install business as a result of weak economic conditions in principal markets.

Cost of Products and Services Sold

(Dollars in millions) 2011 2010 2009
Cost of products sold $31,026 $28,956 $ 28,905
Percentage of product sales 75.1% 74.9% 77.4%
Cost of services sold $11,127 $10,458 $ 9,956
Percentage of service sales 65.8% 66.7% 66.0%
Total cost of products and services

sold $42,153 $39,414 $ 38,861
Percentage change year-over-year 6.9% 1.4% (10.9)%
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The factors contributing to the total percentage change year-over-year in total
cost of products and services sold are as follows:

2011 2010
Organic volume 6 % 1%
Foreign currency translation 2% 1%
Acquisitions and divestitures, net 1)% —
Restructuring — (L)%
Total % Change 7% 1%

Total cost of products and services sold increased organically (6%) at a rate
consistent with organic sales growth (6%). The beneficial impact of cost
reductions and productivity gains were partially offset by higher commodity,
pension, and warranty costs in 2011.

Both total cost of products and services sold and overall sales volumes increased
in 2010, as compared with 2009, as a result of higher year-over-year sales
volumes. Total cost of products and services sold increased organically (1%) at a
rate lower than organic sales growth of 2% reflecting the beneficial impact from
operational improvements, cost savings and restructuring actions taken.

Gross Margin

(Dollars in millions) 2011 2010 2009
Gross margin $16,037 $14,912 $13,564
Percentage of net sales 27.6% 27.4% 25.9%

Gross margin as a percentage of sales increased 20 basis points, in 2011 as
compared with 2010, driven primarily by increased volumes and lower cost of
sales resulting from continued focus on cost reductions, savings from previously
initiated restructuring actions and net operational efficiencies. The beneficial
impacts of the absence of asset impairment charges (10 basis points) recorded at
Carrier and Hamilton Sundstrand in 2010 and lower year-over-year restructuring
charges (20 basis points) were partially offset by higher warranty costs at
Hamilton Sundstrand in 2011.

Gross margin as a percentage of sales increased 150 basis points in 2010
relative to 2009. The increase was driven primarily by higher volumes and lower
cost of sales resulting from continued focus on cost reductions, savings from
previously initiated restructuring actions and net operational efficiencies. Gross
margin as a percentage of sales in 2010 also reflects the benefits of the shift in
mix from new equipment sales to higher margin service sales at Otis, the
increase in higher margin aerospace aftermarket sales at the aerospace
businesses, and the beneficial impact from net acquisition/disposition activity.
The beneficial impact of lower year-over-year restructuring charges (20 basis
points) was offset by the adverse impact of asset impairment charges (20 basis
points) recorded in 2010, related to disposition activity at Carrier and Hamilton
Sundstrand.

Research and Development

(Dollars in millions) 2011 2010 2009
Company-funded $2,058 $1,746 $1,558
Percentage of net sales 3.5% 3.2% 3.0%
Customer-funded $1,768 $1,890 $2,095
Percentage of net sales 3.0% 3.5% 4.0%

Research and development spending is subject to the variable nature of program
development schedules and, therefore, year-over-year variations in spending
levels are expected. The majority of the company-funded spending is incurred by
the aerospace businesses and relates largely to the next generation product
family at Pratt & Whitney, the Boeing 787 program at Hamilton Sundstrand, and
various programs at Sikorsky. The year-over-year increase in company-funded
research and development in 2011, compared with 2010, primarily reflects
increases at Pratt & Whitney associated with the next generation product family.
The increase in company-funded research and development in 2010, compared
with 2009, principally reflects increases at Pratt & Whitney associated with the
next generation product family, increases at both Hamilton Sundstrand and
Sikorsky as they continue to ramp up new product development programs, and
an increase at UTC Fire & Security related to the acquisition in 2010 of the GE
Security business.

Company-funded research and development spending for 2012 is expected to
increase by approximately $150 million from 2011 levels as a result of our
continued focus on developing new technologies, led by Pratt & Whitney.

The decrease in customer-funded research and development in both 2011 and
2010, as compared with prior years, was primarily driven by a decrease at Pratt &
Whitney related to a reduction in development spending on the Joint Strike
Fighter program.

Selling, General and Administrative

(Dollars in millions) 2011 2010 2009
Selling, general and administrative $ 6,464 $ 6,024 $ 6,036
Percentage of net sales 11.1% 11.1% 11.5%

The increase in selling, general and administrative expenses in 2011, as
compared with 2010, is due primarily to the impact of acquisitions completed over
the year, including the acquisition of the GE Security business in March 2010 and
the acquisition of Clipper in December 2010, adverse foreign exchange
translation, and higher pension related costs.

The decrease in selling, general and administrative expenses in 2010, as
compared with 2009, is due primarily to a continued focus on cost reduction and
the impact from restructuring and cost saving initiatives undertaken in 2009 in
anticipation of adverse economic conditions. These improvements were partially
offset by the impact of recent acquisitions. As a percentage of sales, the 40 basis
point year-over-year decrease primarily reflects the impact of lower restructuring
costs.




MANAGEMENT'S DISCUSSION AND ANALYSIS

Other Income, Net

(Dollars in millions) 2011 2010 2009

Other income, net $ 584 $ 44 $ 407

Other income, net includes the operational impact of equity earnings in
unconsolidated entities, royalty income, foreign exchange gains and losses as
well as other ongoing and non-recurring items. The year-over-year change in
other income, net in 2011, as compared with 2010, largely reflects an
approximately $55 million net year-over-year increased gain resulting from
Carrier’s ongoing portfolio transformation, $41 million gain from the sale of an
equity investment at Pratt & Whitney, a $73 million gain on the contribution of a
Sikorsky business into a new venture in the United Arab Emirates, a $123 million
increase in income from joint ventures, $79 million in other, net gains from
divestitures, as well as the absence of the $159 million other-than-temporary
impairment charge of our equity investment in Clipper, all of which was partially
offset by $66 million other-than-temporary impairment charge on an equity
investment at UTC Fire & Security, and $45 million of reserves established for
legal matters.

The year-over-year change in other income, net in 2010, as compared with 2009
largely reflects a $159 million other-than-temporary impairment charge recorded
in 2010 on our then equity investment in Clipper in order to bring the investment
to market value, the absence of an approximately $60 million gain recognized in
2009 from the contribution of the majority of Carrier’s U.S. Residential Sales and
Distribution business into a new venture, the absence of a $52 million gain
recognized in 2009 at Otis on the re-measurement to fair value of an interest in a
joint venture as well as the absence of gains from 2009 related to business
divestiture activity across the company. The decline in other income, net year-
over-year also reflects the adverse impact from an approximately $30 million
valuation allowance charge recorded in 2010 related to an unconsolidated foreign
venture at Carrier, equity losses associated with our recently acquired Clipper
business, and costs associated with the early extinguishment of debt in 2010.
These adverse impacts were patrtially offset by a $21 million non-taxable gain
recognized in the fourth quarter of 2010 on the re-measurement to fair value of
our previously held equity interest in Clipper resulting from the purchase of a
controlling interest.

Interest Expense, Net

(Dollars in millions) 2011 2010 2009
Interest expense $ 673 $ 750 $ 705
Interest income (179) (102) (88)
Interest expense, net $ 494 $ 648 $ 617
Average interest expense rate during the
year on:
Short-term borrowings 2.0% 1.8% 3.1%
Total debt 5.6% 5.6% 5.8%

Interest expense decreased in 2011, as compared with 2010, primarily as a result
of the full year absence of interest associated with the repayment and early
redemptions of long-term debt in 2010 and the absence of interest expense on
long-term debt that was redeemed early in 2011, partially offset by the full year
interest incurred on long-term debt issued in 2010. Interest expense on our long-
term debt decreased as a result of the repayment at maturity in May 2010 of our
$600 million of 4.375% notes due 2010, the early redemption in June 2010 of the
entire $500 million outstanding principal amount of our 7.125% notes that would
have otherwise been due November 2010, and the early redemption in
September 2010 of the entire $500 million outstanding principal amount of our
6.350% notes that would have otherwise been due March 2011, and as a result
of the early redemption in December 2011 of the entire $500 million outstanding
principal amount of our 6.100% notes that would otherwise have been due

May 15, 2012. This impact was partially offset by the full year impact from the
issuance of two series of fixed rate long-term notes totaling $2.25 billion in
February 2010. Lower interest charges related to our deferred compensation plan
and lower interest accrued on unrecognized tax benefits also contributed to the
overall interest expense decline. Interest income increased in 2011, as compared
with 2010, as a result of favorable pre-tax interest adjustments of approximately
$89 million related to the settlement of U.S. federal income tax refund claims for
years prior to 2004, partially offset by the absence of a favorable pre-tax interest
adjustment of approximately $24 million associated with the resolution of an
uncertain temporary tax item in the second quarter of 2010.

The increase in interest expense in 2010, as compared with 2009, largely reflects
the impact of long-term debt issuances during the course of the year, partially
offset by the absence of interest associated with the early redemption and
repayment of long-term debt in 2010. Interest expense on our long-term debt
increased as a result of the issuance of two series of fixed rate long-term notes
totaling $2.25 billion in February 2010 (see further discussion in the “Liquidity and
Financial Condition” section). This impact was partially offset by the absence of
interest associated with the repayment at maturity in May 2010 of our $600
million of 4.375% notes due 2010, the early redemption in June 2010 of the entire
$500 million outstanding principal amount of our 7.125% notes that would have
otherwise been due November 2010, and the early redemption in September
2010 of the entire $500 million outstanding principal amount of our 6.350% notes
that would have otherwise been due March 2011. Aside from the impact of debt
repayments and redemptions noted above, the additional interest associated with
the issuance of the long-term debt in February 2010 was also patrtially offset by
the absence of interest related to the repayment in June 2009 of our $400 million
6.500% notes due 2009. Interest expense also reflects the lower cost associated
with our commercial paper borrowings. Interest income in 2010 includes a
favorable pre-tax interest adjustment of approximately $24 million associated with
the resolution of an uncertain temporary tax item in the second quarter.
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The weighted-average interest rate applicable to debt outstanding at

December 31, 2011 was 1.5% for short-term borrowings and 5.6% for total debt
as compared to 6.3% and 5.9%, respectively, at December 31, 2010. The decline
in the weighted-average interest rates for short-term borrowings was due to the
$455 million of commercial paper borrowings outstanding at December 31, 2011,
which carries favorable interest rates. There were no commercial paper
borrowings outstanding at December 31, 2010. The three month LIBOR rate as
of December 31, 2011 was 0.6% and 0.3% as of both December 31, 2010 and
2009.

Income Taxes

2011 2010 2009

Effective income tax rate 29.3% 27.9% 27.4%

The effective income tax rates for 2011, 2010 and 2009 reflect tax benefits
associated with lower tax rates on international earnings, which we intend to
permanently reinvest outside the United States. The 2011 effective income tax
rate increased as compared to 2010, due to the absence of the repatriation of
highly taxed dividends which had a net favorable impact in 2010. The 2011
effective tax rate reflects approximately $63 million of favorable income tax
adjustments related to the settlement of two refund claims for years prior to 2004,
as well as a favorable tax impact of $17 million related to a U.K. tax rate
reduction enacted in 2011. These favorable tax adjustments are partially offset by
non-deductible charges accrued in 2011.

The 2010 effective income tax rate reflects a non-recurring tax expense reduction
associated with management’s decision to repatriate additional high tax dividends
from 2010 earnings to the U.S. as a result of U.S. tax legislation enacted in 2010.
This was partially offset by the non-deductibility of impairment charges, the
adverse impact from the health care legislation related to the Medicare Part D
program and other increases to UTC's effective income tax rate.

The 2009 effective income tax rate reflects approximately $38 million of tax
expense reductions relating to re-evaluation of our liabilities and contingencies
based on global examination activity during the year including the Internal
Revenue Service’s (IRS) completion of 2004 and 2005 examination fieldwork and
our related protest filing. As a result of the global examination activity, we
recognized approximately $18 million of associated pre-tax interest income
adjustments during 2009.

We estimate our full year annual effective income tax rate in 2012, excluding the
impact of the acquisition of Goodrich, to be approximately 29.5%, absent one-
time adjustments and contingent upon the release of valuation allowances
resulting from potential internal reorganizations. These internal reorganizations
are separate from the creation of the UTC Climate, Controls & Security and the
UTC Propulsion & Aerospace Systems organizations as described above and are
a component of our ongoing efforts to improve business efficiency. We anticipate
variability in the tax rate quarter to

guarter with lower rates likely to occur in the second half of 2012, primarily due to
the realization of tax benefits associated with these potential internal
reorganizations, which, if completed, would be recognized in the second half of
2012.

For additional discussion of income taxes, see “Critical Accounting Estimates—
Income Taxes” and Note 10 to the Consolidated Financial Statements.

Net Income and Earnings Per Share

(Dollars in millions, except per share
amounts) 2011 2010 2009
Net income $5,374 $4,711 $4,179
Less: Noncontrolling interest in

subsidiaries’ earnings 395 338 350
Net income attributable to common

shareowners $4,979 $4,373 $3,829
Diluted earnings per share $ 5.49 $ 4.74 $ 4.12

Foreign currency translation, inclusive of the net hedging impact at Pratt &
Whitney Canada (P&WC) generated a net positive impact of $.11 per diluted
share on our operational performance in 2011. At P&WC, the weakness of the
U.S. Dollar against the Canadian Dollar during 2011 generated an adverse
foreign currency translation impact as the majority of P&RWC's sales are
denominated in U.S. Dollars, while a significant portion of its costs are incurred in
local currencies. To help mitigate the volatility of foreign currency exchange rates
on our operating results, we maintain foreign currency hedging programs, the
majority of which are entered into by P&WC. As a result of hedging programs
currently in place, P&WC'’s 2012 full year operating results are expected to
include a net adverse impact of foreign currency translation and hedging of
approximately $50 million. In 2010, foreign currency generated a net positive
impact on our operational results of $.12 per diluted share while in 2009, foreign
currency had an adverse impact of $.22 per diluted share. For additional
discussion of foreign currency exposure, see “Market Risk and Risk
Management—Foreign Currency Exposures.”

Diluted earnings per share for 2011 include a net charge of $.04 per share from
net restructuring and non-recurring items. Besides the restructuring charges of
$336 million, non-recurring items included approximately $152 million of
favorable pre-tax interest and income tax adjustments related to the settlement of
U.S. federal income tax refund claims for years prior to 2004, approximately $109
million of net gains resulting from Carrier’'s ongoing portfolio transformation,
approximately $73 million gain recognized from the contribution of a business into
a new venture in the United Arab Emirates at Sikorsky, approximately $66 million
of other-than-temporary impairment charges on an equity investment at UTC

Fire & Security, approximately $45 million of reserves established for legal
matters, a gain of approximately $41 million recognized from the sale of an equity
investment at Pratt & Whitney, and a favorable tax benefit of approximately $17
million as a result of a U.K. tax rate reduction enacted in July 2011.
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RESTRUCTURING COSTS

We recorded net pre-tax restructuring costs totaling $336 million in 2011 and
$443 million in 2010 for new and ongoing restructuring actions. We recorded
these charges in the segments as follows:

(Dollars in millions) 2011 2010
Otis $ 73 $ 83
Carrier 46 75
UTC Fire & Security 80 78
Pratt & Whitney 67 138
Hamilton Sundstrand 16 37
Sikorsky 53 14
Eliminations and other 1 18
Total $336 $443

The 2011 charges consist of $180 million in cost of sales, $154 million in selling,
general and administrative expenses and $2 million in other income, net, and, as
described below, primarily relate to actions initiated during 2011 and 2010. The
2010 charges consist of $283 million in cost of sales, $159 million in selling,
general and administrative expenses and $1 million in other income, net. The
2010 restructuring costs reflected in Eliminations and other largely reflect
curtailment charges required under our domestic pension plans due to the
significant headcount reductions associated with the various restructuring
actions. The 2010 charges relate principally to actions initiated during 2010 and
2009.

Restructuring actions are an essential component of our operating margin
improvement efforts and relate to both existing operations and those recently
acquired. We expect to incur additional restructuring costs in 2012 of at least
$150 million to $200 million, including trailing costs related to prior actions,
associated with our continuing cost reduction efforts and to the integration of
acquisitions. The expected adverse impact on earnings in 2012 from anticipated
additional restructuring costs is expected to be offset by the beneficial impact
from non-recurring items. Although no specific plans for significant actions have
been finalized at this time, we continue to closely monitor the economic
environment and may undertake further restructuring actions to keep our cost
structure aligned with the demands of the prevailing market conditions.

2011 Actions. During 2011, we initiated restructuring actions relating to ongoing
cost reduction efforts, including workforce reductions and consolidation of field
operations. We recorded net pre-tax restructuring charges totaling $286 million
as follows: Otis $76 million, Carrier $31 million, UTC Fire & Security $62 million,
Pratt & Whitney $52 million, Hamilton Sundstrand $13 million, Sikorsky $51
million and Eliminations and other $1 million. The charges consist of $136 million
in cost of sales, $147 million in selling, general and administrative expenses and
$3 million in other income, net. Those costs consist of $259 million for severance
and related employee termination costs, $4 million for asset write-downs and $23
million for facility exit, lease termination and other related costs.

We expect the actions initiated in 2011, once fully complete, to result in net
workforce reductions of approximately 5,000 hourly and salaried employees, the
exiting of approximately 2 million net square feet of facilities and the disposal of
assets associated with the exited facilities. As of December 31, 2011, we have
completed, with respect to the actions initiated in 2011, net workforce reductions
of approximately 2,200 employees, and 50,000 net square feet of facilities have
been exited. We are targeting to complete in 2012 the majority of the remaining
workforce and facility related cost reduction actions initiated in 2011.
Approximately 85% of the total pre-tax charge will require cash payments, which
we have and expect to continue to fund with cash generated from operations.
During 2011, we had cash outflows of approximately $102 million related to the
2011 actions. We expect to incur additional restructuring and other charges of
$82 million to complete these actions. We expect recurring pre-tax savings to
increase over the two-year period subsequent to initiating the actions to
approximately $300 million annually, of which approximately $59 million was
realized in 2011.

2010 Actions. During 2011, we recorded net pre-tax restructuring charges of $55
million for actions initiated in 2010. The 2010 actions relate to ongoing cost
reduction efforts, including workforce reductions and the consolidation of field
operations. We recorded the charges in 2011 as follows: Carrier $19 million, UTC
Fire & Security $23 million, Pratt & Whitney $8 million, Hamilton Sundstrand $3
million, and Sikorsky $2 million. The charges consist of $36 million in cost of
sales and $19 million in selling, general and administrative expenses. Those
costs consisted of $9 million for severance and related employee termination
costs, $11 million for asset write-downs and $35 million for facility exit, lease
termination and other related costs.

We expect the actions initiated in 2010, once fully completed, to result in net
workforce reductions of approximately 5,000 hourly and salaried employees, the
exiting of approximately 3.9 million net square feet of facilities and the disposal of
assets associated with the exited facilities. As of December 31, 2011, we have
completed, with respect to the actions initiated in 2010, net workforce reductions
of approximately 4,000 employees and exited 2.5 million net square feet of
facilities. We are targeting to complete in 2012 the majority of the remaining
workforce and all facility related cost reduction actions initiated in 2010.
Approximately 80% of the total pre-tax charge will require cash payments, which
we have and expect to continue to fund with cash generated from operations.
During 2011, we had cash outflows of approximately $194 million related to the
2010 actions. We expect to incur additional restructuring charges of $21 million to
complete these actions. We expect recurring pre-tax savings to increase over the
two-year period subsequent to initiating the actions to approximately $350 million
annually.

For additional discussion of restructuring, see Note 12 to the Consolidated
Financial Statements.
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SEGMENT REVIEW

NET SALES OPERATING PROFITS OPERATING PROFIT MARGIN

(Dollars in millions) 2011 2010 2009 2011 2010 2009 2011 2010 2009
Otis $12,437 $11,579 $11,723 $2,815 $2,575 $2,447 22.6% 22.2% 20.9%
Carrier 11,969 11,386 11,335 1,520 1,062 740 12.7% 9.3% 6.5%
UTC Fire & Security 6,895 6,490 5,503 692 714 493 10.0% 11.0% 9.0%
Pratt & Whitney 13,430 12,935 12,392 1,999 1,987 1,835 14.9% 15.4% 14.8%
Hamilton Sundstrand 6,150 5,608 5,560 1,082 918 857 17.6% 16.4% 15.4%
Sikorsky 7,355 6,684 6,287 840 716 608 11.4% 10.7% 9.7%
Total segment 58,236 54,682 52,800 8,948 7,972 6,980 15.4% 14.6% 13.2%
Eliminations and other (46) (356) (375) (430) (409) (255)

General corporate expenses — — — (419) (377) (348)

Consolidated $58,190 $54,326 $52,425 $8,099 $7,186 $6,377 13.9% 13.2% 12.2%

Commercial Businesses

The financial performance of our commercial businesses can be influenced by a
number of external factors including fluctuations in residential and commercial
construction activity, regulatory changes, interest rates, labor costs, foreign
currency exchange rates, customer attrition, raw material and energy costs, credit
markets and other global and political factors. Carrier’s financial performance can
also be influenced by production and utilization of transport equipment, and for its
residential business, weather conditions. Geographic and industry diversity
across the commercial businesses help to balance the impact of such factors on
our consolidated operating results, particularly in the face of uneven economic
growth. During 2011, we saw strong but moderating growth in the emerging
markets, with combined orders in Brazil, Russia, India and China increasing 19%
in 2011 as compared with 2010, and tapering to 8% in the fourth quarter of 2011,
as compared to the same period in

2010. Otis’ new equipment orders in China were strong for the year (28%), but
slowed during the fourth quarter to 13%. Organic sales growth within our
commercial businesses was led by Carrier (9%) in 2011, principally on strength in
the transport refrigeration markets.

In 2011, 72% of total commercial business sales were generated outside the
United States, including U.S. export sales, as compared to 71% in 2010. The
following table shows sales generated outside the U.S., including U.S. export
sales, for each of the commercial business segments:

2011 2010
Otis 83% 82%
Carrier 58% 56%
UTC Fire & Security 7% 78%

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

TOTAL CHANGE YEAR-OVER-YEAR FOR:

2011 Compared with 2010 2010 Compared with 2009
(Dollars in millions) 2011 2010 2009 $ % $ %
Net Sales $12,437 $11,579 $11,723 $ 858 7% $ (144) 1)%
Cost of Sales 8,090 7,540 7,830 550 7% (290) (4)%
4,347 4,039 3,893
Operating Expenses and Other 1,532 1,464 1,446
Operating Profits $ 2,815 $ 2,575 $ 2,447 $ 240 9% $ 128 5%
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FACTORS CONTRIBUTING TO TOTAL % CHANGE YEAR-OVER-YEAR IN:

2011 2010
Operating Operating

Net Sales Cost of Sales Profits Net Sales Cost of Sales Profits
Organic / Operational 2% 2% 2% 3)% 5)% 6 %
Foreign currency translation 4% 4% 5% 1% 1% (1)%
Acquisitions and divestitures, net 1% 1% — 1% 1% —
Restructuring costs — — — — (L)% 3%
Other — — 2% — — (3)%
Total % change 7% 7% 9% (L)% (4)% 5%
2011 Compared with 2010 2010 Compared with 2009
The organic sales increase (2%) in the year was due to higher new equipment The organic sales decline (3%) was due to a decrease in new equipment sales
sales volume in China, Russia and Brazil (combined 3%), partially offset by volume as a result of lower opening backlog entering the year, partially offset by
declines in North America (1%). Increased contractual maintenance and repair a strong volume rebound in China. The decrease in new equipment sales was
volume across all regions was offset by a decline in modernization volume in partially offset by continued growth in the contractual maintenance business. New
Europe. New equipment orders improved 15% versus the prior year, led by equipment orders improved 7% versus the prior year, led by strong order growth
strong order growth in China. Selling prices remained under pressure. in China. Selling prices remained under pressure in most markets.
The operational profit improvement (2%) in the period was due to higher new Operational profit improvement (6%) resulted from higher maintenance volume
equipment volume, increases in contractual maintenance and repair services, and ongoing cost reduction activities, which more than offset the impact of lower
and the benefits of ongoing cost reduction initiatives, partially offset by lower new equipment volume and pricing. Ongoing cost reduction activities also
pricing, the impact of higher commodity costs, and lower modernization volume in contributed to the 5% reduction in cost of sales. The decrease contributed by
Europe. “Other” primarily reflects the absence of a $52 million gain recognized in 2009 on

the re-measurement to fair value of a previously held equity interest in a joint
venture resulting from the purchase of a controlling interest.

Carrier is the leading provider of HVAC and refrigeration solutions, including controls for residential, commercial, industrial and transportation applications. In 2011, Carrier
continued to execute the business transformation strategy it began in 2008 by completing divestitures of several non-core businesses and taking noncontrolling equity
interests in various ventures. This included taking a noncontrolling equity interest in a new South American venture in exchange for the contribution of Carrier’s existing HVAC
operations in Brazil, Argentina and Chile to the new venture, which manufactures and distributes HVAC products in those countries. Carrier’s products and services are sold
under Carrier and other brand names to building contractors and owners, homeowners, transportation companies, retail stores and food service companies. Carrier sells
directly to the end customer and through manufacturers’ representatives, distributors, wholesalers, dealers and retail outlets. Certain of Carrier's HVAC businesses are
seasonal and can be impacted by weather. Carrier customarily offers its customers incentives to purchase products to ensure an adequate supply of its products in the
distribution channels. The principal incentive program provides reimbursements to distributors for offering promotional pricing on Carrier products. We account for incentive
payments made as a reduction to sales.

In September 2011, to better serve customers and to drive growth and achieve efficiencies through greater integration across certain product lines, we announced a new

organizational structure which combines Carrier with UTC Fire & Security into a new segment called UTC Climate, Controls & Security. This new segment will report
combined financial and operational results beginning with the first quarter of 2012.

TOTAL CHANGE YEAR-OVER-YEAR FOR:

2011 Compared with 2010 2010 Compared with 2009
(Dollars in millions) 2011 2010 2009 $ % $ %
Net Sales $11,969 $11,386 $11,335 $ 583 5% $ 51 — %
Cost of Sales 9,246 8,850 8,923 396 4% (73) (1)%
2,723 2,536 2,412
Operating Expenses and Other 1,203 1,474 1,672
Operating Profits $ 1,520 $ 1,062 $ 740 $ 458 43% $ 322 44 %
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FACTORS CONTRIBUTING TO TOTAL % CHANGE YEAR-OVER-YEAR IN:

2011 2010

Operating Operating
Net Sales Cost of Sales Profits Net Sales Cost of Sales Profits
Organic / Operational 9% 9% 27 % 6 % 6 % 39 %

Foreign currency translation 2% 3% 3% 1% 1% —
Acquisitions and divestitures, net (6)% 7)% 4)% 7% (8)% 3%
Restructuring costs — — 3% — — 18 %
Other — (1)% 14 % — — (16)%
Total % change 5% 4 % 43 % — (L)% 44 %

2011 Compared with 2010

Organic sales growth was 9%, with the recovery in the transport refrigeration
market providing the most significant contribution. The 6% decrease in
“Acquisitions and divestitures, net” reflects the net impact from acquisitions and
the business transformation actions completed in the preceding twelve months as
part of Carrier’s ongoing portfolio transformation initiative.

The operational profit improvement of 27% was driven by strong conversion on
organic sales growth, particularly in the higher margin transport refrigeration
business, lower bad debt expense, and earnings improvement in Carrier’s joint
venture in Japan (4%). This was partially offset by higher net commaodity costs
(9%). The 14% increase in “Other” primarily reflects the year-over-year impact of
net gains associated with Carrier’'s ongoing portfolio transformation. This includes
an approximately $80 million gain recorded in 2011 as a result of the contribution
of Carrier’s heating, ventilating, and air-conditioning operations in Brazil,
Argentina, and Chile into a new venture controlled by Midea Group of China. Also
included in “Other” is the absence of an asset impairment charge in 2010 of
approximately $58 million, reflected in cost of sales, associated with the
disposition of a business.

2010 Compared with 2009

Organic sales growth of 6% was driven primarily by improvement in the transport
refrigeration and Asian and Latin America HVAC markets, partially offset by a
decline in the European commercial HVAC equipment markets. The 7%
decrease contributed by “Acquisitions and divestitures, net” in 2010 primarily
reflects the net year-over-year impact from the disposition of businesses and the
global formation of non-controlling ventures as part of Carrier’s ongoing portfolio
transformation initiative.

Incremental profits resulting from sales of higher margin products, particularly in
the transport refrigeration business, combined with the carry-over benefits of
operating cost reduction and restructuring (combined 54%), were partially offset
by increased commodity costs and adverse pricing (17%) to contribute to the high
operational profit improvement of 39%. The decrease contributed by “Other”
primarily reflects the year-over-year net impact of gains and losses resulting from
dispositions associated with Carrier's ongoing portfolio transformation. This
includes an approximately $58 million asset impairment charge in 2010
associated with disposition activity as well as the absence of an approximately
$60 million gain recognized in 2009 from the contribution of the majority of
Carrier's U.S. Residential Sales and Distribution business into a new venture
formed with Watsco, Inc.

UTC Fire & Security is a global provider of security and fire safety products and services. UTC Fire & Security provides electronic security products such as intruder alarms,
access control systems, and video surveillance systems and designs and manufactures a wide range of fire safety products including specialty hazard detection and fixed
suppression products, portable fire extinguishers, fire detection and life safety systems, and other firefighting equipment. Services provided to the electronic security and fire
safety industries include systems integration, video surveillance, installation, maintenance and inspection services. UTC Fire & Security also provides monitoring, response
and security personnel services, including cash-in-transit security, to complement its electronic security and fire safety businesses. UTC Fire & Security products and services
are used by governments, financial institutions, architects, building owners and developers, security and fire consultants, homeowners and other end-users requiring a high
level of security and fire protection for their businesses and residences. UTC Fire & Security provides its products and services under Chubb, Kidde and other brand names
and sells directly to the customer as well as through manufacturer representatives, distributors, dealers and U.S. retail distribution.

In 2010, we completed the acquisition of the GE Security business from GE. With the acquisition of GE Security, UTC strengthened its portfolio of security and fire safety
technologies for commercial and residential applications, including fire detection and life safety systems, intrusion alarms, video surveillance and access control systems,
while also significantly enhancing UTC Fire & Security’'s North American presence. In 2011, we continued to exit non-core businesses including the divestiture of our U.K. and

Singapore guarding businesses.
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In September 2011, to better serve customers and to drive growth and achieve efficiencies through greater integration across certain product lines, we announced a new
organizational structure which combines UTC Fire & Security with Carrier into a new segment called UTC Climate, Controls & Security. This new segment will report
combined financial and operational results beginning with the first quarter of 2012.

TOTAL CHANGE YEAR-OVER-YEAR FOR:

2011 Compared with 2010 Compared
2010 with 2009
(Dollars in millions) 2011 2010 2009 $ % $ %
Net Sales $6,895 $6,490 $5,503 $405 6 % $987 18%
Cost of Sales 4,603 4,308 3,831 295 7% 477 12%
2,292 2,182 1,672
Operating Expenses and Other 1,600 1,468 1,179
Operating Profits $ 692 $ 714 $ 493 $(22) (3)% $221 45%
FACTORS CONTRIBUTING TO TOTAL % CHANGE YEAR-OVER-YEAR IN:
2011 2010
Operating Operating
Net Sales Cost of Sales Profits Net Sales Cost of Sales Profits
Organic / Operational 2% 4% (8)% 3)% %)% 2%
Foreign currency translation 4% 4% 4% 2% 1% 2%
Acquisitions and divestitures, net 1% — — 19 % 15 % 34%
Restructuring costs — — — — — 7%
Other 1)% 1)% 1% — — —
Total % change 6 % 7% (3)% 18 % 12 % 45%

2011 Compared with 2010

Organically, the 2% growth in sales was driven by increased volumes in the
products businesses, while the service and install businesses remained flat.
Geographically, the organic growth was driven by stronger volume in the product
businesses, partially offset by declines in the U.K. and U.S. service businesses.

The operational profit decline (8%) reflects lower margins on projects and
unfavorable sales mix, led by the U.K. on lower sales and productivity, with a
partial offset from the benefits from higher sales volume and cost reductions. The
increase contributed by “Other” was primarily related to the favorable resolution
of litigation and gains on the dispositions of U.K. security businesses, which were
largely offset by a $66 million other-than-temporary impairment charge recorded
on an equity investment in Asia in 2011.

2010 Compared with 2009

Organically, the 3% sales contraction was driven by declines in the service and
install businesses, while the products businesses were flat year-over-year.
Geographically, the service and install businesses experienced weakness in
Europe and the Americas in 2010 as a result of poor economic conditions,
partially offset by growth in Asia. The increase contributed by “Acquisitions and
divestitures, net” reflects the net year-over-year impact from acquisition and
divestitures completed in the preceding twelve months, led by the acquisition in
March 2010 of the GE Security business.

The organic cost of sales decline (4%) exceeded the organic sales decline (3%),
generating incremental profits from the benefits of integrating operations,
productivity initiatives, and the benefits of prior restructuring actions taken, which
were partially offset by the impact of organic volume contraction. The increase
contributed by “Acquisitions and divestitures, net” primarily reflects the acquisition
in March 2010 of the GE Security business.
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Aerospace Businesses

The financial performance of Pratt & Whitney, Hamilton Sundstrand and Sikorsky
is directly tied to the economic conditions of the commercial aerospace and
defense aerospace industries. In particular, Pratt & Whitney experiences intense
competition for new commercial airframe/engine combinations. Engine suppliers
may offer substantial discounts and other financial incentives, performance and
operating cost guarantees, participation in financing arrangements and
maintenance agreements. At times, the aerospace businesses also enter into
development programs and firm fixed-price development contracts, which may
require the company to bear cost overruns related to unforeseen technical and
design challenges that arise during the development stage of the program.
Customer selections of engines and components can also have a significant
impact on later sales of parts and service. Predicted traffic levels, load factors,
worldwide airline profits, general economic activity and global defense spending
have been reliable indicators for new aircraft and aftermarket orders within the
aerospace industry. Spare part sales and aftermarket service trends are affected
by many factors, including usage, technological improvements, pricing, regulatory
changes and the retirement of older aircraft. Performance in the general aviation
sector is closely tied to the overall health of the economy and is positively
correlated to corporate profits.

The commercial airline industry rebounded in 2010 and remained strong through
2011. Airline traffic, as measured by revenue passenger miles (RPMs), grew in
2011, as compared with 2010, and we expect RPMs will continue to grow
between 4% and 6% in 2012. Although airlines have generally returned to
profitability, high fuel prices continue to challenge the airlines to consider the
need for more fuel efficient aircraft. We incurred significant investment in
engineering and development in 2011 and expect continued significant
investment in 2012, primarily at Pratt & Whitney as we continue to develop four
separate geared turbofan platforms to meet demand for new engines which are
fuel efficient and have reduced noise levels and exhaust emissions. We also saw
a favorable trend in commercial aftermarket growth

during 2011 as airlines were adding capacity to their fleets, leading to additional
overhaul and repair maintenance requirements. Orders of short cycle commercial
aerospace spares grew year-over-year, with 8% growth in Pratt & Whitney's large
commercial spares orders and a 22% increase in Hamilton Sundstrand’s
commercial spares orders. These increases in order rates have led to a
corresponding increase in commercial aerospace aftermarket volume at both
Pratt & Whitney and Hamilton Sundstrand. Accordingly, consolidated commercial
aerospace aftermarket sales increased 13% in 2011, as compared to 2010. We
do not expect the aftermarket sales growth rates seen in 2011 to continue in
2012. The overall business jet market has begun to recover during 2011,
particularly within the long-range large business aircraft market. The small to mid-
size business jet market recovery has been slow but is expected to continue to
improve during 2012.

Sales growth at Sikorsky during 2011, compared with 2010 was driven by higher
international military aircraft shipments and aftermarket support activity. Sikorsky
continued to benefit from U.S. government spending, with approximately 85% of
Sikorsky’s 2011 helicopter deliveries based on military platforms. Commercial
helicopter aftermarket sales volumes increased 18%, which were partially offset
by lower commercial deliveries in 2011, compared with 2010. We have seen a
renewed interest in helicopter demand in support of oil operations and have taken
orders for more than 20 S-92 helicopters during the fourth quarter of 2011.

Deficit reduction measures considered by the U.S. government are expected to
pressure the U.S. Department of Defense budget in the coming years, resulting in
a decline in U.S. Department of Defense spending. Total sales to the U.S.
government of $9.8 billion in 2011, $9.9 billion in 2010, and $9.3 billion in 2009
were 17% of total UTC sales in 2011 and 18% both 2010 and 2009. The defense
portion of our aerospace business is affected by changes in market demand and
the global political environment. Our participation in long-term production and
development programs for the U.S. government has contributed positively to our
results in 2011 and is expected to continue to benefit results in 2012.

Pratt & Whitney is among the world’s leading suppliers of aircraft engines for the commercial, military, business jet and general aviation markets. Pratt & Whitney Global
Services provides maintenance, repair and overhaul services, including the sale of spare parts, as well as fleet management services for large commercial engines. Pratt &
Whitney produces families of engines for wide and narrow body aircraft in the commercial market and fighter and transport aircraft in the military market. P&WC is a world
leader in the production of engines powering business, regional, light jet, utility and military airplanes and helicopters and provides related maintenance, repair and overhaul
services, including sale of spare parts, as well as fleet management services. Pratt & Whitney Rocketdyne (PWR) is a leader in the design, development and manufacture of
sophisticated space propulsion systems for military and commercial applications. Pratt & Whitney Power Systems sells aero-derivative engines for industrial applications.
Pratt & Whitney’s products are sold principally to aircraft manufacturers, airlines and other aircraft operators, aircraft leasing companies, space launch vehicle providers and
the U.S. and foreign governments. Pratt & Whitney's products and services must adhere to strict regulatory and market-driven safety and performance standards. The
frequently changing nature of these standards, along with the long duration of aircraft engine development, production and support programs, creates uncertainty regarding
engine program profitability. The vast majority of sales are made directly to the end customer and, to a limited extent, through independent distributors and foreign sales
representatives.

Pratt & Whitney is currently developing technology intended to enable it to power proposed and future aircraft, including the PurePower PW1000G Geared TurboFan engine.
The PurePower PW1000G engine targets a significant reduction in fuel burn and noise levels with lower environmental emissions and operating costs than current production
engines. In December 2010,
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Airbus announced that it will offer a version of the PurePower PW1000G engine as a new engine option to power its A320neo family of aircraft scheduled to enter service in
2015. Additionally, PurePower PW1000G engine models have been selected by Bombardier to power the new CSeries passenger aircraft and by Mitsubishi Aircraft
Corporation to power the new Mitsubishi Regional Jet (MRJ), scheduled to enter into service in 2013 and 2014, respectively. Irkut Corporation of Russia has also selected the
PurePower PW1000G engine to power the proposed new Irkut MC-21 passenger aircraft, which is scheduled to enter into service in 2016. The success of these aircraft and
the PurePower PW1000G family of engines is dependent upon many factors including technological challenges, aircraft demand, and regulatory approval. Based on these
factors, as well as the level of success of aircraft program launches by aircraft manufacturers and other conditions, additional investment in the PurePower program is
expected in 2012 and beyond.

In view of the risks and costs associated with developing new engines, Pratt & Whitney has entered into collaboration arrangements in which sales, costs and risks are
shared. In September 2011, Pratt & Whitney announced a new collaboration with Japan Aero Engines Corporation (JAEC) and MTU Aero Engines AG (MTU) to collaborate to
provide the PurePower PW1100G-JM engine for the Airbus A320neo program. At December 31, 2011, the interests of third party participants in Pratt & Whitney-directed
commercial jet engine programs ranged from 14 percent to 48 percent. In addition, Pratt & Whitney has interests in other engine programs, including the IAE collaboration,
which sells and supports V2500 engines for the Airbus A320 family of aircraft. On October 12, 2011, Pratt & Whitney and Rolls-Royce, a participant in the IAE collaboration,
announced an agreement to restructure their interests in IAE. Under the terms of the agreement, Rolls-Royce will sell its interests in IAE and license its V2500 intellectual
property in IAE to Pratt & Whitney for $1.5 billion plus an agreed payment contingent on each hour flown by V2500-powered aircraft in service at the closing date during the
fifteen year period following closing of the transaction. Consummation of this restructuring is subject to regulatory approvals and closing conditions. Also, on October 12, 2011,
Pratt & Whitney and Rolls-Royce announced an agreement to form a new joint venture, in which each will hold an equal share, to develop new engines to power the next
generation of 120 to 230 passenger mid-size aircraft that will replace the existing fleet of mid-size aircraft currently in service or in development. With this new joint venture,
Pratt & Whitney and Rolls-Royce will focus on high-bypass ratio geared turbofan technology as well as collaborate on future studies of next generation propulsion systems.
Pursuant to the agreement, the formation of this new venture is subject to regulatory approvals and closing conditions, including completion of the restructuring of the parties’
interests in IAE. We expect the restructuring of the parties’ interests in IAE to be completed in mid-2012. The closing of the new joint venture may take a substantially longer
period of time to complete. Pratt & Whitney also has a 50 percent ownership interest in the Engine Alliance (EA), a joint venture with GE Aviation, which markets and
manufactures the GP7000 engine for the Airbus A380 aircraft. Pratt & Whitney has entered into risk and revenue sharing arrangements with third parties for 40 percent of the
content that Pratt & Whitney is responsible for providing to the EA. Pratt & Whitney accounts for its interests in the EA joint venture under the equity method of accounting.
Pratt & Whitney continues to pursue additional collaboration partners.

In September 2011, to better serve customers and to drive growth and achieve efficiencies through greater integration across certain product lines, we announced a new

organizational structure. As part of this new structure, we created UTC Propulsion & Aerospace Systems, a new organization consisting of Pratt & Whitney and Hamilton
Sundstrand. Pratt & Whitney and Hamilton Sundstrand will continue to report their financial and operational results as separate segments.

TOTAL CHANGE YEAR-OVER-YEAR FOR:

2011 Compared
with 2010 2010 Compared with 2009

(Dollars in millions) 2011 2010 2009 $ % $ %
Net Sales $13,430 $12,935 $12,392 $ 495 4% $ 543 4%
Cost of Sales 9,805 9,622 9,342 183 2% 280 3%

3,625 3,313 3,050
Operating Expenses and Other 1,626 1,326 1,215
Operating Profits $ 1,999 $ 1,987 $ 1,835 $ 12 1% $ 152 8%

FACTORS CONTRIBUTING TO TOTAL % CHANGE YEAR-OVER-YEAR IN:

2011 2010

Operating Operating

Net Sales Cost of Sales Profits Net Sales Cost of Sales Profits

Organic* / Operational* 5% — 3)% — 2% 3)%
Foreign currency (including P&WC net hedging)* (1)% 1% 2)% 4% 1% 9%
Restructuring costs — 1% 4% — — 3%
Other — — 2% — — (1)%
Total % change 4% 2% 1% 4% 3% 8 %

* As discussed further in the “Business Overview” and “Results of Operations” sections, for Pratt & Whitney only, the transactional impact of foreign exchange hedging at
P&WC has been netted against the translational foreign exchange impact for presentation purposes in the above table. For all other segments, these foreign exchange
transactional impacts are included within the organic sales/operational operating profit caption in their respective tables. Due to its significance to Pratt & Whitney’s overall
operating results, we believe it is useful to segregate the foreign exchange transactional impact in order to clearly identify the underlying financial performance.
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2011 Compared with 2010

Organic sales growth (5%) was driven by growth in the large commercial engine
business (5%), higher spares volume across the business (combined 2%), and
higher industrial volume at Pratt & Whitney Power Systems (1%). These
increases were partially offset by lower military engine sales. The impact from
foreign currency reflects the unfavorable transactional impact of foreign exchange
hedging at P&WC (1%).

The operational profit decline (3%) primarily reflects higher year-over-year
research and development costs (11%), unfavorable commercial engine business
mix and fewer military engine business deliveries (combined 6%), partially offset
by higher commercial spares volume (10%). Additionally, gains recorded on
contract settlements and contract close-outs were offset, in part, by losses
incurred as a result of increased airline industry exposures during the year

(combined 4%). The 2% contributed by “Other” primarily reflects the gain on a

sale of an equity investment.

2010 Compared with 2009

Organic sales were essentially flat year-over-year. Growth in the large
commercial engine business (4%), driven by higher commercial spares and
aftermarket sales volumes, and an increase in the military engine business
(1%) on higher engine deliveries, were mostly offset by lower sales at P&WC
(2%) due to decreased engine sales volume and a decline at Pratt & Whitney
Power Systems (2%) from lower industrial sales volumes. The impact from
foreign currency (4%) reflects the beneficial transactional impact of foreign
exchange hedging at P&WC.

The operational profit decline (3%) primarily reflects higher year-over-year
research and development costs. Lower profits at P&WC (9%) driven by
decreased engine sales volumes were offset by higher profit contribution from the
large commercial engine business (6%) driven by higher commercial spares and
aftermarket sales volumes and an increase in the military engine business (3%).

Hamilton Sundstrand is among the world’s leading suppliers of technologically advanced aerospace and industrial products and aftermarket services for diversified
industries worldwide. Hamilton Sundstrand’s aerospace products, such as power generation, management and distribution systems, flight control systems, engine control
systems, environmental control systems, fire protection and detection systems, auxiliary power units and propeller systems, serve commercial, military, regional, business and
general aviation, as well as military ground vehicle, space and undersea applications. Aftermarket services include spare parts, overhaul and repair, engineering and technical
support and fleet maintenance programs. Hamilton Sundstrand sells aerospace products to airfframe manufacturers, the U.S. and foreign governments, aircraft operators and
independent distributors. Hamilton Sundstrand’s principal industrial products, such as air compressors, metering pumps and heavy duty process pumps, serve industries
involved with chemical and hydrocarbon processing, oil and gas production, water and wastewater treatment and construction. Hamilton Sundstrand sells these products
under the Sullair, Sundyne, Milton Roy and other brand names directly to end users, and through manufacturer representatives and distributors.

In September 2011, to better serve customers and drive to growth and achieve efficiencies through greater integration across certain product lines, we announced a new
organizational structure. As part of this new structure, we created UTC Propulsion & Aerospace Systems, a new organization consisting of Pratt & Whitney and Hamilton
Sundstrand. Pratt & Whitney and Hamilton Sundstrand will continue to report their financial and operational results as separate segments.

TOTAL CHANGE YEAR-OVER-YEAR FOR:

2011 Compared with 2010 2010 Compared with 2009
(Dollars in millions) 2011 2010 2009 $ % $ %
Net Sales $6,150 $5,608 $5,560 $ 542 10% $ 48 1%
Cost of Sales 4,292 3,881 3,893 411 11% (12) —
1,858 1,727 1,667
Operating Expenses and Other 776 809 810
Operating Profits $1,082 $ 918 $ 857 $ 164 18% $ 61 7%
FACTORS CONTRIBUTING TO TOTAL % CHANGE YEAR-OVER-YEAR IN:
2011 2010
Operating Operating
Net Sales Cost of Sales Profits Net Sales Cost of Sales Profits
Organic / Operational 9% 12 % 12 % 1% — 8%
Foreign currency translation 1% 1% 1% — (L)% (1)%
Acquisitions and divestitures, net — 1)% 1)% — — —
Restructuring costs — — 2% — — 6 %
Other — ()% 4% — 1% (6)%
Total % change 10% 11 % 18 % 1% — 7%
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2011 Compared with 2010

The organic sales growth (9%) reflects higher volumes in both the aerospace
(6%) and the industrial (3%) businesses. The increase within aerospace was
driven by higher aftermarket volume (5%), primarily commercial spares. The
industrials businesses increase was led by the compressor business as a result
of volume increases in the manufacturing and energy sectors, particularly in the
U.S. and Asia. The organic cost of sales growth (12%) exceeded the organic
sales growth due largely to adverse mix within aerospace OEM and higher
warranty costs.

The increase in operational profit (12%) reflects an increase in both the
aerospace (7%) and the industrial (5%) businesses. The growth within aerospace
reflects higher commercial spares volume, partially offset by adverse mix within
OEM, including a reduction in military ground vehicle volumes and an increase in
volume of lower margin commercial programs. Also, operational profit growth
reflects the benefit of lower research and development costs (3%), offset by
higher warranty costs (4%). The increase within the industrial businesses reflect
the benefit of higher volume and cost reduction initiatives. The increase
contributed by “Other” primarily reflects the absence of approximately $28 million
of asset impairment charges recorded in the second quarter of 2010. These
charges related primarily to the disposition of an aerospace business as part of
Hamilton Sundstrand’s efforts to implement low cost sourcing initiatives.

2010 Compared with 2009

The organic sales growth (1%) reflects higher volumes in the industrial business
(2%), partially offset by a decline in the aerospace business (1%). The industrial
business increase was led by the compressor business attributable to general
increases in infrastructure and industrial spending particularly in the U.S. and
Asia. The decline within the aerospace business reflects lower OEM sales
volume (2%) partially offset by an increase in the aftermarket business

(1%) primarily as a result of higher commercial spares and repair volume.

The 8% improvement in operational profit reflects an increase in the

industrial business (7%), reflecting the benefit from higher volumes and cost
reduction initiatives, and an increase within the aerospace business (1%). The
1% improvement within aerospace reflects favorable net operating performance,
including the benefit of ongoing cost reduction initiatives, and volume growth from
higher margin commercial aftermarket sales partially offset by the impact from
adverse mix within OEM sales (net combined 8%). This 8% improvement was
mostly offset by higher year-over-year research and development costs (7%).
The decrease contributed by “Other” primarily reflects the impact of an asset
impairment charge recorded in 2010 related to the disposition of an aerospace
business. The decrease in “Other” for operating profit also reflects the absence of
a gain from the sale of a business in 2009.

Sikorsky is one of the world’s largest helicopter companies. Sikorsky manufactures military and commercial helicopters and also provides aftermarket helicopter and aircraft
parts and services. In December 2007, the U.S. government and Sikorsky signed a five-year multi-service contract for H-60 helicopters to be delivered to the U.S. Army and
U.S. Navy, which include the UH-60M, HH-60M, MH-60S and MH-60R. Upon completion of the contract in 2013, Sikorsky expects to have delivered approximately 690
aircraft. Sikorsky is in negotiations with the U.S. government for a new five-year multi-service contract for H-60 helicopters. Sikorsky is also developing the CH-53K next
generation heavy lift helicopter for the U.S. Marine Corps and the CH-148 derivative of the H-92 helicopter, a military variant of the S-92 helicopter, for the Canadian
government. The latter is being developed under a fixed-price contract that provides for the development and production of 28 helicopters, and related logistical support
through March 2028. The current contract value is estimated to be $4.5 billion, and is subject to changes in underlying variables such as future flight hours as well as
fluctuations in foreign currency exchange rates. This is the largest and most expansive fixed-price development contract in Sikorsky’s history. As previously disclosed, in June
2010 Sikorsky and the Canadian government signed contract amendments that revised the delivery schedule and contract specifications, and established the requirements for
the first six interim aircraft to enable initial operational test and evaluation activities. The amendments also included modifications to the liquidated damages schedule,
readjustment of payment schedules, resolution of open disputes and other program enhancements. Sikorsky recognized revenue in 2011 upon completing a significant
milestone for work related to four interim configuration helicopters. Delivery of the final configuration aircraft is scheduled to begin in 2012. These aircraft will require further
software testing and upgrades before full mission capability can be achieved. Sikorsky is in discussions with the Canadian government concerning the need for additional
interim aircraft, schedules to complete remaining work, and the resolution of open disputes.
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Sikorsky’s aftermarket business includes spare parts sales, overhaul and repair services, maintenance contracts and logistics support programs for helicopters and other
aircraft. Sales are principally made to the U.S. and foreign governments, and commercial helicopter operators. Sikorsky is increasingly engaging in logistics support programs
and partnering with its government and commercial customers to manage and provide logistics, maintenance and repair services.

TOTAL CHANGE YEAR-OVER-YEAR FOR:

2011 Compared with 2010 2010 Compared with 2009
(Dollars in millions) 2011 2010 2009 $ % $ %
Net Sales $7,355 $6,684 $6,287 $ 671 10% $ 397 6%
Cost of Sales 6,120 5,539 5,319 581 10% 220 4%
1,235 1,145 968
Operating Expenses and Other 395 429 360
Operating Profits $ 840 $ 716 $ 608 $ 124 17% $ 108 18%
FACTORS CONTRIBUTING TO TOTAL % CHANGE YEAR-OVER-YEAR IN:
2011 2010
Operating Operating
Net Sales Cost of Sales Profits Net Sales Cost of Sales Profits
Organic / Operational 10% 10% 12 % 6% 4% 17 %
Acquisitions and divestitures, net — — — — — (1)%
Restructuring costs — — 5)% — — (2)%
Other — — 10 % — — 3%
Total % change 10% 10% 17 % 6% 4% 18 %

2011 Compared with 2010

The increase in organic sales (10%) was primarily attributable to higher military
aircraft sales including higher international development aircraft sales and
favorable military aircraft configuration mix (8% combined), which more than
offset a decrease from commercial operations (2%) due to fewer aircraft
deliveries. Net sales from aftermarket support increased (4%) primarily driven by
higher spares volume.

The operational profit improvement (12%) was primarily attributable to an
increase in aftermarket support (10%) driven by higher spares volume. Operating
profits in the military business increased as higher aircraft deliveries and
favorable aircraft configuration mix more than offset the adverse impact of losses
associated with higher than expected development costs on international military
development aircraft sales (2% combined). The remainder of the operational
profit increase was primarily driven by lower manufacturing costs, higher volume
on customer funded development and lower research and development costs,
which more than offset the impact of fewer aircraft deliveries from commercial
operations. The 10% increase contributed by “Other” reflects the gain recognized
on contribution of a business to a venture in the United Arab Emirates.

2010 Compared with 2009

The organic sales growth (6%) was primarily attributable to higher military aircraft
sales (6%), partially offset by the impact of fewer aircraft deliveries from
commercial operations (2%) due to continued commercial market

weakness. Sales from aftermarket support increased (2%) primarily driven by
higher military sales volume and aircraft modernizations.

Gross margin and operational profit improvement were primarily attributable to
increased military aircraft sales (15%), partially offset by a decline in commercial
operations (2%) due to unfavorable aircraft configuration mix and fewer deliveries
as a result of continued commercial market weakness. Improvement in
aftermarket support (4%) was driven by higher military sales and aircraft
modernizations. The remainder of the operational profit change was driven by
higher year-over-year research and development costs, which were substantially
offset by favorable gross margin from lower manufacturing costs. The 3%
increase contributed by “Other” primarily reflects the absence of prior year costs
associated with a union contract ratified in 2009.

Eliminations and other

Eliminations and other reflects the elimination of sales, other income and
operating profit transacted between segments, as well as the operating results of
certain smaller businesses such as UTC Power and Clipper. The change in sales
in 2011, as compared with 2010, primarily reflects the acquisition of Clipper. The
change in the operating profit elimination in 2011, as compared with 2010,
primarily reflects the impact from the acquisition of Clipper and costs associated
with the pending acquisition of Goodrich, partially offset by the absence of the
$159 million other-than-temporary impairment charge on our investment in
Clipper, which was recorded during the third quarter of 2010.
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LIQUIDITY AND FINANCIAL CONDITION

(Dollars in millions) 2011 2010
Cash and cash equivalents $ 5,960 $ 4,083
Total debt 10,260 10,289
Net debt (total debt less cash and cash

equivalents) 4,300 6,206
Total equity 22,820 22,332
Total capitalization (total debt plus total equity) 33,080 32,621
Net capitalization (total debt plus total equity less

cash and cash equivalents) 27,120 28,538
Total debt to total capitalization 31% 32%
Net debt to net capitalization 16% 22%

We assess our liquidity in terms of our ability to generate cash to fund our
operating, investing and financing activities. Our principal source of liquidity is
operating cash flows, which, after netting out capital expenditures, we target to
equal or exceed net income attributable to common shareowners. In addition to
operating cash flows, other significant factors that affect our overall management
of liquidity include: capital expenditures, customer financing requirements,
investments in businesses, dividends, common stock repurchases, pension
funding, access to the commercial paper markets, adequacy of available bank
lines of credit, and the ability to attract long-term capital at satisfactory terms.

Although the global economy improved in 2011, as compared with 2010, and
there have been some recent signs that economic recovery may be gaining
traction in the U.S., there continues to be significant overall uncertainty with
regard to the future direction of the world economy. High unemployment and a
weak housing sector in the U.S. continue to dampen consumer sentiment
domestically, while concerns over the European debt crisis and the deficit debate
in Washington, D.C. continue to adversely impact financial markets and constrain
government spending in certain countries. In light of these circumstances, we
continue to assess our current business and closely monitor the impact on our
customers and suppliers, and have determined that overall there has not been a
significant impact on our financial position, results of operations or liquidity during
2011.

Our domestic pension funds experienced a positive return on assets of
approximately 7% and 15% during 2011 and 2010, respectively. Approximately
88% of our domestic pension plans are invested in readily-liquid investments,
including equity, fixed income, asset-backed receivables and structured products.
The balance of our domestic pension plans (12%) is invested in less-liquid but
market-valued investments, including real estate and private equity. The
continued recognition of prior pension losses and the impact of a lower discount
rate, partially offset by additional funding and the positive returns experienced
during 2011, are expected to result in increased pension expense in 2012 of
approximately $250 million as compared to 2011.

Our strong debt ratings and financial position have historically enabled us to
issue long-term debt at favorable market rates, including our issuance of $2.25
billion of long-term debt in February 2010. Our ability to obtain debt

financing at comparable risk-based interest rates is partly a function of our
existing debt-to-total-capitalization level as well as our current credit standing.

The purchase price for our pending acquisition of Goodrich for $127.50 per share
in cash equates to a total estimated enterprise value of $18.4 billion, including
$1.9 billion in net debt to be assumed. We expect to finance the total $16.5 billion
to be paid to Goodrich shareholders at the closing of the acquisition through a
combination of short- and long-term debt, equity issuance and cash. We intend to
maintain our strong existing credit rating and minimize future share count dilution
on earnings per share by targeting the equity component to comprise no more
than 25% of the total financing (excluding the amount of Goodrich net debt to be
assumed). We are also evaluating the potential disposition of a number of our
non-core businesses to generate cash and minimize the level of future debt or
equity issuances. To manage the cash flow and liquidity impacts of these actions,
we are suspending future share repurchases until at least September 30, 2012,
and will significantly reduce repurchases for two years thereafter. In addition, we
will reduce our budgeted acquisition spending for the next few years, which for
2012 we expect to approximate $500 million excluding spending for our pending
acquisitions of Goodrich and Rolls-Royce’s interests in IAE.

On November 8, 2011, we entered into a bridge credit agreement with various
financial institutions that provides for a $15 billion unsecured bridge loan facility,
available to pay a portion of the cash consideration for the Goodrich acquisition,
and to finance certain related transactions and pay related fees and expenses.
Any funding under the bridge credit agreement would substantially occur
concurrently with the consummation of the Goodrich acquisition, subject to
customary conditions for acquisition financings of this type. Any loans made
pursuant to the bridge credit agreement would mature on the date that is 364
days after the funding date.

At December 31, 2011, we had revolving credit agreements with various banks
permitting aggregate borrowings of up to $4.0 billion pursuant to a $2.0 billion
revolving credit agreement and a $2.0 billion multicurrency revolving credit
agreement, both of which expire in November 2016. These revolving credit
agreements were signed on November 4, 2011 and replaced our previous
revolving credit agreements executed in 2010 which had permitted aggregate
borrowings of up to $3.0 billion. As of December 31, 2011 and 2010, there were
no borrowings under either of these revolving credit agreements. The undrawn
portions of our revolving credit agreements are also available to serve as backup
facilities for the issuance of commercial paper. In November 2011, our maximum
commercial paper borrowing authority was increased from $3 billion to $4 billion.

We continue to have access to the commercial paper markets and our existing
credit facilities, and expect to continue to generate strong operating cash flows.
While the impact of market volatility cannot be predicted, we believe we have
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sufficient operating flexibility, cash reserves and funding sources to maintain
adequate amounts of liquidity and to meet our future operating cash needs.

Given our extensive international operations, most of our cash is denominated in
foreign currencies. We manage our worldwide cash requirements by reviewing
available funds among the many subsidiaries through which we conduct our
business and the cost effectiveness with which those funds can be accessed.
The repatriation of cash balances from certain of our subsidiaries could have
adverse tax consequences or be subject to capital controls; however, those
balances are generally available without legal restrictions to fund ordinary
business operations. As discussed in Note 10, with few exceptions, U.S. income
taxes have not been provided on undistributed earnings of international
subsidiaries. Our intention is to reinvest these earnings permanently or to
repatriate the earnings only when it is tax effective to do so.

As also discussed in Note 10, in 2010 management decided to repatriate
additional high tax dividends from the current year to the U.S. as a result of U.S.
tax legislation enacted at the time. The favorable tax benefit generated by these
dividends was substantially offset by the tax cost related to the repatriation of
other current year earnings. As a result, approximately $2.5 billion of foreign
subsidiary cash was repatriated to the U.S. during 2010, primarily through receipt
of dividends from current year earnings, the tax free return of capital, and
intercompany loans. These funds were largely used to repay commercial paper
borrowings.

On occasion, we are required to maintain cash deposits with certain banks with
respect to contractual obligations related to acquisitions or divestitures or other
legal obligations. As of December 31, 2011 and 2010, the amount of such
restricted cash was approximately $37 million and $75 million, respectively. At
both December 31, 2011 and 2010, all restricted cash is included in current
assets.

We believe our future operating cash flows will be sufficient to meet our future
operating cash needs. Further, our ability to obtain debt or equity financing, as
well as the availability under committed credit lines, provides additional potential
sources of liquidity should they be required or appropriate.

Cash Flow from Operating Activities

(Dollars in millions) 2011 2010

Net cash flows provided by operating activities $6,590 $5,906

The increase in net cash flows provided by operating activities in 2011 as
compared with 2010 was due largely to the increase in net income attributable to
common shareowners as a result of higher sales volumes and to lower global
pension cash contributions. These benefits were patrtially offset by higher working
capital cash requirements. During 2011, the net increase in working capital
resulted in a cash outflow of $418 million compared to a cash inflow of

$525 million during 2010. This increase of $943 million in working capital was
primarily driven by higher accounts receivable due to increased sales volumes,
as well as reduced advances by customers to Sikorsky.

The funded status of our defined benefit pension plans is dependent upon many
factors, including returns on invested assets and the level of market interest
rates. We can contribute cash or company stock to our plans at our discretion,
subject to applicable regulations. Total cash contributions to our global defined
benefit pension plans were $551 million and $1.3 billion during 2011 and 2010,
respectively. During 2011 and 2010, we also contributed $450 million and $250
million, respectively, in UTC common stock to our defined benefit pension plans.
As of December 31, 2011, the total investment by the domestic defined benefit
pension plans in our securities was approximately 5% of total plan assets. We
expect to make contributions of approximately $100 million to our foreign defined
benefit pension plans in 2012. Although our domestic defined benefit pension
plans are approximately 87% funded on a projected benefit obligation basis and
we are not required to make additional contributions through the end of 2012, we
may elect to make discretionary contributions in 2012. Contributions to our global
defined benefit pension plans in 2012 are expected to meet or exceed the current
funding requirements.

Cash Flow from Investing Activities

(Dollars in millions) 2011 2010

Net cash flows used in investing activities $(707) $(3,187)

The decrease in net cash flows used in investing activities was largely a result of
a $2.4 billion decrease in our cash investment in businesses in 2011, as
compared with 2010. The cash investment in businesses across all of our
operations in 2011 was $357 million and consisted of a number of small
acquisitions in both our commercial and aerospace businesses. Cash investment
in businesses across all of our operations in 2010 was approximately $2.8 billion
and primarily reflects the acquisition of the GE Security business for
approximately $1.8 billion and the acquisition of Clipper for approximately $350
million. The remainder consisted of a number of small acquisitions in both our
aerospace and commercial businesses. Excluding spending for our pending
acquisitions of Goodrich and Rolls-Royce’s interests in IAE, we expect cash
investments in businesses in 2012 to approximate $500 million; however, actual
acquisition spending may vary depending upon the timing, availability and
appropriate value of acquisition opportunities. Capital expenditures increased
$118 million in 2011 primarily at Carrier and Hamilton Sundstrand, which included
expenditures related to new product launches and investment in low-cost
manufacturing facilities.

Customer financing activities were a net source of cash of $50 million in 2011,
compared to a net use of cash of $55 million in 2010. While we expect that 2012
customer financing activity will be a net use of funds, actual funding is subject to
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usage under existing customer financing commitments during the year. We may
also arrange for third-party investors to assume a portion of our commitments.
We had commercial aerospace financing and other contractual commitments of
approximately $2.3 billion and $2.0 billion related to commercial aircraft and
certain contractual rights to provide product on new aircraft platforms at
December 31, 2011 and 2010, respectively, of which as much as $131 million
may be required to be disbursed during 2012. Refer to Note 4 to the
Consolidated Financial Statements for additional discussion of our commercial
aerospace industry assets and commitments.

Cash Flow from Financing Activities

(Dollars in millions) 2011 2010

Net cash flows used in financing activities $(4,005) $(3,153)

The timing and levels of certain cash flow activities, such as acquisitions and
repurchases of our stock, have resulted in the issuance of both long-term and
short-term debt. Commercial paper borrowings and revolving credit facilities
provide short-term liquidity to supplement operating cash flows and are used for
general corporate purposes, including the funding of potential acquisitions and
repurchases of our stock. We had $455 million of commercial paper outstanding
at December 31, 2011. During the fourth quarter of 2010, the cash that
management decided to repatriate to the U.S., as a result of U.S. tax law
changes, was largely used to repay all commercial paper outstanding. As a
result, we had no commercial paper outstanding at December 31, 2010.

In December 2011, we redeemed the entire $500 million outstanding principal
amount of our 6.100% notes that would otherwise have been due May 15, 2012.
In February 2010, we issued $2.25 billion of long-term debt. We used the net
proceeds from these issuances primarily to fund a portion of the acquisition of the
GE Security business and to repay commercial paper borrowings. In May 2010,
we repaid the entire $600 million outstanding principal amount of our 4.375%
notes at maturity. In June 2010, we redeemed the entire $500 million outstanding
principal amount of our 7.125% notes that would otherwise have been due
November 15, 2010 and in September 2010, we redeemed the entire $500
million outstanding principal amount of our 6.350% notes that would otherwise
have been due March 1, 2011.

Financing cash outflows for 2011 and 2010 included the repurchase of

26.9 million and 31.0 million shares of our common stock, respectively, for
approximately $2.2 billion during each year under a 60 million share repurchase
program. On March 10, 2010, the Board of Directors authorized a new 60 million
common share repurchase program that replaced the previous program,
approved in June 2008, which was nearing completion. Approximately 4.9 million
of the shares repurchased during 2010 were repurchased under the previous
program and approximately 26.1 million under the new program. In addition to

management’s view that the repurchase of our common stock is a beneficial
investment, we also repurchase to offset the dilutive effect of the issuance of
stock and options under the stock-based employee benefit programs. At
December 31, 2011, management had authority to repurchase approximately

7 million shares under the previously announced share repurchase program. Our
share repurchases vary depending upon various factors including the level of
other investing activities. As a result of our pending acquisition of Goodrich, on
September 30, 2011 we suspended additional share repurchases until at least
September 30, 2012, and will significantly reduce repurchases for two years
thereafter.

We paid aggregate dividends on Common Stock for 2011 of approximately $1.6
billion, comprised of dividends of $0.425 per share in the first quarter of 2011
totaling $368 million, $0.48 per share in the second quarter of 2011 totaling $413
million, $0.48 per share in the third quarter of 2011 totaling $411 million, and
$0.48 per share in the fourth quarter of 2011 totaling $410 million. During 2010,
an aggregate $1.5 billion of cash dividends were paid to Common Stock
shareowners.

CRITICAL ACCOUNTING ESTIMATES

Preparation of our financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenues
and expenses. Note 1 to the Consolidated Financial Statements describes the
significant accounting policies used in preparation of the Consolidated Financial
Statements. Management believes the most complex and sensitive judgments,
because of their significance to the Consolidated Financial Statements, result
primarily from the need to make estimates about the effects of matters that are
inherently uncertain. The most significant areas involving management
judgments and estimates are described below. Actual results in these areas
could differ from management’s estimates.

Long-term Contract Accounting. We utilize percentage of completion accounting
on certain of our long-term contracts. The percentage of completion method
requires estimates of future revenues and costs over the full term of product
and/or service delivery. We also utilize the completed-contract method of
accounting on certain lesser value commercial contracts. Under the completed-
contract method, sales and cost of sales are recognized when a contract is
completed.

Losses, if any, on long-term contracts are provided for when anticipated. We
recognize loss provisions on original equipment contracts to the extent that
estimated inventoriable manufacturing, engineering, product warranty and
product performance guarantee costs, as appropriate, exceed the projected
revenue from the products contemplated under the contractual arrangement. For
new commitments, we generally record loss provisions at the earlier of contract
announcement or contract signing except for certain requirements contracts
under which losses are recorded based upon receipt of the purchase order. For
existing commitments, anticipated losses on contracts are recognized in the
period in which losses become evident. Products contemplated under the
contractual arrangement
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include products purchased under the contract and, in the large commercial
engine business, future highly probable sales of replacement parts required by
regulation that are expected to be purchased subsequently for incorporation into
the original equipment. Revenue projections used in determining contract loss
provisions are based upon estimates of the quantity, pricing and timing of future
product deliveries. We generally recognize losses on shipment to the extent that
inventoriable manufacturing costs, estimated warranty costs and product
performance guarantee costs, as appropriate, exceed revenue realized. We
measure the extent of progress toward completion on our long-term commercial
aerospace equipment and helicopter contracts using units of delivery. In addition,
we use the cost-to-cost method for elevator and escalator sales, installation and
modernization contracts in the commercial businesses. For long-term aftermarket
contracts, we recognize revenue over the contract period in proportion to the
costs expected to be incurred in performing services under the contract. Contract
accounting also requires estimates of future costs over the performance period of
the contract as well as an estimate of award fees and other sources of revenue.

Contract costs are incurred over a period of time, which can be several years,
and the estimation of these costs requires management’s judgment. The long-
term nature of these contracts, the complexity of the products, and the strict
safety and performance standards under which they are regulated can affect our
ability to estimate costs precisely. As a result, we review and update our cost
estimates on significant contracts on a quarterly basis, and no less frequently
than annually for all others, or when circumstances change and warrant a
modification to a previous estimate. We record changes in contract estimates
using the cumulative catch-up method in accordance with the Revenue
Recognition Topic of the FASB ASC.

Income Taxes. The future tax benefit arising from net deductible temporary
differences and tax carryforwards was $4.0 billion at December 31, 2011 and
$3.6 billion at December 31, 2010. Management believes that our earnings
during the periods when the temporary differences become deductible will be
sufficient to realize the related future income tax benefits. For those jurisdictions
where the expiration date of tax carryforwards or the projected operating results
indicate that realization is not likely, a valuation allowance is provided.

In assessing the need for a valuation allowance, we estimate future taxable
income, considering the feasibility of ongoing tax planning strategies and the
realizability of tax loss carryforwards. Valuation allowances related to deferred tax
assets can be affected by changes to tax laws, changes to statutory tax rates and
future taxable income levels. In the event we were to determine that we would not
be able to realize all or a portion of our deferred tax assets in the future, we
would reduce such amounts through an increase to tax expense in the period in
which that determination is made or

when tax law changes are enacted. Conversely, if we were to determine that we
would be able to realize our deferred tax assets in the future in excess of the net
carrying amounts, we would decrease the recorded valuation allowance through
a decrease to tax expense in the period in which that determination is made.

In the ordinary course of business there is inherent uncertainty in quantifying our
income tax positions. We assess our income tax positions and record tax benefits
for all years subject to examination based upon management’s evaluation of the
facts, circumstances and information available at the reporting date. For those tax
positions where it is more likely than not that a tax benefit will be sustained, we
have recorded the largest amount of tax benefit with a greater than 50%
likelihood of being realized upon ultimate settlement with a taxing authority that
has full knowledge of all relevant information. For those income tax positions
where it is not more likely than not that a tax benefit will be sustained, no tax
benefit has been recognized in the financial statements. See Notes 1 and 10 to
the Consolidated Financial Statements for further discussion.

Goodwill and Intangible Assets. Our investments in businesses in 2011 totaled
$372 million, including approximately $15 million of debt assumed through
acquisitions. The assets and liabilities of acquired businesses are recorded under
the purchase method of accounting at their estimated fair values at the dates of
acquisition. Goodwill represents costs in excess of fair values assigned to the
underlying net assets of acquired businesses. Intangible assets consist of service
portfolios, patents and trademarks, customer relationships and other intangible
assets. Included within other intangible assets are commercial aerospace
payments made to secure certain contractual rights to provide product on new
aircraft platforms. Payments made on these contractual commitments are to be
amortized as the related units are delivered.

Goodwill and intangible assets deemed to have indefinite lives are not amortized,
but are subject to annual impairment testing. We early-adopted the FASB’s
Accounting Standards Update (“ASU”) No. 2011-08, “Testing Goodwill for
Impairment,” in connection with the performance of our annual goodwill
impairment test. Under ASU 2011-08, entities are provided with the option of first
performing a qualitative assessment on none, some, or all of its reporting units to
determine whether further quantitative impairment testing is necessary. An entity
may also bypass the qualitative assessment for any reporting unit in any period
and proceed directly to the quantitative impairment test. We completed our
annual impairment testing as of July 1, 2011 and determined that no significant
adjustments to the carrying value of goodwill or indefinite lived intangible assets
were necessary based on the results of the impairment tests. Although no
significant goodwill impairment has been recorded to date, there can be no
assurances that future goodwill impairments will not occur. See Note 2 to the
Consolidated Financial Statements for further discussion.
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Product Performance. We extend performance and operating cost guarantees
beyond our normal service and warranty policies for extended periods on some of
our products, particularly commercial aircraft engines. Liability under such
guarantees is based upon future product performance and durability. In addition,
we incur discretionary costs to service our products in connection with product
performance issues. We accrue for such costs that are probable and can be
reasonably estimated. The costs associated with these product performance and
operating cost guarantees require estimates over the full terms of the
agreements, and require management to consider factors such as the extent of
future maintenance requirements and the future cost of material and labor to
perform the services. These cost estimates are largely based upon historical
experience. See Note 15 to the Consolidated Financial Statements for further
discussion.

Contracting with the U.S. Government. Our contracts with the U.S. government
are subject to government oversight and audit. Like many defense contractors,
we have received audit reports, which recommend that certain contract prices
should be reduced to comply with various government regulations. Some of these
audit reports have involved substantial amounts. We have made voluntary
refunds in those cases we believe appropriate, have settled some allegations and
continue to litigate certain cases. In addition, we accrue for liabilities associated
with those government contracting matters that are probable and can be
reasonably estimated. The inherent uncertainty related to the outcome of these
matters can result in amounts materially different from any provisions made with
respect to their resolution. See Note 17 to the Consolidated Financial Statements
for further discussion. We recorded sales to the U.S. government of $9.8 billion in
2011, $9.9 billion in 2010, and $9.3 billion in 2009.

Employee Benefit Plans. We sponsor domestic and foreign defined benefit
pension and other postretirement plans. Major assumptions used in the
accounting for these employee benefit plans include the discount rate, expected
return on plan assets, rate of increase in employee compensation levels, and
health care cost increase projections. Assumptions are determined based on
company data and appropriate market indicators, and are evaluated each year at
December 31. A change in any of these assumptions would have an effect on net
periodic pension and postretirement benefit costs reported in the Consolidated
Financial Statements.

In the following table, we show the sensitivity of our pension and other
postretirement benefit plan liabilities and net annual periodic cost to a 25 basis
point change in the discount rate as of December 31, 2011.

Decrease in
Discount Rate

Increase in
Discount Rate

(Dollars in millions) of 25 bps of 25 bps
Pension plans
Projected benefit obligation $(776) $812
Net periodic pension cost (65) 66

Other postretirement benefit plans
Accumulated postretirement

benefit obligation (13) 13

Net periodic postretirement

benefit cost — —

Pension expense is also sensitive to changes in the expected long-term rate of
asset return. An increase or decrease of 25 basis points in the expected long-
term rate of asset return would have decreased or increased 2011 pension
expense by approximately $58 million.

The weighted-average discount rate used to measure pension liabilities and costs
is set by reference to UTC specific analysis using each plan’s specific cash flows
and is then compared to high-quality bond indices for reasonableness. Global
market interest rates have decreased in 2011 as compared with 2010 and, as a
result, the weighted-average discount rate used to measure pension liabilities
decreased from 5.4% in 2010 to 4.7% in 2011. In December 2009, we amended
the salaried retirement plans (qualified and non-qualified) to change the
retirement formula effective January 1, 2015. At that time, final average earnings
(FAE) and credited service will stop under the formula applicable for hires before
July 1, 2002. Employees hired after 2009 are not eligible for any defined benefit
pension plan and will instead receive an enhanced benefit under the UTC
Savings Plan. The continued recognition of prior pension losses and the impact
of a lower discount rate, partially offset by additional funding and the positive
returns experienced during 2011, are expected to increase pension expense in
2012 by approximately $250 million as compared to 2011. See Note 11 to the
Consolidated Financial Statements for further discussion.

Inventory Valuation Reserves. Inventory valuation reserves are established in
order to report inventories at the lower of cost or market value on our
Consolidated Balance Sheet. The determination of inventory valuation reserves
requires management to make estimates and judgments on the future salability of
inventories. Valuation reserves for excess, obsolete, and slow-moving inventory
are estimated by comparing the inventory levels of individual parts to both future
sales forecasts or production requirements and historical usage rates in order to
identify inventory where the resale value or replacement value is less than
inventoriable cost. Other factors that management considers in determining the
adequacy of these reserves include whether individual inventory parts meet
current specifications and cannot be substituted for a part currently being sold or
used as a service part, overall market conditions, and other inventory
management initiatives.

As of December 31, 2011 and 2010, we had $884 million and $799 million,
respectively, of inventory valuation reserves recorded. Although management
believes these reserves are adequate, any abrupt changes in market conditions
may require us to record additional inventory valuation reserves.
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OFF-BALANCE SHEET ARRANGEMENTS AND CONTRACTUAL
OBLIGATIONS

We extend a variety of financial guarantees to third parties in support of
unconsolidated affiliates and for potential financing requirements of commercial
aerospace customers. We also have obligations arising from sales of certain
businesses and assets, including indemnities for representations and warranties
and environmental, health and safety, tax and employment matters.
Circumstances that could cause the contingent obligations and liabilities arising
from these arrangements to come to fruition include changes in an underlying
transaction (e.g., hazardous waste discoveries, etc.), nonperformance under a
contract, customer requests for financing, or deterioration in the financial
condition of the guaranteed party.

A summary of our consolidated contractual obligations and commitments as of
December 31, 2011 is as follows:

PAYMENTS DUE BY PERIOD

(Dollars in 2013 - 2015 -
millions) Total 2012 2014 2016 Thereafter
Long-term debt—

principal $ 9,630 $ 129 $ 46 $1,231 $ 8,224
Long-term debt—

future interest 8,172 554 1,109 1,047 5,462
Operating leases 1,883 515 696 299 373
Purchase

obligations 12,486 7,305 2,807 853 1,521
Other long-term

liabilities 5,786 1,322 1,192 1,815 1,457
Total contractual

obligations $37,957 $9,825 $ 5,850 $ 5,245 $ 17,037

Purchase obligations include amounts committed under legally enforceable
contracts or purchase orders for goods and services with defined terms as to
price, quantity, delivery and termination liability. Approximately 20% of the
purchase obligations disclosed above represent purchase orders for products to
be delivered under firm contracts with the U.S. government for which we have full
recourse under customary contract termination clauses.

Other long-term liabilities primarily include those amounts on our December 31,
2011 balance sheet representing obligations under product service and warranty
policies, performance and operating cost guarantees, estimated environmental
remediation costs and expected contributions under employee benefit programs.
The timing of expected cash flows associated with these obligations is based
upon management’s estimates over the terms of these agreements and is largely
based upon historical experience.

The above table does not reflect unrecognized tax benefits of $946 million, the
timing of which is uncertain, except for approximately $131 million that may
become payable during 2012. Refer to Note 10 to the Consolidated Financial
Statements for additional discussion on unrecognized tax benefits.

COMMERCIAL COMMITMENTS

AMOUNT OF COMMITMENT EXPIRATION PER PERIOD

2013 - 2015 -
2014 2016

(Dollars in

millions) Committed 2012 Thereafter

Commercial
aerospace
financing
and other
contractual
commitment  $

IAE financing
arrangements* 989 284 448 183 74

Commercial
aerospace
financing
arrangement 323 49 7 107 160

Unconsolidated
subsidiary
debt
guarantees 239 147 — — 92

Performance
guarantees 33

2,270 $131 $ 679 $ 574 |$ 886

33 = = =

Total
commercial
commitments $

3,854 $644 $1,134 $ 864 |$ 1212

* Represents IAE’s gross obligation; at December 31, 2011 and 2010 our
proportionate share of IAE’s obligations was 33%. Refer to the Segment
Review for additional discussion of our agreement with Rolls-Royce to
restructure the IAE interests.

Refer to Notes 4, 15, and 17 to the Consolidated Financial Statements for
additional discussion on contractual and commercial commitments.

MARKET RISK AND RISK MANAGEMENT

We are exposed to fluctuations in foreign currency exchange rates, interest rates
and commodity prices. To manage certain of those exposures, we use derivative
instruments, including swaps, forward contracts and options. Derivative
instruments utilized by us in our hedging activities are viewed as risk
management tools, involve little complexity and are not used for trading or
speculative purposes. We diversify the counterparties used and monitor the
concentration of risk to limit our counterparty exposure.

We have evaluated our exposure to changes in foreign currency exchange rates,
interest rates and commodity prices in our market risk sensitive instruments,
which are primarily cash, debt and derivative instruments, using a value at risk
analysis. Based on a 95% confidence level and a one-day holding period, at
December 31, 2011, the potential loss in fair value on our market risk sensitive
instruments was not material in relation to our financial position, results of
operations or cash flows. Our calculated value at risk exposure represents an
estimate of reasonably possible net losses based on volatilities and correlations
and is not necessarily indicative of actual results. Refer to Notes 1, 8 and 13 to
the Consolidated Financial Statements for additional discussion of foreign
currency exchange, interest rates and financial instruments.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Foreign Currency Exposures. We have a large volume of foreign currency
exposures that result from our international sales, purchases, investments,
borrowings and other international transactions. International segment sales,
including U.S. export sales, averaged approximately $33 billion over the last
three years. We actively manage foreign currency exposures that are associated
with committed foreign currency purchases and sales and other assets and
liabilities created in the normal course of business at the operating unit level.
More than insignificant exposures that cannot be naturally offset within an
operating unit are hedged with foreign currency derivatives. We also have a
significant amount of foreign currency net asset exposures. Currently, we do not
hold any derivative contracts that hedge our foreign currency net asset exposures
but may consider such strategies in the future.

Within aerospace, our sales are typically denominated in U.S. Dollars under
accepted industry convention. However, for our non-U.S. based entities, such as
P&WC, a substantial portion of their costs are incurred in local currencies.
Consequently, there is a foreign currency exchange impact and risk to
operational results as U.S. Dollars must be converted to local currencies such as
the Canadian Dollar in order to meet local currency cost obligations. In order to
minimize the exposure that exists from changes in the exchange rate of the

U.S. Dollar against these other currencies, we hedge a certain portion of sales to
secure the rates at which U.S. Dollars will be converted. The majority of this
hedging activity occurs at P&WC. At P&WC, firm and forecasted sales for both
engines and spare parts are hedged at varying amounts up to 32 months on the
U.S. Dollar sales exposure as represented by the excess of U.S. Dollar sales
over U.S. Dollar denominated purchases. Hedging gains and losses resulting
from movements in foreign currency exchange rates are partially offset by the
foreign currency translation impacts that are generated on the translation of local
currency operating results into U.S. Dollars for reporting purposes. While the
objective of the hedging program is to minimize the foreign currency exchange
impact on operating results, there are typically variances between the hedging
gains or losses and the translational impact due to the length of hedging
contracts, changes in the sales profile, volatility in the exchange rates and other
such operational considerations.

Interest Rate Exposures. Our long-term debt portfolio consists mostly of fixed-
rate instruments. From time to time, we may hedge to floating rates using interest
rate swaps. The hedges are designated as fair value hedges and the gains and
losses on the swaps are reported in interest expense, reflecting that portion of
interest expense at a variable rate. We issue commercial paper, which exposes
us to changes in interest rates. Currently, we do not hold any derivative contracts
that hedge our interest exposures, but may consider such strategies in the future.

Commodity Price Exposures. We are exposed to volatility in the prices of raw
materials used in some of our products and from time to time we may use
forward contracts in limited circumstances to manage some of those exposures.
In the future, if hedges are used, gains and losses may affect earnings. There
were no significant outstanding commodity hedges as of December 31, 2011.

ENVIRONMENTAL MATTERS

Our operations are subject to environmental regulation by federal, state and local
authorities in the United States and regulatory authorities with jurisdiction over
our foreign operations. As a result, we have established, and continually update,
policies relating to environmental standards of performance for our operations
worldwide. We believe that expenditures necessary to comply with the present
regulations governing environmental protection will not have a material effect
upon our competitive position, results of operations, cash flows or financial
condition.

We have identified 597 locations, mostly in the United States, at which we may
have some liability for remediating contamination. We have resolved our liability
at 250 of these locations. We do not believe that any individual location’s
exposure will have a material effect on our results of operations. Sites in the
investigation, remediation or operation and maintenance stage represent
approximately 91% of our accrued environmental remediation reserve.

We have been identified as a potentially responsible party under the
Comprehensive Environmental Response Compensation and Liability Act
(CERCLA or Superfund) at 106 sites. The number of Superfund sites, in and of
itself, does not represent a relevant measure of liability because the nature and
extent of environmental concerns vary from site to site and our share of
responsibility varies from sole responsibility to very little responsibility. In
estimating our liability for remediation, we consider our likely proportionate share
of the anticipated remediation expense and the ability of other potentially
responsible parties to fulfill their obligations.

At December 31, 2011 and 2010, we had $617 million and $605 million reserved
for environmental remediation, respectively. Cash outflows for environmental
remediation were $54 million in 2011, $44 million in 2010 and $49 million in 2009.
We estimate that ongoing environmental remediation expenditures in each of the
next two years will not exceed approximately $60 million.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

GOVERNMENT MATTERS

As described in “Critical Accounting Estimates — Contracting with the U.S.
government,” our contracts with the U.S. government are subject to audits. Such
audits may recommend that certain contract prices should be reduced to comply
with various government regulations. We are also the subject of one or more
investigations and legal proceedings initiated by the U.S. government with
respect to government contract matters.

As previously disclosed, the U.S. Department of Justice (DOJ) sued us in 1999 in
the U.S. District Court for the Southern District of Ohio, claiming that Pratt &
Whitney violated the civil False Claims Act and common law. This lawsuit relates
to the “Fighter Engine Competition” between Pratt & Whitney’s F100 engine and
General Electric’'s F110 engine. The DOJ alleges that the government overpaid
for F100 engines under contracts awarded by the U.S. Air Force in fiscal years
1985 through 1990 because Pratt & Whitney inflated its estimated costs for some
purchased parts and withheld data that would have revealed the overstatements.
At trial of this matter, completed in December 2004, the government claimed
Pratt & Whitney'’s liability to be $624 million. On August 1, 2008, the trial court
judge held that the Air Force had not suffered any actual damages because

Pratt & Whitney had made significant price concessions. However, the trial court
judge found that Pratt & Whitney violated the False Claims Act due to inaccurate
statements contained in its 1983 offer. In the absence of actual damages, the trial
court judge awarded the DOJ the maximum civil penalty of $7.09 million, or
$10,000 for each of the 709 invoices Pratt & Whitney submitted in 1989 and later
under the contracts. In September 2008, both the DOJ and UTC appealed the
decision to the Sixth Circuit Court of Appeals. In November 2010, the Sixth
Circuit affirmed Pratt & Whitney’s liability under the False Claims Act and
remanded the case to the U.S. District Court for further proceedings on the
question of damages. Should the government ultimately prevail, the outcome of
this matter could result in a material adverse effect on our results of operations in
the period in which a liability would be recognized or cash flows for the period in
which damages would be paid.

As previously disclosed, in December 2008, the U.S. Department of Defense
(DOD) issued a contract claim against Sikorsky to recover overpayments the
DOD alleges it has incurred since January 2003 in connection with cost
accounting changes approved by the DOD and implemented by Sikorsky in 1999
and 2006. These changes relate to the calculation of material overhead rates in
government contracts. The DOD claims that Sikorsky'’s liability is approximately
$92 million (including interest through December 2011). We believe this claim is
without merit, and Sikorsky filed an appeal in December 2009 with the U.S. Court
of Federal Claims, which is pending. We do not believe the resolution of this
matter will have a material adverse effect on our competitive position, results of
operations, cash flows or financial condition.

A significant portion of our activities are subject to export control regulation by the
U.S. Department of State (State Department) under the U.S. Arms Export Control
Act and International Traffic in Arms Regulations (ITAR). From time to time, we
identify, investigate, remediate and voluntarily disclose to the State Department’s
Office of Defense Trade Controls Compliance (DTCC) potential violations of the
ITAR. DTCC administers the State Department’s authority under the ITAR to
impose civil penalties and other administrative sanctions for violations, including
debarment from engaging in the export of defense articles or defense services.
Most of our voluntary disclosures are resolved without the imposition of penalties
or other sanctions. However, in November 2011, DTCC informed us that it
considers certain of our voluntary disclosures filed since 2005 to reflect
deficiencies warranting penalties and sanctions. We are currently in discussions
with DTCC to reach a consent agreement, which we anticipate will provide for a
payment by the Company and commitments regarding additional remedial
compliance efforts.

The voluntary disclosures that we anticipate will be addressed in the consent
agreement currently under discussion include 2006 and 2007 disclosures
regarding the export by Hamilton Sundstrand to P&WC of certain modifications to
dual-use electronic engine control software, and the re-export by P&WC of those
software modifications and subsequent P&WC-developed patches to China
during the period 2002-2004 for use in the development of the Z-10 Chinese
military helicopter. The DOJ has also separately conducted a criminal
investigation of the matters addressed in these disclosures, as well as the
accuracy and adequacy of the disclosures. We have been cooperating with the
DOJ'’s investigation. Since November 2011, we have been in discussions with the
DOJ to resolve this matter.

We continue to evaluate the range of possible outcomes of these separate but
related export compliance matters, and have recognized a potential liability at
December 31, 2011 of $45 million. We are currently unable to predict the precise
timing or outcome of the discussions. We do not believe the ultimate resolution of
these matters, individually or collectively, will have a material adverse effect on
our competitive position, results of operations, cash flows or financial condition.

OTHER MATTERS

Additional discussion of our environmental, U.S. government contract matters,
product performance and other contingent liabilities is included in “Critical
Accounting Estimates” and Notes 1, 15 and 17 to the Consolidated Financial
Statements. For additional discussion of our legal proceedings, see Item 3,
“Legal Proceedings,” in our Annual Report on Form 10-K for 2011 (2011 Form
10-K).
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MANAGEMENT'S DISCUSSION AND ANALYSIS

NEW ACCOUNTING PRONOUNCEMENTS

In May 2011, the FASB issued ASU No. 2011-04, “Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP
and IFRSs.” This ASU clarifies the concepts related to highest and best use and
valuation premise, blockage factors and other premiums and discounts, the fair
value measurement of financial instruments held in a portfolio and of those
instruments classified as a component of shareowners’ equity. The ASU includes
enhanced disclosure requirements about recurring Level 3 fair value
measurements, the use of nonfinancial assets, and the level in the fair value
hierarchy of assets and liabilities not recorded at fair value. The provisions of this
ASU are effective prospectively for interim and annual periods beginning on or
after December 15, 2011. Early application is prohibited. This ASU is not
expected to have an impact currently on our financial statements or disclosures
as there are presently no recurring Level 3 fair value measurements.

In June 2011, the FASB issued ASU No. 2011-05, “Presentation of
Comprehensive Income.” This ASU is aimed at enhancing comparability and
transparency of other comprehensive income components. The guidance
provides an option to present total comprehensive income, the components of net
income and the components of other comprehensive income in a single
continuous statement or two separate but

consecutive statements. This ASU eliminates the option to present other
comprehensive income components as part of the statement of changes in
shareowners’ equity. The provisions of this ASU will be applied retrospectively for
interim and annual periods beginning after December 15, 2011. Early application
is permitted. We will adopt the provisions of this ASU in the first quarter 2012.

In December 2011, the FASB issued ASU No. 2011-11, “Disclosures about
Offsetting Assets and Liabilities.” This ASU is intended to enhance a financial
statement user’s ability to understand the effects of netting arrangements on an
entity’s financial statements, including financial instruments and derivative
instruments that are either offset or subject to an enforceable master netting or
similar arrangement. The scope of this ASU includes derivatives, sale and
repurchase agreements and reverse sale and repurchase agreements, and
securities borrowing and securities lending arrangements. This ASU includes
enhanced disclosure requirements, including both gross and net information
about instruments and transactions eligible for offset or subject to an agreement
similar to a master netting arrangement. The provisions of this ASU will be
applied retrospectively for interim and annual periods beginning on or after
January 1, 2013. We are currently evaluating the impact of this new ASU.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

CAUTIONARY NOTE CONCERNING FACTORS THAT MAY AFFECT FUTURE
RESULTS

This 2011 Annual Report to Shareowners (2011 Annual Report) contains
statements which, to the extent they are not statements of historical or present
fact, constitute “forward-looking statements” under the securities laws. From time
to time, oral or written forward-looking statements may also be included in other
materials released to the public. These forward-looking statements are intended
to provide management’s current expectations or plans for our future operating
and financial performance, based on assumptions currently believed to be valid.
Forward-looking statements can be identified by the use of words such as
“believe,” “expect,” “expectations,” “plans,” “strategy,” “prospects,” “estimate,”
“project,” “target,” “anticipate,” “will,” “should,” “see,” “guidance,” “confident” and
other words of similar meaning in connection with a discussion of future operating
or financial performance. Forward-looking statements may include, among other
things, statements relating to future sales, earnings, cash flow, results of
operations, uses of cash and other measures of financial performance. All
forward-looking statements involve risks, uncertainties and other factors that may
cause actual results to differ materially from those expressed or implied in the
forward-looking statements. Such risks, uncertainties and other factors include,
without limitation:

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

« in respect of our recently announced agreement to acquire Goodrich
Corporation (Goodrich) and Pratt & Whitney’s recently announced transactions
with Rolls-Royce, the satisfaction of conditions precedent to, and
consummation of, the proposed transactions, the timing of consummation of
the proposed transactions, the timing and consummation of proposed financing
in connection with the proposed transactions, and the ability of the parties to
secure regulatory approvals, and in the case of the Goodrich transaction, the
approval of Goodrich’s shareholders, in a timely manner;

« in respect of our recently announced agreement to acquire Goodrich, our
ability to integrate the acquired operations and to realize synergies and
opportunities for growth and innovation;

« our ability to realize the intended benefits of recently announced organizational
changes;

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

« future availability of credit and factors that may affect such availability,
including credit market conditions and our capital structure;

« delays and disruption in delivery of materials and services from suppliers;

* new business opportunities;

» cost reduction efforts and restructuring costs and savings and other
consequences thereof;

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

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

« the anticipated benefits of diversification and balance of operations across
product lines, regions and industries;

« the impact of the negotiation of collective bargaining agreements and labor
disputes;

» the outcome of legal proceedings and other contingencies;

« future repurchases of our common stock;

» pension plan assumptions and future contributions; and

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

In addition, our Annual Report on Form 10-K for 2011 includes important
information as to risks, uncertainties and other factors that may cause actual
results to differ materially from those expressed or implied in the forward-looking
statements. See the “Notes to Consolidated Financial Statements” under the
heading “Contingent Liabilities,” the section titled “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” under the headings
“Business Overview,” “Critical Accounting Estimates,” “Results of Operations,”
and “Liquidity and Financial Condition,” and the section titled “Risk Factors.” Our
Annual Report on Form 10-K for 2011 also includes important information as to
these factors in the “Business” section under the headings “General,”
“Description of Business by Segment” and “Other Matters Relating to Our
Business as a Whole,” and in the “Legal Proceedings” section. Additional
important information as to these factors is included in this 2011 Annual Report in
the section titled “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” under the headings “Environmental Matters” and
“Restructuring Costs.” The forward-looking statements speak only as of the date
of this report or, in the case of any document incorporated by reference, the date
of that document. We undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future events
or otherwise, except as required by applicable law. Additional information as to
factors that may cause actual results to differ materially from those expressed or
implied in the forward-looking statements are disclosed from time to time in our
other filings with the SEC.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

The management of UTC is responsible for establishing and maintaining adequate internal control over financial reporting. Internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external reporting purposes in
accordance with accounting principles generally accepted in the United States of America. Because of its inherent limitations, internal control over financial reporting may not
prevent or detect misstatements. Management has assessed the effectiveness of UTC's internal control over financial reporting as of December 31, 2011. In making its
assessment, management has utilized the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in its Internal Control-Integrated
Framework , released in 1992 . Management concluded that based on its assessment, UTC's internal control over financial reporting was effective as of December 31, 2011.
The effectiveness of UTC's internal control over financial reporting, as of December 31, 2011, has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, as stated in their report which is included herein.

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

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

Is/ Peter F. Longo
Peter F. Longo
Vice President, Controller
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TO THE BOARD OF DIRECTORS AND SHAREOWNERS OF UNITED
TECHNOLOGIES CORPORATION:

In our opinion, the accompanying consolidated balance sheets and the related
consolidated statements of operations, of cash flows and of changes in equity
present fairly, in all material respects, the financial position of United
Technologies Corporation and its subsidiaries at December 31, 2011 and
December 31, 2010, and the results of their operations and their cash flows for
each of the three years in the period ended December 31, 2011 in conformity
with accounting principles generally accepted in the United States of America.
Also in our opinion, the Corporation maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2011, based on
criteria established in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO).
The Corporation’s management is responsible for these financial statements, for
maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting
included in the accompanying Management’s Report on Internal Control Over
Financial Reporting. Our responsibility is to express opinions on these financial
statements and on the Corporation’s internal control over financial reporting
based on our integrated audits. We conducted our audits in accordance with the
standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material
misstatement and whether effective internal control over financial reporting was
maintained in all material respects. Our audits of the financial statements
included examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall
financial statement presentation. Our audit of internal control over financial
reporting included obtaining an understanding of internal control over financial
reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of

internal control based on the assessed risk. Our audits also included performing
such other procedures as we considered necessary in the circumstances. We
believe that our audits provide a reasonable basis for our opinions.

A corporation’s internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A corporation’s internal control over
financial reporting includes those policies and procedures that (i) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the corporation; (ii) provide
reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the corporation are
being made only in accordance with authorizations of management and directors
of the corporation; and (iii) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the
corporation’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may
not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

/sl PricewaterhouseCoopers LLP

Hartford, Connecticut
February 9, 2012
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CONSOLIDATED STATEMENT OF OPERATIONS

(Dollars in millions, except per share amounts; shares in millions) 2011 2010 2009
Net Sales:
Product sales $41,289 $38,641 $37,332
Service sales 16,901 15,685 15,093
58,190 54,326 52,425
Costs and Expenses:
Cost of products sold 31,026 28,956 28,905
Cost of services sold 11,127 10,458 9,956
Research and development 2,058 1,746 1,558
Selling, general and administrative 6,464 6,024 6,036
50,675 47,184 46,455
Other income, net 584 44 407
Operating profit 8,099 7,186 6,377
Interest expense, net 494 648 617
Income before income taxes 7,605 6,538 5,760
Income tax expense 2,231 1,827 1,581
Net income 5,374 4,711 4,179
Less: Non-controlling interest in subsidiaries’ earnings 395 338 350
Net income attributable to common shareowners $ 4,979 $ 4,373 $ 3,829
EARNINGS PER SHARE OF COMMON STOCK:
Basic $ 558 $ 482 $ 417
Diluted $ 5.49 $ 474 $ 412
Dividends Per Share of Common Stock $ 1.865 $ 1.700 $ 1.540
Weighted average number of shares outstanding:
Basic shares 892.3 907.9 917.4
Diluted shares 906.8 922.7 928.8

See accompanying Notes to Consolidated Financial Statements
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CONSOLIDATED BALANCE SHEET

(Dollars in millions, except per share amounts; shares in thousands) 2011 2010
ASSETS
Cash and cash equivalents $ 5,960 $ 4,083
Accounts receivable (net of allowance for doubtful accounts of $394 and $402) 9,546 8,925
Inventories and contracts in progress, net 7,797 7,766
Future income tax benefits, current 1,662 1,623
Other assets, current 793 1,113
Total Current Assets 25,758 23,510
Customer financing assets 1,035 1,118
Future income tax benefits 2,387 1,970
Fixed assets, net 6,201 6,280
Goodwill 17,943 17,721
Intangible assets, net 3,918 4,060
Other assets 4,210 3,834
Total Assets $ 61,452 $ 58,493
LIABILITIES AND EQUITY
Short-term borrowings $ 630 $ 116
Accounts payable 5,570 5,206
Accrued liabilities 12,287 12,247
Long-term debt currently due 129 163
Total Current Liabilities 18,616 17,732
Long-term debt 9,501 10,010
Future pension and postretirement benefit obligations 5,007 3,592
Other long-term liabilities 5,150 4,510
Total Liabilities 38,274 35,844
Commitments and contingent liabilities (Notes 4 and 17)
Redeemable non-controlling interest 358 317
Shareowners’ Equity:
Capital Stock:
Preferred Stock, $1 par value; 250,000 shares authorized; None issued or outstanding — —
Common Stock, $1 par value; 4,000,000 shares authorized; 1,400,212 and 1,393,297 shares issued 13,445 12,597
Treasury Stock—492,990 and 472,028 common shares at cost (19,410) (17,468)
Retained earnings 33,487 30,191
Unearned ESOP shares (152) (166)
Accumulated other comprehensive income (loss):
Foreign currency translation 206 366
Other (5,696) (4,135)
Total Accumulated other comprehensive loss (5,490) (3,769)
Total Shareowners’ Equity 21,880 21,385
Non-controlling interest 940 947
Total Equity 22,820 22,332
Total Liabilities and Equity $ 61,452 $ 58,493

See accompanying Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENT OF CASH FLOWS

(Dollars in millions) 2011 2010 2009
Operating Activities:
Net income attributable to common shareowners $ 4,979 $ 4,373 $ 3,829
Non-controlling interest in subsidiaries’ earnings 395 338 350
Net income 5,374 4,711 4,179
Adjustments to reconcile net income to net cash flows provided by operating activities:
Depreciation and amortization 1,347 1,356 1,258
Deferred income tax provision 331 413 451
Stock compensation cost 229 154 153
Change in:
Accounts receivable (729) (319) 955
Inventories and contracts in progress (314) (244) 695
Other current assets 7 a7) 3)
Accounts payable and accrued liabilities 618 1,105 (582)
Global pension contributions (551) (1,299) (1,270)
Other operating activities, net 278 46 (483)
Net cash flows provided by operating activities 6,590 5,906 5,353
Investing Activities:
Capital expenditures (983) (865) (826)
Increase in customer financing assets (42) (217) (a71)
Decrease in customer financing assets 92 162 80
Investments in businesses (357) (2,758) (703)
Dispositions of businesses 497 208 158
Other investing activities, net 86 283 358
Net cash flows used in investing activities (707) (3,187) (1,104)
Financing Activities:
Issuance of long-term debt 59 2,362 37
Repayment of long-term debt (616) (1,751) (1,012)
Increase (decrease) in short-term borrowings, net 556 (141) (762)
Common Stock issued under employee stock plans 226 386 342
Dividends paid on Common Stock (1,602) (1,482) (1,356)
Repurchase of Common Stock (2,175) (2,200) (1,100)
Other financing activities, net (453) (327) (340)
Net cash flows used in financing activities (4,005) (3,153) (4,191)
Effect of foreign exchange rate changes on cash and cash equivalents (1) 68 64
Net increase (decrease) in cash and cash equivalents 1,877 (366) 122
Cash and cash equivalents, beginning of year 4,083 4,449 4,327
Cash and cash equivalents, end of year $ 5,960 $ 4,083 $ 4,449
Supplemental Disclosure of Cash Flow Information:
Interest paid, net of amounts capitalized $ 642 $ 753 $ 704
Income taxes paid, net of refunds $1,432 $ 1,222 $ 1,396
Non-cash investing and financing activities include:
Contributions of UTC Common Stock to domestic defined benefit pension plans $ 450 $ 250 $ —

See accompanying Notes to Consolidated Financial Statements




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(Dollars in millions)

Comprehensive

Income (Loss)

Common Stock

BALANCE AT DECEMBER 31, 2008

$ 11,179

Comprehensive income (loss):

Net income

Redeemable non-controlling interest in subsidiaries’ earnings

Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments
Change in pension and post-retirement benefit plans, net of income taxes of $569
Unrealized gain on available-for-sale securities, net of income taxes of $66
Change in unrealized cash flow hedging, net of income taxes of $106

$ 4,179

1,023
1,073
99
255

Total other comprehensive income, net of tax

2,450

Comprehensive income

$ 6,629

Common Stock issued under employee plans (11.9 million shares), net of tax benefit of $50
Common Stock repurchased (19.1 million shares)

Dividends on Common Stock

Dividends on ESOP Common Stock

Dividends attributable to non-controlling interest

Redeemable non-controlling interest accretion

Purchase of subsidiary shares from non-controlling interest

Acquired non-controlling interest

Other changes in non-controlling interest

634

(67)

BALANCE AT DECEMBER 31, 2009

$ 11,746

Comprehensive income (loss):

Net income

Redeemable non-controlling interest in subsidiaries’ earnings

Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments
Change in pension and post-retirement benefit plans, net of tax benefit of $224
Unrealized gain on available-for-sale securities, net of income taxes of $61
Change in unrealized cash flow hedging, net of tax benefit of $18

$ 4,711

(18)
(336)

96

(29)

Total other comprehensive loss, net of tax

(287)

Comprehensive income

$ 4,424

Common Stock issued under employee plans (11.8 million shares), net of tax benefit of $94
Common Stock contributed to defined benefit pension plans (3.8 million shares)

Common Stock repurchased (31.0 million shares)

Dividends on Common Stock

Dividends on ESOP Common Stock

Dividends attributable to non-controlling interest

Redeemable non-controlling interest accretion

Purchase of subsidiary shares from non-controlling interest

Sale of subsidiary shares in non-controlling interest

Other changes in non-controlling interest

746
117

(12

BALANCE AT DECEMBER 31, 2010

$ 12,597

Comprehensive income (loss):

Net income

Redeemable non-controlling interest in subsidiaries’ earnings

Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments
Change in pension and post-retirement benefit plans, net of tax benefit of $796
Unrealized gain on available-for-sale securities, net of income taxes of $21
Change in unrealized cash flow hedging, net of tax benefit of $36

$ 5,374

(163)
(1,485)

(106)

Total other comprehensive loss, net of tax

(1,724)

Comprehensive income

Common Stock issued under employee plans (7.2 million shares), net of tax benefit of $81
Common Stock contributed to defined benefit pension plans (5.7 million shares)
Common Stock repurchased (26.9 million shares)

Dividends on Common Stock

Dividends on ESOP Common Stock

Dividends attributable to non-controlling interest

Redeemable non-controlling interest accretion

Purchase of subsidiary shares from non-controlling interest

Sale of subsidiary shares in non-controlling interest

Other changes in non-controlling interest

$ 3,650

672
227

(64)

BALANCE AT DECEMBER 31, 2011

$ 13,445

See accompanying Notes to Consolidated Financial Statements
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SHAREOWNERS' EQUITY

Accumulated
Other
Unearned Comprehensive
Treasury Retained ESOP Total Redeemable
Stock Earnings Shares Income (Loss) Non-controlling Interest Equity Non-controlling Interest
$(14,316) $ 25,034 $  (200) $ (5,934) $ 918 $16,681 $ 245
3,829 350 4,179
a7) 7) 17
1,020 8 1,028 (5)
1,073 1,073
99 99
255 255
8 (43) 19 618
(1,100) (1,100)
(1,356) (1,356)
(59) (59)
(329) (329) 7)
9 (9) 9
(25) (92) (3)
36 36 143
(8) (8)
$(15,408) $ 27,396 $  (181) $ (3,487) $ 933 $20,999 $ 389
4,373 338 4,711
(24) (24) 24
(13) = (13) (5)
(336) (336)
96 96
(29) (29)
7 (43) 15 725
133 250
(2,200) (2,200)
(1,482) (1,482)
(62) (62)
(338) (338) (19)
9 9 9)
(12) (24) (65)
38 38
12 12 2
$(17,468) $ 30,191 $  (166) $ (3,769) $ 947 $22,332 $ 317
4,979 395 5,374
(25) (25) 25
(160) (6) (166) 3
(1,485) (1,485)
30 30
(106) (106)
10 9) 14 687
223 450
(2,175) (2,175)
(1,602) (1,602)
(63) (63)
(363) (363) (15)
(9) (9) 9
(19) (73) ()
23 26 —
(12) (12) 21
$(19,410) $ 33,487 $  (152) $ (5,490) $ 940 $22,820 $ 358
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF ACCOUNTING PRINCIPLES

The preparation of financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenues
and expenses. Actual results could differ from those estimates. Certain
reclassifications have been made to prior year amounts to conform to current
year presentation.

Consolidation. The Consolidated Financial Statements include the accounts of
United Technologies Corporation (UTC) and its controlled subsidiaries.
Intercompany transactions have been eliminated.

Cash and Cash Equivalents. Cash and cash equivalents includes cash on hand,
demand deposits and short-term cash investments that are highly liquid in nature
and have original maturities of three months or less.

On occasion, we are required to maintain cash deposits with certain banks with
respect to contractual obligations related to acquisitions or divestitures or other
legal obligations. As of December 31, 2011 and 2010, the amount of such
restricted cash was approximately $37 million and $75 million, respectively. At
both December 31, 2011 and 2010, all restricted cash is included in current
assets.

Accounts Receivable. Current and long-term accounts receivable include
retainage of $154 million and $165 million and unbilled receivables of $1,060
million and $862 million as of December 31, 2011 and 2010, respectively.

Retainage represents amounts that, pursuant to the applicable contract, are not
due until project completion and acceptance by the customer. Unbilled
receivables represent revenues that are not currently billable to the customer
under the terms of the contract. These items are expected to be collected in the
normal course of business. Long-term accounts receivable are included in Other
assets in the Consolidated Balance Sheet.

Marketable Equity Securities. Equity securities that have a readily determinable
fair value and that we do not intend to trade are classified as available-for-sale
and carried at fair value. Unrealized holding gains and losses are recorded as a
separate component of shareowners’ equity, net of deferred income taxes.

Inventories and Contracts in Progress. Inventories and contracts in progress are
stated at the lower of cost or estimated realizable value and are primarily based
on first-in, first-out (FIFO) or average cost methods; however, certain Carrier
entities use the last-in, first-out (LIFO) method. If inventories that were valued
using the LIFO method had been valued under the FIFO method, they would
have been higher by $144 million and $137 million at December 31, 2011 and
2010, respectively.

Costs accumulated against specific contracts or orders are at actual cost.
Inventory in excess of requirements for contracts and current or anticipated
orders have been reserved as

appropriate. Manufacturing costs are allocated to current production and firm
contracts.

Fixed Assets. Fixed assets are stated at cost. Depreciation is recorded over the
fixed assets’ useful lives using the straight-line method.

Goodwill and Intangible Assets. Goodwill represents costs in excess of fair values
assigned to the underlying net assets of acquired businesses. Goodwill and
intangible assets deemed to have indefinite lives are not amortized. Goodwill and
indefinite-lived intangible assets are subject to annual impairment testing using
the guidance and criteria described in the Intangibles — Goodwill and Other Topic
of the FASB ASC. This testing compares carrying values to fair values and, when
appropriate, the carrying value of these assets is reduced to fair value. We early
adopted the FASB ASU No. 2011-08, “Testing Goodwill for Impairment,” in
connection with the performance of our annual goodwill impairment test. Under
ASU 2011-08, entities are provided with the option of first performing a qualitative
assessment on none, some, or all of its reporting units to determine whether
further quantitative impairment testing is necessary. An entity may also bypass
the qualitative assessment for any reporting unit in any period and proceed
directly to the quantitative impairment test. During 2011, 2010, and 2009, we
were not required to record any significant impairments to the carrying value of
goodwill or indefinite-lived intangible assets.

Intangible assets consist of service portfolios, patents and trademarks, customer
relationships and other intangible assets. Useful lives of finite-lived intangible
assets are estimated based upon the nature of the intangible asset and the
industry in which the intangible asset is used. Estimated useful lives of service
portfolios generally range from 5 to 30 years. Estimated useful lives of patents
and finite-lived trademarks generally range from 3 to 40 years. Estimated useful
lives of customer relationships and other assets generally range from 2 to 32
years. These intangible assets are amortized based on the pattern in which the
economic benefits of the intangible assets are consumed. If a pattern of
economic benefit cannot be reliably determined, a straight-line amortization
method is used. Included within other intangible assets are commercial
aerospace payments made to secure certain contractual rights to provide product
on new aircraft platforms. Payments made on these contractual commitments are
to be amortized as the related units are delivered.

Other Long-Lived Assets. We evaluate the potential impairment of other long-
lived assets when appropriate. If the carrying value of other long-lived assets
exceeds the sum of the undiscounted expected future cash flows, the carrying
value is written down to fair value. During the years ended December 31, 2011
and 2010, we had certain non-recurring measurements resulting in impairment
charges of $66 million and $245 million, respectively. See Note 13 to the
Consolidated Financial Statements for additional information.

Income Taxes. In the ordinary course of business there is inherent uncertainty in
guantifying our income tax positions.
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We assess our income tax positions and record tax benefits for all years subject
to examination based upon management'’s evaluation of the facts, circumstances,
and information available at the reporting date. For those tax positions where it is
more-likely-than-not that a tax benefit will be sustained, we have recorded the
largest amount of tax benefit with a greater than 50% likelihood of being realized
upon ultimate settlement with a taxing authority that has full knowledge of all
relevant information. For those income tax positions where it is not more-likely-
than-not that a tax benefit will be sustained, no tax benefit has been recognized
in the financial statements. Where applicable, associated interest expense has
also been recognized. We recognize accrued interest related to unrecognized tax
benefits in interest expense. Penalties, if incurred, would be recognized as a
component of income tax expense.

Revenue Recognition. Sales under government and commercial fixed-price
contracts and government fixed-price-incentive contracts are recorded at the time
deliveries are made or, in some cases, on a percentage-of-completion basis.
Sales under cost-reimbursement contracts are recorded as work is performed.
Sales for elevators, escalators, installation and modernization contracts are
accounted for under the percentage-of-completion method.

Losses, if any, on long-term contracts are provided for when anticipated. Loss
provisions on original equipment contracts are recognized to the extent that
estimated inventoriable manufacturing, engineering, product warranty and
product performance guarantee costs, as appropriate, exceed the projected
revenue from the products contemplated under the contractual arrangement. For
new commitments, we generally record loss provisions at the earlier of contract
announcement or contract signing except for certain requirements contracts
under which losses are recorded upon receipt of the purchase order. For existing
commitments, anticipated losses on contracts are recognized in the period in
which losses become evident. Products contemplated under contractual
arrangement include products purchased under contract and, in the large
commercial engine business, future highly probable sales of replacement parts
required by regulation that are expected to be purchased subsequently for
incorporation into the original equipment. Revenue projections used in
determining contract loss provisions are based upon estimates of the quantity,
pricing and timing of future product deliveries. Losses are generally recognized
on shipment to the extent that inventoriable manufacturing costs, estimated
warranty costs and product performance guarantee costs, as appropriate, exceed
revenue realized. Contract accounting requires estimates of future costs over the
performance period of the contract as well as estimates of award fees and other
sources of revenue. These estimates are subject to change and result in
adjustments to margins on contracts in progress. The extent of progress toward
completion on our long-term commercial aerospace equipment and helicopter
contracts is measured using units of delivery. In addition, we use the cost-to-cost
method for elevator and escalator sales, installation and modernization contracts
in the commercial

businesses. For long-term aftermarket contracts, revenue is recognized over the
contract period in proportion to the costs expected to be incurred in performing
services under the contract. We review our cost estimates on significant contracts
on a quarterly basis, and for others, no less frequently than annually or when
circumstances change and warrant a modification to a previous estimate. We
record changes in contract estimates using the cumulative catch-up method in
accordance with the Revenue Recognition Topic of the FASB ASC.

Service sales, representing aftermarket repair and maintenance activities, are
recognized over the contractual period or as services are performed. In the
commercial businesses, revenue is generally recognized on a straight line basis.
In the aerospace businesses, revenue is generally recognized in proportion to
cost.

Sales generated from engine programs, spare parts sales, and aftermarket
business under collaboration arrangements are recorded as earned in our
financial statements. Amounts attributable to our collaborative partners for their
share of revenues are recorded as an expense in our financial statements based
upon the terms and nature of the arrangement. Costs associated with engine
programs under collaborative arrangements are expensed as incurred. Under
these arrangements, collaborators contribute their program share of engine parts,
incur their own production costs and make certain payments to Pratt & Whitney
for shared or joint program costs. The reimbursement of a collaborator’s share of
program costs is recorded as a reduction of the related expense item at that time.

Research and Development. Research and development costs not specifically
covered by contracts and those related to the company sponsored share of
research and development activity in connection with cost-sharing arrangements
are charged to expense as incurred. Government research and development
support, not associated with specific contracts, is recorded as a reduction to
research and development expense in the period earned. Repayment, if any, is in
the form of future royalties and is conditioned upon the achievement of certain
financial targets.

Research and development costs incurred under contracts with customers are
included as a contract cost and reported as a component of cost of products sold
when revenue from such contracts is recognized.

Foreign Exchange and Hedging Activity. We conduct business in many different
currencies and, accordingly, are subject to the inherent risks associated with
foreign exchange rate movements. The financial position and results of
operations of substantially all of our foreign subsidiaries are measured using the
local currency as the functional currency. Foreign currency denominated assets
and liabilities are translated into U.S. Dollars at the exchange rates existing at the
respective balance sheet dates, and income and expense items are translated at
the average exchange rates during the respective periods. The aggregate effects
of translating the
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balance sheets of these subsidiaries are deferred as a separate component of
shareowners’ equity.

We have used derivative instruments, including swaps, forward contracts and
options, to help manage certain foreign currency, interest rate and commodity
price exposures. Derivative instruments are viewed as risk management tools by
us and are not used for trading or speculative purposes. Derivatives used for
hedging purposes may be designated and effective as a hedge of the identified
risk exposure at the inception of the contract.

All derivative instruments are recorded on the balance sheet at fair value.
Derivatives used to hedge foreign-currency-denominated balance sheet items are
reported directly in earnings along with offsetting transaction gains and losses on
the items being hedged. Derivatives used to hedge forecasted cash flows
associated with foreign currency commitments or forecasted commodity
purchases may be accounted for as cash flow hedges, as deemed appropriate.
Gains and losses on derivatives designated as cash flow hedges are recorded in
other comprehensive income and reclassified to earnings in a manner that
matches the timing of the earnings impact of the hedged transactions. The
ineffective portion of all hedges, if any, is recognized currently in earnings.

Additional information pertaining to foreign currency forward contracts is included
in Note 13 to the Consolidated Financial Statements.

Environmental. Environmental investigatory, remediation, operating and
maintenance costs are accrued when it is probable that a liability has been
incurred and the amount can be reasonably estimated. The most likely cost to be
incurred is accrued based on an evaluation of currently available facts with
respect to each individual site, including existing technology, current laws and
regulations and prior remediation experience. Where no amount within a range of
estimates is more likely, the minimum is accrued. For sites with multiple
responsible parties, we consider our likely proportionate share of the anticipated
remediation costs and the ability of the other parties to fulfill their obligations in
establishing a provision for those costs. Liabilities with fixed or reliably
determinable future cash payments are discounted. Accrued environmental
liabilities are not reduced by potential insurance reimbursements.

Asset Retirement Obligations. We record the fair value of legal obligations
associated with the retirement of tangible long-lived assets in the period in which
it is determined to exist, if a reasonable estimate of fair value can be made. Upon
initial recognition of a liability, we capitalize the cost of the asset retirement
obligation by increasing the carrying amount of the related long-lived asset. Over
time, the liability is increased for changes in its present value and the capitalized
cost is depreciated over the useful life of the related asset. We have determined
that conditional legal obligations exist for certain of our worldwide owned and
leased facilities related primarily to building materials. As of December 31,

2011 and 2010, the outstanding liability for asset retirement obligations was $164
million and $189 million, respectively.

Pension and Postretirement Obligations. Guidance under the Compensation—
Retirement Benefits Topic of the FASB ASC requires balance sheet recognition
of the overfunded or underfunded status of pension and postretirement benefit
plans. Under this guidance, actuarial gains and losses, prior service costs or
credits, and any remaining transition assets or obligations that have not been
recognized under previous accounting standards must be recognized in other
comprehensive income, net of tax effects, until they are amortized as a
component of net periodic benefit cost.

NOTE 2: BUSINESS ACQUISITIONS, DISPOSITIONS, GOODWILL AND
INTANGIBLE ASSETS

Business Acquisitions and Dispositions. Our investments in businesses in 2011,
2010 and 2009 totaled $372 million (including debt assumed of $15 million), $2.8
billion (including debt assumed of $39 million) and $703 million, respectively.

Our 2011 investments consisted of a number of smaller acquisitions in both the
aerospace and commercial businesses. As a result of Sikorsky’s contribution of a
business into a new venture in the United Arab Emirates, we recognized a gain of
approximately $73 million in the second quarter of 2011.

In November 2011, Carrier formed a venture controlled by Midea Group of China
(Midea) for the manufacture and distribution of heating, ventilating, and air-
conditioning (HVAC) products in Brazil, Argentina, and Chile. The venture is
comprised of Carrier's existing HVAC operations in the three countries and
Midea’s distribution entity. Midea owns 51% of the venture and Carrier 49%. This
joint venture strengthens Carrier’s global strategic relationship with Midea and
expands the manufacturing and distribution of residential and light commercial
HVAC systems in Brazil, Argentina, and Chile. Carrier recognized a gain of
approximately $80 million in 2011 as a result of this transaction.

On October 12, 2011, Pratt & Whitney and Rolls-Royce plc (Rolls-Royce), a
participant in the IAE collaboration, announced an agreement to restructure their
interests in IAE. Under the terms of the agreement, Rolls-Royce will sell its
interests in IAE and license its V2500 intellectual property in IAE to Pratt &
Whitney for $1.5 billion plus an agreed payment contingent on each hour flown by
V2500-powered aircraft in service at the closing date during the fifteen year
period following closing of the transaction. Consummation of this restructuring is
subject to regulatory approvals and other closing conditions. The acquisition of
the additional interests in IAE will give Pratt & Whitney a controlling interest with
approximately 66% ownership. Upon closing, we anticipate Pratt & Whitney will
begin consolidating IAE. The acquisition of the additional interests in IAE and the
intellectual property licenses will be reflected as intangible assets and amortized
in relation to the economic benefits received over the projected remaining life of
the V2500 program.
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Also, on October 12, 2011, Pratt & Whitney and Rolls-Royce announced an
agreement to form a new joint venture, in which each will hold an equal share, to
develop new engines to power the next generation of 120 to 230 passenger mid-
size aircraft that will replace the existing fleet of mid-size aircraft currently in
service or in development. With this new joint venture, Pratt & Whitney and Rolls-
Royce will focus on high-bypass ratio geared turbofan technology as well as
collaborate on future studies of next generation propulsion systems. Pursuant to
the agreement, the formation of this new venture is subject to regulatory
approvals and other closing conditions, including completion of the restructuring
of the parties’ interests in IAE. We expect the restructuring of the parties’
interests in IAE to be completed in mid-2012. The closing of the new joint venture
may take a substantially longer period of time to complete.

On September 21, 2011, we announced an agreement to acquire Goodrich
Corporation (Goodrich), a global supplier of systems and services to the
aerospace and defense industry with 2010 sales of $7 billion. Under the terms of
the agreement, Goodrich shareholders will receive $127.50 in cash for each
share of Goodrich common stock they own at the time of the closing of the
transaction. This equates to a total estimated enterprise value of $18.4 billion,
including $1.9 billion in net debt to be assumed. We expect to finance the total
$16.5 billion to be paid to Goodrich shareholders at the closing of the acquisition
through a combination of short and long term debt, equity issuance and cash. We
intend to maintain our strong existing credit rating and minimize future share
count dilution on earnings per share by targeting the equity component to
comprise no more than 25% of the total financing (excluding the amount of
Goodrich net debt to be assumed). We are also evaluating the potential
disposition of a number of our non-core businesses to generate cash and
minimize the level of future debt or equity issuances. The transaction is subject to
customary closing conditions, including regulatory approvals and Goodrich
shareholder approval. We expect that this acquisition will close in mid-2012.
Goodrich products include aircraft nacelles and interior systems, actuation and
landing systems, and electronic systems. Once the acquisition is complete,
Goodrich and Hamilton Sundstrand will be combined to form a new segment
named UTC Aerospace Systems. This segment and our Pratt & Whitney
segment will be separately reportable segments although they will both be
included within the UTC Propulsion & Aerospace Systems organizational
structure. We expect the increased scale, financial strength and complementary
products of the new combined business will strengthen our position in the
aerospace and defense industry. Further, we expect that this acquisition will
enhance our ability to support our customers with more integrated systems.

During 2011, we recorded other-than-temporary impairment charges totaling $66
million on an equity investment held by UTC Fire & Security, in order to write-
down our investment to market value as of December 31, 2011. This impairment
is recorded within “Other income, net” on our Consolidated Statement of
Operations.

On March 1, 2010, we completed the acquisition of the GE Security business for
approximately $1.8 billion, including debt assumed of $32 million. The GE
Security business supplies security and fire safety technologies for commercial
and residential applications through a broad product portfolio that includes fire
detection and life safety systems, intrusion alarms, and video surveillance and
access control systems. This business, which has been integrated into our UTC
Fire & Security segment, enhanced UTC Fire & Security’s geographic diversity
through GE Security’s strong North American presence, while increasing total
product and technology offerings. In connection with the acquisition of GE
Security, we recorded approximately $600 million of identifiable intangible assets
and $1.1 billion of goodwill. The goodwill recorded reflects synergies expected to
be realized through the combination of GE Security’s products, resources and
management talent with those of the existing UTC Fire & Security business to
enhance competitiveness, accelerate the development of certain product
offerings, drive improved operational performance and secure additional service
channels. Additionally, the combined business has provided the opportunity for
significant improvements to the cost structure through the rationalization of
general and administrative expenditures as well as research and development
efforts.

During 2010, we completed the acquisition of Clipper Windpower Plc (Clipper), a
publicly-held California-based wind turbine manufacturer. This investment is
intended to expand our power generation portfolio and allow us to enter the wind
power market by leveraging our expertise in blade technology, turbines and
gearbox design. In the first half of 2010, we acquired a 49.9% equity stake in
Clipper. In December 2010, we completed the acquisition of all the remaining
shares of Clipper. The total cost of our investment in Clipper is approximately
$385 million. In connection with this transaction, we recorded approximately $650
million of goodwill and identifiable intangible assets. Prior to the December 2010
purchase of the remaining shares of Clipper, we accounted for this investment
under the equity method of accounting. During the quarter ended September 30,
2010, we recorded a $159 million other-than-temporary impairment charge on our
investment in Clipper, in order to write-down our investment to market value as of
September 30, 2010. This impairment is recorded within “Other income, net” on
our Consolidated Statement of Operations. In December 2010, as a result of the
acquisition of a controlling interest and the remaining shares of Clipper, we
recorded a $21 million gain from the re-measurement to fair value of our
previously held equity interest. The financial results of Clipper are included within
the “Eliminations and other” category in the segment financial data in Note 18 to
the Consolidated Financial Statements.

During 2010, we recorded approximately $86 million of asset impairment
charges, for assets that have met the “held-for-sale” criteria, related to disposition
activity within both Carrier and Hamilton Sundstrand. These asset impairment
charges are recorded within Cost of products sold on our Consolidated Statement
of Operations. The asset
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impairment charges consist of an approximately $58 million charge associated
with Carrier’s ongoing portfolio transformation to a higher returns business and
an approximately $28 million charge at Hamilton Sundstrand related to the
disposition of an aerospace business as part of Hamilton Sundstrand’s efforts to
implement low cost sourcing initiatives.

In August 2009, we completed the acquisition of the remaining 71% interest in
GST Holdings Limited (GST), a fire alarm provider in China, for approximately
$250 million bringing our total investment in GST to approximately $360 million.
We recorded over $200 million of goodwill and approximately $100 million of
identified intangible assets in connection with GST. With the acquisition of the
remaining 71% of GST, UTC Fire & Security further strengthened its presence in
the Chinese fire safety industry.

In July 2009, Carrier and Watsco, Inc. (Watsco) formed Carrier Enterprise, LLC, a
joint venture to distribute Carrier, Bryant, Payne and Totaline residential and light
commercial HVAC products in the U.S. sunbelt region and selected territories in
the Caribbean and Latin America. As part of the transaction, Carrier contributed
its distribution businesses located in these regions into the new venture. In
consideration of its contribution, Carrier received approximately 3 million shares
of common stock of Watsco and a 40% non-controlling interest in the new
venture, which included a business contributed by Watsco. Watsco owns a 60%
interest in the venture with options to purchase an additional 20% interest from
Carrier in future years. Carrier recognized a gain of approximately $60 million in
2009 as a result of its contribution of the majority of its U.S. residential sales and
distribution businesses in this new venture.

The assets and liabilities of acquired businesses are accounted for under the
purchase method of accounting and recorded at their fair values at the dates of
acquisition. The excess of the purchase price over the estimated fair values of
the net assets acquired was recorded as an increase in goodwill of $432 million
in 2011, $1.7 billion in 2010, and $630 million in 2009. The results of operations
of acquired businesses have been included in the Consolidated Statement of
Operations beginning as of the effective date of acquisition.

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

Goodwill Foreign | Balance as of
Balance as of resulting from currency
translation |December 31,
(Dollars in January 1, business
millions) 2011 combinations and other 2011
Otis $ 1,470 | $ 62 | $ @16)($ 1,516
Carrier 3,171 52 (121) 3,102
UTC Fire &
Security 6,646 58 (48) 6,656
Pratt &
Whitney 1,224 — (1) 1,223
Hamilton
Sundstr 4,491 (8) (8) 4,475
Sikorsky 330 24 (6) 348
Total
Segmer 17,332 188 (200) 17,320
Eliminations
and
other 389 244 (10) 623
Total $ 17,721 $ 432 $  (210)[3$ 17,943

For 2011, we recorded an additional $244 million of goodwill, reflected within
“Eliminations and other” in the above table, related to the finalization of purchase
accounting associated with the December 2010 acquisition of Clipper.

Intangible Assets. Identifiable intangible assets are comprised of the following:

2011 2010
Accumulated Accumulated
(Dollars in Gross Gross
millions) Amount Amortization Amount Amortization
Amortized:
Service
portfolios $ 2,036 $ (1,060) $ 1,950 $ (942)
Patents and
tradema 463 (183) 441 (153)
Other,
principally
customer
relationships 3,329 (1,429) 3,229 (1,222)
5,828 (2,672) 5,620 (2,317)
Unamortized:
Trademarks
and
other 762 — 757 —
Total $ 6,590 $ (2,672) $ 6,377 $ (2,317)

Amortization of intangible assets in 2011 and 2010 was $398 million and $387
million, respectively. Amortization of these intangible assets for 2012 through
2016 is expected to approximate $325 million per year.

NOTE 3: EARNINGS PER SHARE

(Dollars in millions, except per share
amounts; shares in millions) 2011 2010 2009
Net income attributable to common

shareowners $4,979 $4,373 $3,829
Basic weighted average shares

outstanding 892.3 907.9 917.4
Stock awards 14.5 14.8 11.4
Diluted weighted average shares

outstanding 906.8 922.7 928.8
Earnings Per Share of Common Stock:

Basic $ 5.58 $ 4.82 $ 4.17

Diluted $ 5.49 $ 4.74 $ 4.12

The computation of diluted earnings per share excludes the effect of the potential
exercise of stock awards, including stock appreciation rights and stock options
when the average market price of the common stock is lower than the exercise
price of the related stock awards during the period. These outstanding stock
awards are not included in the computation of diluted earnings per share because
the effect would have been anti-dilutive. For 2011, there were no anti-dilutive
stock awards excluded from the computation. For 2010 and 2009, the number of
stock awards excluded from the computation was 11.4 million and 20.2 million,

respectively.

NOTE 4: COMMERCIAL AEROSPACE INDUSTRY ASSETS AND

COMMITMENTS

We have receivables and other financing assets with commercial aerospace
industry customers totaling $3,736 million and $3,384 million at December 31,
2011 and 2010, respectively. Customer financing assets related to

39




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

commercial aerospace industry customers consist of products under lease of
$665 million and notes and leases receivable of $365 million. The notes and
leases receivable are scheduled to mature as follows: $37 million in 2012, $57
million in 2013, $26 million in 2014, $30 million in 2015, $30 million in 2016, and
$185 million thereafter.

Financing commitments, in the form of secured debt, guarantees or lease
financing, are provided to commercial aerospace customers. The extent to which
the financing commitments will be utilized is not currently known, since customers
may be able to obtain more favorable terms from other financing sources. We
may also arrange for third-party investors to assume a portion of these
commitments. If financing commitments are exercised, debt financing is generally
secured by assets with fair market values equal to or exceeding the financed
amounts with interest rates established at the time of funding. We may also lease
aircraft and subsequently sublease the aircraft to customers under long-term non-
cancelable operating leases. In some instances, customers may have minimum
lease terms that result in sublease periods shorter than our lease obligation.
Lastly, we have made residual value and other guarantees related to various
commercial aerospace customer financing arrangements. The estimated fair
market values of the guaranteed assets equal or exceed the value of the related
guarantees, net of existing reserves. We also have other contractual
commitments, including commitments to secure certain contractual rights to
provide product on new aircraft platforms. Payments made on these contractual
commitments are included within other intangible assets and are to be amortized
as the related units are delivered.

Our commercial aerospace financing and other contractual commitments as of
December 31, 2011 were $2,270 million and are exercisable as follows: $131
million in 2012, $252 million in 2013, $427 million in 2014, $206 million in 2015,
$368 million in 2016, and $886 million thereafter. Our financing obligations with
customers are contingent upon maintenance of certain levels of financial
condition by the customers. In addition, we have residual value and other
guarantees of $323 million as of December 31, 2011.

We have long-term aftermarket maintenance contracts with commercial
aerospace industry customers for which revenue is recognized in proportion to
actual costs incurred relative to total expected costs to be incurred over the
respective contract periods. Billings, however, are typically based on factors such
as engine flight hours. The timing differences between the billings and the
maintenance costs incurred generates both deferred assets and deferred
revenues. Deferred assets under these long-term aftermarket contracts totaled
$235 million and $290 million at December 31, 2011 and 2010, respectively, and
are included in Other assets in the accompanying Consolidated Balance Sheets.
Deferred revenues generated totaled $1,708 million and $1,474 million at
December 31, 2011 and 2010, respectively, and are included in Accrued liabilities
and Other long-term liabilities in the accompanying Consolidated Balance Sheet.

As of December 31, 2011, we held a 33% interest in IAE, an international
consortium of four shareholders organized to support the V2500 commercial
aircraft engine program. Our interest in IAE is accounted for under the equity
method of accounting. IAE may offer customer financing in the form of
guarantees, secured debt or lease financing in connection with V2500 engine
sales. At December 31, 2011, IAE had financing commitments of $728 million
and asset value guarantees of $50 million. Our share of IAE’s financing
commitments and asset value guarantees was approximately $252 million at
December 31, 2011. In addition, IAE had lease obligations under long-term non-
cancelable leases of approximately $211 million, on an undiscounted basis,
through 2020 related to aircraft, which are subleased to customers under long-
term leases. These aircraft have fair market values, which approximate the
financed amounts, net of reserves. The shareholders of IAE have guaranteed
IAE’s financing arrangements to the extent of their respective ownership
interests. In the event of default by a shareholder on certain of these financing
arrangements, the other shareholders would be proportionately responsible.

Reserves related to aerospace receivables and financing assets were $169
million and $133 million at December 31, 2011 and 2010, respectively. Reserves
related to financing commitments and guarantees were $73 million and $38
million at December 31, 2011 and 2010, respectively.

NOTE 5: INVENTORIES & CONTRACTS IN PROGRESS

(Dollars in millions) 2011 2010
Raw materials $ 1,321 $ 1,221
Work-in-process 3,175 3,259
Finished goods 3,078 3,026
Contracts in progress 6,899 6,340
14,473 13,846
Less:

Progress payments, secured by lien, on
U.S. Government contracts (422) (275)
Billings on contracts in progress (6,254) (5,805)
$ 7,797 $ 7,766

Raw materials, work-in-process and finished goods are net of valuation reserves
of $884 million and $799 million as of December 31, 2011 and 2010, respectively.
As of December 31, 2011 and 2010, inventory also includes capitalized contract
development costs of $776 million and $804 million, respectively, related to
certain aerospace programs. These capitalized costs will be liquidated as
production units are delivered to the customer. The capitalized contract
development costs within inventory principally relate to capitalized costs on
Sikorsky’s CH-148 contract with the Canadian government. The CH-148 is a
derivative of the H-92, a military variant of the S-92.

Contracts in progress principally relate to elevator and escalator contracts and
include costs of manufactured components, accumulated installation costs and
estimated earnings on incomplete contracts.
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Our sales contracts in many cases are long-term contracts expected to be
performed over periods exceeding twelve months. At both December 31, 2011
and 2010, approximately 75% of total inventories and contracts in progress have
been acquired or manufactured under such long-term contracts, a portion of
which is not scheduled for delivery within the next twelve months.

NOTE 6: FIXED ASSETS

Estimated
(Dollars in millions) Useful Lives 2011 2010
Land $ 335 $ 342
Buildings and
improvements 12-40 years 4,885 4,908
Machinery, tools and
equipment 3-20 years 9,994 10,010
Other, including under
construction 766 654
15,980 15,914
Accumulated
depreciation (9,779) (9,634)
$ 6,201 $ 6,280

Depreciation expense was $890 million in 2011, $900 million in 2010 and $852
million in 2009.

NOTE 7: ACCRUED LIABILITIES

(Dollars in millions) 2011 2010
Advances on sales contracts and service
billings $ 5,028 $ 5,203
Accrued salaries, wages and employee
benefits 1,910 1,918
Service and warranty accruals 702 449
Income taxes payable 547 504
Litigation and contract matters 535 577
Interest payable 325 294
Accrued restructuring costs 248 358
Accrued workers compensation 215 210
Accrued property, sales and use taxes 197 209
Other 2,580 2,525
$12,287 $12,247

NOTE 8: BORROWINGS AND LINES OF CREDIT

(Dollars in millions) 2011 2010

Short-term borrowings:

Commercial paper $455 $ —
Other borrowings 175 116
Total short-term borrowings $630 $116

The weighted-average interest rates applicable to short-term borrowings
outstanding at December 31, 2011 and 2010 were 1.5% and 6.3%, respectively.

The decline in the weighted-average interest rates for short-term borrowings was

due to the commercial paper borrowings outstanding at December 31, 2011,
which carry favorable interest rates. At December 31, 2011, approximately $1.3
billion was available under short-term lines of credit with local banks at our
various domestic and international subsidiaries. In November 2011, our
maximum commercial paper borrowing authority

was increased from $3 billion to $4 billion. We generally use our commercial
paper borrowings for general corporate purposes, including the funding of
potential acquisitions and repurchases of our common stock.

At December 31, 2011, we had revolving credit agreements with various banks
permitting aggregate borrowings of up to $4.0 billion pursuant to a $2.0 billion
revolving credit agreement and a $2.0 billion multicurrency revolving credit
agreement, both of which expire in November 2016. These revolving credit
agreements were signed on November 4, 2011 and replaced our previous
revolving credit agreements executed in 2010 which had permitted aggregate
borrowings of up to $3.0 billion. As of December 31, 2011, there were no
borrowings under either of these revolving credit agreements. The undrawn
portions of our revolving credit agreements are also available to serve as backup
facilities for the issuance of commercial paper.

On November 8, 2011, we entered into a bridge credit agreement with various
financial institutions that provides for a $15 billion unsecured bridge loan facility,
available to pay a portion of the cash consideration for the Goodrich acquisition,
and to finance certain related transactions and pay related fees and expenses.
Any funding under the bridge credit agreement would occur substantially
concurrently with the consummation of the Goodrich acquisition, subject to
customary conditions for acquisition financings of this type. Any loans made
pursuant to the bridge credit agreement would mature on the date that is 364
days after the funding date.

Our long-term debt consists of the following:

(Dollars in millions) 2011 2010
6.100% notes due 2012* $ — $ 500
4.875% notes due 2015* 1,200 1,200
5.375% notes due 2017* 1,000 1,000
6.125% notes due 2019* 1,250 1,250
8.875% notes due 2019 272 272
4.500% notes due 2020* 1,250 1,250
8.750% notes due 2021 250 250
6.700% notes due 2028 400 400
7.500% notes due 2029* 550 550
5.400% notes due 2035* 600 600
6.050% notes due 2036* 600 600
6.125% notes due 2038* 1,000 1,000
5.700% notes due 2040* 1,000 1,000
Project financing obligations 127 141
Other (including capitalized leases) 131 160

Total long-term debt 9,630 10,173

Less current portion (129) (163)

Long-term portion $9,501 $10,010

* We may redeem the above notes, in whole or in part, at our option at any time
at a redemption price in U.S. Dollars equal to the greater of 100% of the
principal amount of the notes to be redeemed or the sum of the present values
of the remaining scheduled payments of principal and interest on the notes to
be redeemed, discounted to the redemption date on a semiannual basis at the
adjusted treasury rate plus 10-50 basis points. The redemption price will also
include interest accrued to the date of redemption on the principal balance of
the notes being redeemed.
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In December 2011, we redeemed the entire $500 million outstanding principal
amount of our 6.100% notes that would otherwise have been due May 15, 2012.
In February 2010, we issued two series of fixed rate notes that pay interest
semiannually, in arrears, on April 15 and October 15 of each year beginning
October 15, 2010. The $1.25 billion principal amount of fixed rate notes bears
interest at a rate equal to 4.500% per year and matures on April 15, 2020. The
$1.0 billion principal amount of fixed rate notes bears interest at a rate equal to
5.700% per year and matures on April 15, 2040. The proceeds from these notes
were used primarily to fund a portion of the acquisition of the GE Security
business, and to repay commercial paper borrowings.

The project financing obligations noted above are associated with the sale of
rights to unbilled revenues related to the ongoing activity of an entity owned by
Carrier. The percentage of total short-term borrowings and long-term debt at
variable interest rates was 7% and 2% at December 31, 2011 and 2010,
respectively. Interest rates on our commercial paper borrowings are considered
variable due to their short-term duration and high-frequency of turnover.

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

(Dollars in millions)

2012 $ 129
2013 20
2014 26
2015 1,221
2016 10
Thereafter 8,224
Total $9,630

We have an existing universal shelf registration statement filed with the Securities
and Exchange Commission (SEC) for an indeterminate amount of securities for
future issuance, subject to our internal limitations on the amount of debt to be
issued under this shelf registration statement.

NOTE 9: EQUITY

Changes in non-controlling interests that do not result in a change of control, and
where there is a difference between fair value and carrying value, are accounted
for as equity transactions. A summary of these changes in ownership interests in
subsidiaries and the pro-forma effect on Net income attributable to common
shareowners had they been recorded through net income is provided below:

(Dollars in millions) 2011 2010 2009

Net income attributable to common
shareowners
Transfers to non-controlling
interests:
Increase in common stock for
sale of subsidiary shares 3 — —
Decrease in common stock for
purchase of subsidiary
shares

$4,979 $4,373 $3,829

(54) (12) (67)

Net income attributable to common
shareowners after transfers to

non-controlling interests $4,928 $4,361 $3,762

NOTE 10: INCOME TAXES
The income tax expense (benefit) for the years ended December 31, consisted of
the following components:

(Dollars in millions) 2011 2010 2009
Current:
United States:
Federal $ 428 $ 122 $ 239
State 99 128 54
Foreign 1,373 1,164 837
1,900 1,414 1,130
Future:
United States:
Federal 528 461 370
State 27 — 41
Foreign (224) (48) 40
331 413 451
Income tax expense $2,231 $1,827 $1,581
Attributable to items credited
(charged) to equity and
goodwill $ 864 $ 276 $ (782)

Future income taxes represent the tax effects of transactions, which are reported
in different periods for tax and financial reporting purposes. These amounts
consist of the tax effects of temporary differences between the tax and financial
reporting balance sheets and tax carryforwards. Current and non-current future
income tax benefits and payables within the same tax jurisdiction are generally
offset for presentation in the Consolidated Balance Sheet.

The tax effects of net temporary differences and tax carryforwards which gave
rise to future income tax benefits and payables at December 31, 2011 and 2010
are as follows:

(Dollars in millions) 2011 2010
Future income tax benefits:
Insurance and employee benefits $2,579 $1,986
Other asset basis differences (569) (540)
Other liability basis differences 1,046 958
Tax loss carryforwards 723 729
Tax credit carryforwards 1,247 1,371
Valuation allowances 977) (911)
$4,049 $3,593
Future income taxes payable:
Fixed assets $ 667 $ 647
Other items, net 248 190
$ 915 $ 837

Valuation allowances have been established primarily for tax credit
carryforwards, tax loss carryforwards, and certain foreign temporary differences
to reduce the future income tax benefits to expected realizable amounts.

It is reasonably possible that over the course of 2012, the amount of valuation
allowances may decrease within a range of $150 million to $200 million resulting
from potential internal reorganizations that may occur in 2012. These internal
reorganizations are separate from the creation of the UTC
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Climate, Controls & Security and the UTC Propulsion & Aerospace Systems
organizations as described above and are a component of our ongoing efforts to
improve business efficiency.

The sources of income before income taxes are:

(Dollars in millions) 2011 2010 2009
United States $3,293 $2,655 $2,584
Foreign 4,312 3,883 3,176

$7,605 $6,538 $5,760

With few exceptions, U.S. income taxes have not been provided on undistributed
earnings of international subsidiaries. It is not practicable to estimate the amount
of tax that might be payable. Our intention is to reinvest these earnings
permanently outside the U.S. or to repatriate the earnings only when it is tax
effective to do so. Accordingly, we believe that U.S. tax on any earnings that
might be repatriated would be substantially offset by U.S. foreign tax credits.

Differences between effective income tax rates and the statutory U.S. federal
income tax rate are as follows:

2011 2010 2009
Statutory U.S. federal income tax rate 35.0 % 35.0 % 35.0 %
Tax on international activities (4.3)% (7.6)% (6.9)%
Tax audit settlements (0.8)% — 0.7)%
Other (0.6)% 0.5 % —
Effective income tax rate 29.3 % 27.9 % 27.4%

The 2011 effective tax rate increased as compared to 2010 due to the absence of
the repatriation of high taxed dividends which had a net favorable impact in 2010.
The 2011 effective tax rate reflects approximately $63 million of favorable income
tax adjustments related to the settlement of two refund claims for years prior to
2004, as well as a favorable tax impact of $17 million related to a U.K. tax rate
reduction enacted in 2011. These favorable tax adjustments are partially offset by
non-deductible charges accrued in 2011.

The 2010 effective tax rate reflects a non-recurring tax expense reduction
associated with management’s decision to repatriate additional high tax dividends
from the current year to the U.S. in 2010 as a result of U.S. tax legislation
enacted at the time. This is partially offset by the non-deductibility of impairment
charges, the adverse impact from the health care legislation related to the
Medicare Part D program and other increases to our effective tax rate.

The 2009 effective tax rate reflects approximately $38 million of tax expense
reductions relating to re-evaluation of our liabilities and contingencies based on
global examination activity, including the IRS’s completion of 2004 and 2005
examination fieldwork and our related protest filing. As a result of the global
examination activity, we recognized approximately $18 million of associated pre-
tax interest income adjustments during 2009.

At December 31, 2011, tax credit carryforwards, principally state and federal, and
tax loss carryforwards, principally state and foreign, were as follows:

Tax Credit Tax Loss
(Dollars in millions) Carryforwards Carryforwards
Expiration period:
2012-2016 $ 22 $ 523
2017-2021 164 125
2022-2031 308 397
Indefinite 753 2,157
Total $ 1,247 $ 3,202

At December 31, 2011, we had gross tax-effected unrecognized tax benefits of
$946 million, all of which, if recognized, would impact the effective tax rate. A
reconciliation of the beginning and ending amounts of unrecognized tax benefits
and interest expense related to unrecognized tax benefits for the years ended
December 31, 2011, 2010, and 2009 is as follows:

(Dollars in millions) 2011 2010 2009
Balance at January 1 $891 $793 $ 773
Additions for tax positions related to

the current year 71 115 90
Additions for tax positions of prior

years 71 80 174
Reductions for tax positions of prior

years (24) (81) (20)
Settlements (63) (16) (224)
Balance at December 31 $946 $891 $ 793
Gross interest expense related to

unrecognized tax benefits $ 23 $ 27 $ 21
Total accrued interest balance at

December 31 $165 $144 $ 142

Included in the balance at December 31, 2009 was $57 million of tax positions
whose tax characterization was highly certain but for which there was uncertainty
about the timing of tax return inclusion. During 2010, the uncertainty was
removed as a result of an accounting method change approved by the Internal
Revenue Service (IRS).

During 2011, we reached final resolution with the IRS on two refund claims that
had been pending with respect to pre-2004 tax years and refunds were received
in accordance with the resolutions. A reduction in tax expense in the amount of
$63 million and pretax interest income in the amount of $89 million was
recognized during 2011 associated with the resolution of these claims.

Tax years 2004 — 2005 are currently before the Appeals Division of the IRS for
resolution discussions regarding certain proposed tax adjustments with which we
do not agree. Tax years 2006 — 2008 are currently under review by the
Examination Division of the IRS. It is possible that both the 2004 — 2005 appeals
activity as well as 2006 — 2008 examination activity may conclude before the end
of the second quarter of 2012. The Company expects the IRS to commence their
review of the 2009 and 2010 tax years in the first quarter of 2012.
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We expect that certain adjustments proposed by the IRS in the course of its
examination of tax years 2006 — 2008 and with which we do not agree will further
proceed to the Appeals Division of the IRS for resolution discussions. Any
discussions with the IRS Appeals Division related to the 2006 — 2008 tax years is
likely to continue beyond 2012.

We conduct business globally and, as a result, UTC or one or more of our
subsidiaries files income tax returns in the U.S. federal jurisdiction and various
state and foreign jurisdictions. In the normal course of business we are subject to
examination by taxing authorities throughout the world, including such major
jurisdictions as Australia, Belgium, Canada, China, France, Germany, Hong
Kong, ltaly, Japan, South Korea, Singapore, Spain, the United Kingdom and the
United States. With few exceptions, we are no longer subject to U.S. federal,
state and local, or non-U.S. income tax examinations for years before 1998.

It is reasonably possible that a net reduction within a range of $160 million to
$260 million of unrecognized tax benefits may occur over the course of 2012 as a
result of additional worldwide uncertain tax positions, the revaluation of current
uncertain tax positions arising from developments in examinations, in appeals, or
in the courts, or the closure of tax statutes. Not included in the range is €

198 million (approximately $258 million) of tax benefits that we have claimed
related to a 1998 German reorganization. These tax benefits are currently being
reviewed by the German Tax Office in the course of an audit of tax years 1999 to
2000. In 2008 the German Federal Tax Court denied benefits to another taxpayer
in a case involving a German tax law relevant to our reorganization. The
determination of the German Federal Tax Court on this other matter was
appealed to the European Court of Justice (ECJ) to determine if the underlying
German tax law is violative of European Union (EU) principles. On September 17,
2009 the ECJ issued an opinion in this case that is generally favorable to the
other taxpayer and referred the case back to the German Federal Tax Court for
further consideration of certain related issues. In May 2010, the German Federal
Tax Court released its decision, in which it resolved certain tax issues that may
be relevant to our audit and remanded the case to a lower court for further
development. After consideration of the ECJ decision and the latest German
Federal Tax Court decision, we continue to believe that it is more likely than not
that the relevant German tax law is violative of EU principles and we have not
accrued tax expense for this matter. As we continue to monitor developments
related to this matter, it may become necessary for us to accrue tax expense and
related interest.

As a result of expected tax examination activity and associated re-evaluation of
tax related liabilities and contingencies, it is possible that we may recognize non-
cash gains, principally tax, in the range of $225 million to $350 million within the
first half of 2012.

NOTE 11: EMPLOYEE BENEFIT PLANS
We sponsor numerous domestic and foreign employee benefit plans, which are
discussed below.

Employee Savings Plans. We sponsor various employee savings plans. Our
contributions to employer sponsored defined contribution plans were $218
million, $200 million and $192 million for 2011, 2010 and 2009, respectively.
Effective January 1, 2010, newly hired non-union domestic employees receive all
of their retirement benefits through the defined contribution savings plan.

Our non-union domestic employee savings plan uses an Employee Stock
Ownership Plan (ESOP) for employer contributions. External borrowings were
used by the ESOP to fund a portion of its purchase of ESOP stock from us. The
external borrowings have been extinguished and only re-amortized loans remain
between the company and the ESOP Trust. As ESOP debt service payments are
made, common stock is released from an unreleased shares account. ESOP
debt may be prepaid or re-amortized to either increase or decrease the number
of shares released so that the value of released shares equals the value of plan
benefit. We may also, at our option, contribute additional common stock or cash
to the ESOP.

Shares of common stock are allocated to employees’ ESOP accounts at fair
value on the date earned. Cash dividends on common stock held by the ESOP
are used for debt service payments. Participants receive additional shares in lieu
of cash dividends. Common stock allocated to ESOP participants is included in
the average number of common shares outstanding for both basic and diluted
earnings per share. At December 31, 2011, 33.6 million common shares had
been allocated to employees, leaving 18.8 million unallocated common shares in
the ESOP Trust, with an approximate fair value of $1.4 billion.
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Pension Plans. We sponsor both funded and unfunded domestic and foreign
defined benefit pension plans that cover the majority of our employees. Our plans
use a December 31 measurement date consistent with our fiscal year.

(Dollars in millions) 2011 2010
CHANGE IN BENEFIT OBLIGATION:
Beginning balance $ 24,445 $ 22,271
Service cost 444 396
Interest cost 1,298 1,287
Actuarial loss 2,185 1,625
Total benefits paid (1,233) (1,216)
Net settlement and curtailment loss (gain) 1 (37)
Plan amendments 21 121
Other 6 (2)
Ending balance $ 27,167 $ 24,445
CHANGE IN PLAN ASSETS:
Beginning balance $ 22,384 $ 19,377
Actual return on plan assets 1,320 2,635
Employer contributions 1,060 1,621
Benefits paid from plan assets (1,233) (1,216)
Other 11 (33)
Ending balance $ 23,542 $ 22,384
FUNDED STATUS:
Fair value of plan assets $ 23,542 $ 22,384
Benefit obligations (27,167) (24,445)
Funded status of plan $ (3,625) $ (2,061)
AMOUNTS RECOGNIZED IN THE

CONSOLIDATED BALANCE SHEET

CONSIST OF:
Noncurrent assets $ 552 $ 637
Current liability (64) (58)
Noncurrent liability (4,113) (2,640)
Net amount recognized $ (3,625) $ (2,061)
AMOUNTS RECOGNIZED IN

ACCUMULATED OTHER

COMPREHENSIVE LOSS CONSIST OF:
Net actuarial loss $ 9,436 $ 7,223
Prior service credit (152) (184)
Transition obligation 6 6
Net amount recognized $ 9,290 $ 7,045

The amounts included in “Other” in the preceding table reflect the impact of
foreign exchange translation, primarily for plans in the U.K. and Canada.

Qualified domestic pension plan benefits comprise approximately 76% of the
projected benefit obligation. Benefits for union employees are generally based on
a stated amount for each year of service. For non-union employees, benefits are
generally based on an employee’s years of service and compensation near
retirement. Effective January 1, 2015, this formula will change to the existing
cash balance formula that was adopted in 2003 for newly hired non-union
employees and for other non-union employees who made a one-time voluntary
election to have future benefit accruals determined under this formula. This plan
change resulted in a $623 million reduction in the projected benefit obligation as
of December 31, 2009. Certain foreign plans, which comprise approximately 23%
of the projected

benefit obligation, are considered defined benefit plans for accounting purposes.
Nongqualified domestic pension plans provide supplementary retirement benefits
to certain employees and are not a material component of the projected benefit

obligation.

We made $156 million of cash contributions and contributed $450 million in UTC
common stock to our domestic defined benefit pension plans and made $395
million of cash contributions to our foreign defined benefit pension plans in 2011.
In 2010, we made $1,001 million of cash contributions and contributed $250
million in UTC common stock to our domestic defined benefit pension plans and
made $298 million of cash contributions to our foreign defined benefit pension
plans.

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

(Dollars in millions) 2011 2010
Projected benefit obligation $24,091 $21,556
Accumulated benefit obligation 23,198 20,562
Fair value of plan assets 19,949 18,885

The accumulated benefit obligation for all defined benefit pension plans was
$26.0 billion and $23.2 billion at December 31, 2011 and 2010, respectively.

The components of the net periodic pension cost are as follows:

(Dollars in millions) 2011 2010 2009

Pension Benefits:

Service cost $ 444 $ 396 $ 429
Interest cost 1,298 1,287 1,285
Expected return on plan

assets (1,834) (1,735) (1,634)

Amortization of prior
service (credits)
costs 12) (18) 56

Amortization of
unrecognized net

transition obligation 1 1 1
Recognized actuarial
net loss 462 285 226
Net settlement and
curtailment loss 16 2 102
Net periodic pension cost—
employer $ 375 $ 218 $ 465

Other changes in plan assets and benefit obligations recognized in other
comprehensive loss in 2011 are as follows:

(Dollars in millions)

Current year actuarial loss $2,700

Amortization of actuarial loss (462)

Current year prior service cost 21

Amortization of prior service credit 12

Amortization of transition obligation )

Other (1)

Total recognized in other comprehensive loss $2,269
Net recognized in net periodic pension cost and other

comprehensive loss $2,644
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The estimated amount that will be amortized from accumulated other
comprehensive loss into net periodic pension cost in 2012 is as follows:

(Dollars in millions)

Net actuarial loss $722
Prior service credit (12)
Transition obligation 1

$711

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

BENEFIT
OBLIGATION NET COST

2011 2010 2011 2010 2009

Discount rate 4.7% 5.4% 5.4% 5.9% 6.1%
Salary scale 4.3% 4.4% 4.4% 4.4% 4.4%
Expected return on plan

assets — — 7.9% 8.0% 8.2%

In determining the expected return on plan assets, we consider the relative
weighting of plan assets, the historical performance of total plan assets and
individual asset classes, and economic and other indicators of future
performance. In addition, we may consult with and consider the opinions of
financial and other professionals in developing appropriate capital market
assumptions. Return projections are also

validated using a simulation model that incorporates yield curves, credit spreads
and risk premiums to project long-term prospective returns.

The plan’s investment management objectives include maintaining an adequate
level of diversification, to reduce interest rate and market risk, and to provide
adequate liquidity to meet immediate and future benefit payment requirements.
The overall investment strategy targets a mix of 65% growth seeking assets and
35% income generating assets using a wide diversification of asset types, fund
strategies and investment managers. The growth seeking allocation consists of
global public equities in developed and emerging countries, private equity, real
estate and balanced market risk strategies. Within public equities, 9% of the
portfolio is an enhanced equity strategy that invests in publicly traded equity and
fixed income securities, derivatives and foreign currency. Investments in private
equity are primarily via limited partnership interests in buy-out strategies with
smaller allocations in distressed debt funds. The real estate strategy is principally
concentrated in directly held U.S. core investments with some smaller
investments in international, value-added and opportunistic strategies. Within the
income generating assets, the fixed income portfolio consists of a broadly
diversified portfolio of corporate bonds, global government bonds and U.S.
Treasury STRIPS. These investments are designed to hedge 40% of the interest
rate sensitivity of the pension plan liabilities.
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The fair values of pension plan assets at December 31, 2011 and 2010 by asset category are as follows:

Quoted Prices in Significant
Active Markets Observable Inputs Significant
For Identical Assets Unobservable Inputs
(Dollars in millions) (Level 1) (Level 2) (Level 3) Total
ASSET CATEGORY:
Public Equities
Global Equities $ 5,210 $ 4 $ — $ 5,214
Global Equity Commingled Funds (@) — 2,981 — 2,981
Enhanced Global Equities ) 44 1,590 239 1,873
Private Equities (¢) — — 1,159 1,159
Fixed Income Securities
Governments 1,564 1,199 — 2,763
Corporate Bonds — 5,167 110 5,277
Structured Products (@) — 67 — 67
Real Estate (¢) — 16 1,364 1,380
Other — 1,869 — 1,869
Cash & Cash Equivalents (9) — 359 — 359
Subtotal $ 6,818 $ 13,252 $ 2,872 22,942
Other Assets & Liabilities (") 600
TOTAL AT DECEMBER 31, 2011 $23,542
Public Equities
Global Equities $ 5,332 $ 7 $ 1 $ 5,340
Global Equity Commingled Funds @ — 3,200 — 3,200
Enhanced Global Equities () 57 1,662 245 1,964
Private Equities () — — 1,134 1,134
Fixed Income Securities
Governments 691 1,149 — 1,840
Corporate Bonds 21 5,424 — 5,445
Structured Products () — 76 — 76
Real Estate (®) — 26 944 970
Other 0 — 1,517 — 1,517
Cash & Cash Equivalents (9) — 293 — 293
Subtotal $ 6,101 $ 13,354 $ 2,324 21,779
Other Assets & Liabilities (" 605
TOTAL AT DECEMBER 31, 2010 $22,384
(a) Represents commingled funds that invest primarily in common stocks.
(b) Represents enhanced equity separate account and commingled fund portfolios. A portion of the portfolio may include long-short market neutral and relative value
strategies that invest in publicly traded, equity and fixed income securities, as well as derivatives of equity and fixed income securities and foreign currency.
(c) Represents limited partner investments with general partners that primarily invest in debt and equity.
(d) Represents mortgage and asset-backed securities.
(e) Represents investments in real estate including commingled funds and directly held properties.
(f) Represents insurance contracts and global balanced risk commingled funds consisting mainly of equity, bonds and some commodities.
(9) Represents short-term commercial paper, bonds and other cash or cash-like instruments.
(h) Represents trust receivables and payables that are not leveled.
Derivatives in the plan are primarily used to manage risk and gain asset class We review our assets at least quarterly to ensure we are within the targeted asset
exposure while still maintaining liquidity. Derivative instruments mainly consist of allocation ranges and, if necessary, asset balances are adjusted back within
equity futures, interest rate futures, interest rate swaps and currency forward target allocations. We employ a broadly diversified investment manager structure

contracts. that includes diversification by active and passive management, style,
capitalization, country, sector, industry and number of investment managers.

Our common stock represents approximately 4% and 3% of total plan assets at

December 31, 2011 and 2010, respectively.
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The fair value measurement of plan assets using significant unobservable inputs (Level 3) changed due to the following:

Enhanced
Corporate
Global Global Private Real
(Dollars in millions) Equities Equities Equities Bonds Estate Total
Balance, December 31, 2009 $ — $ 11 $ 1,045 $ — $ 715 $1,771
Realized gains (losses) — — 157 — (6) 151
Unrealized gains relating to instruments still held in the
reporting period — 51 — 63 123
Purchases, sales, and settlements, net 1 225 (119) — 150 257
Transfers in, net — — — — 22 22
Balance, December 31, 2010 1 245 1,134 — 944 2,324
Realized (losses) gains — 1) 108 — (6) 101
Unrealized (losses) gains relating to instruments still held in the
reporting period — 1) 17 6 137 159
Purchases, sales, and settlements, net (1) (4) (100) 104 289 288
BALANCE, DECEMBER 31, 2011 $ — $ 239 $ 1,159 $ 110 $1,364 $2,872

Quoted market prices are used to value investments when available. Investments
in securities traded on exchanges, including listed futures and options, are valued
at the last reported sale prices on the last business day of the year or, if not
available, the last reported bid prices. Fixed income securities are primarily
measured using a market approach pricing methodology, where observable
prices are obtained by market transactions involving identical or comparable
securities of issuers with similar credit ratings. Mortgages have been valued on
the basis of their future principal and interest payments discounted at prevailing
interest rates for similar investments. Investment contracts are valued at fair
value by discounting the related cash flows based on current yields of similar
instruments with comparable durations. Real estate investments are valued on a
quarterly basis using discounted cash flow models which consider long-term
lease estimates, future rental receipts and estimated residual values. Valuation
estimates are supplemented by third-party appraisals on an annual basis.

Private equity limited partnerships are valued quarterly using discounted cash
flows, earnings multiples and market multiples. Valuation adjustments reflect
changes in operating results, financial condition, or prospects of the applicable
portfolio company. Over-the-counter securities and government obligations are
valued at the bid prices or the average of the bid and ask prices on the last
business day of the year from published sources or, if not available, from other
sources considered reliable, generally broker quotes. Temporary cash
investments are stated at cost, which approximates fair value.

ESTIMATED FUTURE CONTRIBUTIONS AND BENEFIT PAYMENTS

We expect to make contributions of approximately $100 million to our foreign
defined benefit pension plans in 2012. Although we are not required to make
contributions to our domestic defined benefit pension plans through the end of
2012, we may elect to make discretionary contributions in 2012. Contributions do
not reflect benefits to be paid directly from corporate assets.

Benefit payments, including amounts to be paid from corporate assets, and
reflecting expected future service, as

appropriate, are expected to be paid as follows: $1,356 million
in 2012, $1,378 million in 2013, $1,433 million in 2014, $1,493 million in 2015,
$1,556 million in 2016, and $8,788 million from 2017 through 2021.

Postretirement Benefit Plans. We sponsor a number of postretirement benefit
plans that provide health and life benefits to eligible retirees. Such benefits are
provided primarily from domestic plans, which comprise approximately 84% of
the benefit obligation. The postretirement plans are primarily unfunded. Assets in
funded plans are primarily invested in cash and cash equivalents.

(Dollars in millions) 2011 2010
CHANGE IN BENEFIT OBLIGATION:
Beginning balance $ 832 $ 876
Service cost 8 2
Interest cost 39 46
Actuarial gain @) (29)
Total benefits paid (104) (105)
Other 21 42
Ending balance $ 784 $ 832
CHANGE IN PLAN ASSETS:
Beginning balance $ 10 $ 11
Actual return on plan assets 2 1)
Employer contributions 76 76
Benefits paid from plan assets (104) (105)
Other 16 29
Ending balance $ — $ 10
FUNDED STATUS:
Fair value of plan assets $ — $ 10
Benefit obligations (784) (832)
Funded status of plan $(784) $(822)
AMOUNTS RECOGNIZED IN THE

CONSOLIDATED BALANCE SHEET

CONSIST OF:
Current liability $ (74) $ (66)
Noncurrent liability (710) (756)
Net amount recognized $(784) $(822)
AMOUNTS RECOGNIZED IN ACCUMULATED

OTHER COMPREHENSIVE LOSS CONSIST

OF:
Net actuarial gain $(120) $(130)
Prior service cost 2 1
Net amount recognized $(118) $(129)
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The components of net periodic benefit cost are as follows:

(Dollars in millions) 2011 2010 2009
Other Postretirement Benefits:
Service cost $ 3 $ 2 $ 2
Interest cost 39 46 50
Expected return on plan assets 1) (1) (1)
Amortization of prior service credit ) ) )
Recognized actuarial net gain (8) 1) 3)
Net settlement and curtailment gain (8) — —
Net periodic other postretirement benefit
cost $23 $44 $ 46

Other changes in plan assets and benefit obligations recognized in other
comprehensive loss in 2011 are as follows:

(Dollars in millions)

Current year actuarial gain $(8)

Amortization of prior service credit 2

Amortization of actuarial net gain 8

Net settlements and curtailments 10

Total recognized in other comprehensive loss $12
Net recognized in net periodic other postretirement benefit cost and

other comprehensive loss $35

The estimated amounts that will be amortized from accumulated other
comprehensive loss into net periodic benefit cost in 2012 include actuarial net
gains of $6 million.

Major assumptions used in determining the benefit obligation and net cost for
postretirement plans are presented in the following table as weighted-averages:

BENEFIT
OBLIGATION NET COST

2011 2010 2011 2010 2009

Discount rate 4.3% 4.9% 4.9% 5.5% 6.0%
Expected return on plan
assets — — 5.0% 5.0% 5.8%

Assumed health care cost trend rates are as follows:

2011 2010

Health care cost trend rate assumed for next year 8.5% 9.0%

Rate that the cost trend rate gradually declines to 5.0% 5.0%
Year that the rate reaches the rate it is assumed to

remain at 2019 2019

Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans. A one-percentage-point change in assumed
health care cost trend rates would have the following effects:

2011 One-Percentage-

Point
(Dollars in millions) Increase Decrease
Effect on total service and interest cost $ 2 $ )
Effect on postretirement benefit obligation 47 (40)

ESTIMATED FUTURE BENEFIT PAYMENTS

Benefit payments, including net amounts to be paid from corporate assets and
reflecting expected future service, as appropriate, are expected to be paid as
follows: $79 million in 2012, $74 million in 2013, $72 million in 2014, $69 million
in 2015, $63 million in 2016, and $265 million from 2017 through 2021.

Multiemployer Benefit Plans. We contribute to various domestic and foreign
multiemployer defined benefit pension plans. The risks of participating in these
multiemployer plans are different from single-employer plans in that assets
contributed are pooled and may be used to provide benefits to employees of
other participating employers. If a participating employer stops contributing to the
plan, the unfunded obligations of the plan may be borne by the remaining
participating employers. Lastly, if we choose to stop participating in some of our
multiemployer plans, we may be required to pay those plans a withdrawal liability
based on the underfunded status of the plan.

Our participation in these plans for the annual periods ended December 31 is outlined in the table below. Unless otherwise noted, the most recent Pension Protection Act
(PPA) zone status available in 2011 and 2010 is for the plan’s year-end at June 30, 2010, and June 30, 2009, respectively. The zone status is based on information that we
received from the plan and is certified by the plan’s actuary. Our significant plan is in the green zone which represents at least 80 percent funded and does not require a

financial improvement plan (FIP) or a rehabilitation plan (RP).

PENSION PROTECTION ACT
(Dollars in millions) ZONE STATUS FIP/RP STATUS CONTRIBUTIONS
EIN/Pension
Surcharge Expiration Date of
Plan Pending/ Collective-Bargaining
Pension Fund Number 2011 2010 Implemented 2011 2010 2009 Imposed Agreement
National Elevator 23-
Industry Plan 2694291 Green Green No $ 56 $ 55 $ 60 No July 8, 2012
Other funds 38 35 37
$ 94 $ 90 $ 97

For the plan years ended June 30, 2010 and 2009, respectively, we were listed in
the National Elevator Industry Plan’s Forms 5500 as providing more than 5% of
the total

contributions for the plan. At the date these financial statements were issued,

Forms 5500 were not available for the plan year ending June 30, 2011.
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In addition, we participate in several multiemployer arrangements that provide
postretirement benefits other than pensions, with the National Elevator Industry
Plan being the most significant. These arrangements generally provide medical
and life benefits for eligible active employees and retirees and their dependents.
Contributions to multiemployer plans that provide postretirement benefits other
than pensions were $10 million, $10 million and $11 million for 2011, 2010 and
2009, respectively.

Stock-based Compensation. We have long-term incentive plans authorizing
various types of market and performance based incentive awards that may be
granted to officers and employees. Our Long Term Incentive Plan (LTIP) was
initially approved on April 13, 2005 and amended in 2011 to increase the
maximum number of shares available for award under the LTIP to 119 million
shares. Following initial approval of the LTIP, we may not grant any new awards
under previously existing equity compensation plans. As of December 31, 2011,
approximately 56 million shares remain available for awards under the LTIP. The
LTIP does not contain an annual award limit. We expect that the shares awarded
on an annual basis will range from 1% to 1.5% of shares outstanding. The LTIP
will expire after all shares have been awarded or April 30, 2017, whichever is
sooner.

Under all long-term incentive plans, the exercise price of awards is set on the
grant date and may not be less than the fair market value per share on that date.
Generally, stock appreciation rights and stock options have a term of ten years
and a minimum three-year vesting period. In the event of retirement, awards held
for more than one year shall immediately become vested and exercisable. In
addition, under the LTIP, awards with performance-based vesting generally have
a minimum three-year vesting period and vest based on performance against
pre-established metrics. In the event of retirement, awards held more than one
year remain

eligible to vest. We have historically repurchased shares of our common stock in
an amount at least equal to the number of shares issued under our equity
compensation arrangements and will continue to evaluate this policy in
conjunction with our overall share repurchase program.

We measure the cost of all share-based payments, including stock options, at fair
value on the grant date and recognize this cost in the statement of operations.
For the years ended December 31, 2011, 2010 and 2009, $229 million, $154
million and $153 million, respectively, of compensation cost was recognized in
operating results. The associated future income tax benefit recognized was $75
million, $47 million and $49 million for the years ended December 31, 2011, 2010
and 2009, respectively.

For the years ended December 31, 2011, 2010 and 2009, the amount of cash
received from the exercise of stock options was $226 million, $386 million and
$342 million, respectively, with an associated tax benefit realized of $101 million,
$139 million and $95 million, respectively. In addition, for the years ended
December 31, 2011, 2010 and 2009, the associated tax benefit realized from the
vesting of performance share units was $19 million, $20 million and $33 million,
respectively. Also, in accordance with the Compensation — Stock Compensation
Topic of the FASB ASC, for the years ended December 31, 2011, 2010 and
2009, $81 million, $94 million and $50 million, respectively, of certain tax benefits
have been reported as operating cash outflows with corresponding cash inflows
from financing activities.

At December 31, 2011, there was $152 million of total unrecognized
compensation cost related to non-vested equity awards granted under long-term
incentive plans. This cost is expected to be recognized ratably over a weighted-
average period of 1.9 years.

A summary of the transactions under all long-term incentive plans for the year ended December 31, 2011 follows:

STOCK OPTIONS STOCK APPRECIATION RIGHTS PERFORMANCE SHARE UNITS Other
Average Incentive

(shares and units in thousands) Shares Price* Shares Average Price* Units Average Price** Shares / Units

QOutstanding at:

December 31, 2010 27,337 $ 44.82 31,220 $ 64.72 3,024 $ 65.96 807
Granted 320 78.99 4,916 79.09 946 78.99 455
Exercised/Earned (6,551) 37.36 (1,249) 64.96 (746) 75.21 (116)
Cancelled (77) 53.78 (849) 68.30 (262) 71.40 (37)

December 31, 2011 21,029 $ 47.63 34,038 $ 66.70 2,962 $ 67.31 1,109

* weighted-average exercise price
** weighted-average grant stock price

The weighted-average grant date fair value of stock options and stock
appreciation rights granted during 2011, 2010 and 2009 was $20.26, $17.86 and
$16.01, respectively. The weighted-average grant date fair value of performance
share units, which vest upon achieving certain performance metrics, granted
during 2011, 2010, and 2009 was $87.65, $78.73 and $61.56, respectively. The
total fair value of awards vested during the years ended December 31, 2011,
2010 and 2009

was $170 million, $172 million and $235 million, respectively.

The total intrinsic value (which is the amount by which the stock price exceeded
the exercise price on the date of exercise) of stock options and stock appreciation
rights exercised during the years ended December 31, 2011, 2010 and 2009 was
$336 million, $446 million and $296 million, respectively. The total intrinsic value
(which is the stock price at vesting) of performance share units vested was $59
million, $62 million and $100 million during the years ended December 31, 2011,
2010 and 2009, respectively.
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The following table summarizes information about equity awards outstanding that are vested and expected to vest and equity awards outstanding that are exercisable at

December 31, 2011:

EQUITY AWARDS VESTED AND EXPECTED TO VEST EQUITY AWARDS THAT ARE EXERCISABLE
Aggregate Aggregate
(shares in thousands, aggregate intrinsic Average Intrinsic Remaining Average Intrinsic Remaining
value in millions) Awards Price* Value Term** Awards Price* Value Term**
Stock Options/Stock Appreciation Rights 54,779 $ 59.01 771 5.0 37,362 $ 55.03 $ 675 3.6
Performance Share Units/Restricted
Stock 3,065 — 224 1.3

* weighted-average exercise price per share
** weighted-average contractual remaining term in years

The fair value of each option award is estimated on the date of grant using a
binomial lattice model. The following table indicates the assumptions used in
estimating fair value for the years ended December 31, 2011, 2010 and 2009.
Because lattice-based option models incorporate ranges of assumptions for

inputs, those ranges are as follows:

2011 2010

2009

Expected volatility 26% - 32%

Weighted-average volatility 26% 25%
Expected term (in years) 75-8.0
Expected dividends 2.4% 2.7%

Risk-free rate 0.1% - 3.5%

24% - 28%

74-7.9

0.1% - 4.0%

30% - 42%
30%
74-79
2.1%

0% - 2.5%

Expected volatilities are based on the returns of our stock, including implied
volatilities from traded options on our stock for the binomial lattice model. We use
historical data to estimate equity award exercise and employee termination
behavior within the valuation model. Separate employee groups and equity award
characteristics are considered separately for valuation purposes. The expected
term represents an estimate of the period of time equity awards are expected to
remain outstanding. The risk-free rate is based on the term structure of interest

rates at the time of equity award grant.

NOTE 12: RESTRUCTURING COSTS

During 2011, we recorded net pre-tax restructuring costs totaling $336 million for
new and ongoing restructuring actions. We recorded charges in the segments as
follows:

(Dollars in millions)

Otis $ 73
Carrier 46
UTC Fire & Security 80
Pratt & Whitney 67
Hamilton Sundstrand 16
Sikorsky 53
Eliminations and other 1
Total $336

The net costs consist of $180 million recorded in cost of sales, $154 million in
selling, general and administrative expenses and $2 million in other income, net.
As described below, these charges primarily relate to actions initiated during
2011 and 2010.

2011 Actions. During 2011, we initiated restructuring actions relating to ongoing
cost reduction efforts, including workforce reductions and consolidation of field
operations. We recorded net pre-tax restructuring costs totaling $286 million for
restructuring actions initiated in 2011, consisting of $136 million in cost of sales,
$147 million in selling, general and administrative expenses and $3 million in
other income, net.

We expect the actions that were initiated in 2011 to result in net workforce
reductions of approximately 5,000 hourly and salaried employees, the exiting of
approximately 2 million net square feet of facilities and the disposal of assets
associated with exited facilities. As of December 31, 2011, we have completed,
with respect to the actions initiated in 2011, net workforce reductions of
approximately 2,200 employees and 50,000 net square feet of facilities have
been exited. We are targeting to complete in 2012 the majority of the remaining
workforce and all facility related cost reduction actions initiated in 2011. No
specific plans for significant other actions have been finalized at this time.
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The following table summarizes the accrual balances and utilization by cost type
for the 2011 restructuring actions:

As of December 31, 2011, we have completed net workforce reductions of
approximately 4,000 employees of an expected 5,000, and have exited

2.5 million net square feet of facilities of an expected 3.9 million net square feet.
The remaining workforce and facility reduction actions are targeted for completion

Facility Exit, -
Lease during 2012.
Q?ﬁeet T(;rr?(]jmc’g‘ttrl\%r: The following table summarizes the restructuring accrual balances and utilization
(Dollars in millions) Severance Downs Costs | Total by cost type for the 2010 programs:
Facility Exit,
Net pre-tax Lease
restructuring Asset Termination
_ charges . $ 259 $ 4 $ 23 |$ 286 Write- and Other
Utilization and foreign (Dollars in millions) Severance Downs Costs | Total
exchange (115) (4) (13)] (132)
Balance at .
December 31, Restructuring accruals
2011 $ 144 $ — $ 10 |$ 154 atJanuary 1,2011  $ 203 8 — $ 24 [$ 227
Net pre-tax
The following table summarizes expected, incurred and remaining costs for the restructuring
2011 restructuring actions by type: _ Charges ) 9 11 35 55
Utilization and foreign
exchange (156) (11) (44)| (211)
Facility Exit, Balance at
Lease December 31,
Asset Termination 2011 $ 56 $ — $ 15 |$ 71
o Write- and Other
(Dollars in millions) Severance Downs Costs | Total The following table summarizes expected, incurred and remaining costs for the
2010 programs by type:
Expected costs $ 290 $ 4 $ 74 |$ 368
Costs incurred Facility Exit,
during 2011 (259) (4) (23)] (286) Lease
Remaining costs at Asset Termination
Write- and Other
December 31, (Dollars in millions) Severance Downs Costs | Total
2011 $ Sill $ — $ 51 |$ 82
The following table summarizes expected, incurred and remaining costs for the Eég?é:tiﬁgucr?es(tisduring $ 319 $ 30 $ 98 |$ 447
2011 restructuring actions by segment:
9 ¥ s€9 2010 (301) (19) 61| G671
o Costs incurred during
Costs Remaining 2011 9) (11) (35) (55)
Incurred Costs at Remaining costs at
Expected During December 31, December 31,
(Dollars in millions) Costs 2011 2011 2011 $ 9 $ — $ 12 s 21
Otis $ 100 $ (76) $ 24 The following table summarizes expected, incurred and remaining costs for the
Carrier 47 (31) 16 2010 programs by segment:
UTC Fire & Security 68 (62) 6
Pratt & Whitney 65 (52) 13 Costs Costs Remaining
Hamilton Sundstrand 14 (13) 1 Incurred Incurred Costs at
Sikorsky 73 (51) 22 (Dollars in Expected During During | December 31,
Eliminations and other 1 1) — millions) Costs 2010 2011 2011
Total $ 368 $ (286) $ 82
2010 Actions. During 2011, we recorded net pre-tax restructuring costs totaling Otis_ $ 87 $ (@7 $ — |3 -
$55 million for restructuring actions initiated in 2010, consisting of $36 million in Carrier 98 (74) (19 5
cost of sales and $19 million in selling, general and administrative expenses. The UTC Fire &
2010 actions relate to ongoing cost reduction efforts, including workforce Secun?y 94 (64) @3 v
reductions and the consolidation of field operations. Prait & Whitney 93 (84) ® 1
Hamilton
Sundstrand 40 (29) 3) 8
Sikorsky 17 (15) 2) —
Eliminations and
other 18 (18) — —
Total $ 447 $ (371) $ (55)[$ 21
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NOTE 13: FINANCIAL INSTRUMENTS

We enter into derivative instruments for risk management purposes only,
including derivatives designated as hedging instruments under the Derivatives
and Hedging Topic of the FASB ASC and those utilized as economic hedges. We
operate internationally and, in the normal course of business, are exposed to
fluctuations in interest rates, foreign exchange rates and commaodity prices.
These fluctuations can increase the costs of financing, investing and operating
the business. We have used derivative instruments, including swaps, forward
contracts and options to manage certain foreign currency, interest rate and
commodity price exposures.

By their nature, all financial instruments involve market and credit risks. We enter
into derivative and other financial instruments with major investment grade
financial institutions and have policies to monitor the credit risk of those
counterparties. We limit counterparty exposure and concentration of risk by
diversifying counterparties. While there can be no assurance, we do not
anticipate any material non-performance by any of these counterparties.

Foreign Currency Forward Contracts. We manage our foreign currency
transaction risks to acceptable limits through the use of derivatives that hedge
forecasted cash flows associated with foreign currency transaction exposures
which are accounted for as cash flow hedges, as deemed appropriate. To the
extent these derivatives are effective in offsetting the variability of the hedged
cash flows, and otherwise meet the hedge accounting criteria of the Derivatives
and Hedging Topic of the FASB ASC, changes in the derivatives’ fair values are
not included in current earnings but are included in Accumulated other
comprehensive loss. These changes in fair value will subsequently be
reclassified into earnings as a component of product sales or expenses, as
applicable, when the forecasted

transaction occurs. To the extent that a previously designated hedging
transaction is no longer an effective hedge, any ineffectiveness measured in the
hedging relationship is recorded currently in earnings in the period it occurs.

To the extent the hedge accounting criteria are not met, the foreign currency
forward contracts are utilized as economic hedges and changes in the fair value
of these contracts are recorded currently in earnings in the period in which they
occur. These include hedges that are used to reduce exchange rate risks arising
from the change in fair value of certain foreign currency denominated assets and
liabilities (e.g. payables, receivables) and other economic hedges where the
hedge accounting criteria were not met.

The four quarter rolling average of the notional amount of foreign exchange
contracts hedging foreign currency transactions was $10.4 billion and $8.5 billion
at December 31, 2011 and 2010, respectively.

Additional information pertaining to foreign exchange and hedging activities is
included in Note 1 to the Consolidated Financial Statements.

Commodity Forward Contracts. We enter into commodity forward contracts to
reduce the risk of fluctuations in the price we pay for certain commodities (for
example, nickel) which are used directly in the production of our products, or are
components of the products we procure to use in the production of our products.
These hedges are economic hedges and the changes in fair value of these
contracts are recorded currently in earnings in the period in which they occur.
The fair value and outstanding notional amount of contracts hedging commodity
exposures were insignificant at December 31, 2011 and 2010, respectively.
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The following table summarizes the fair value of derivative instruments as of December 31:

(Dollars in millions) Balance Sheet Asset Location 2011 2010
Derivatives designated as hedging instruments:
Foreign Exchange Contracts Other assets, current $ 69 $ 73
Foreign Exchange Contracts Other assets 3 24
72 97
Derivatives not designated as hedging instruments:
Foreign Exchange Contracts Other assets, current 40 31
Foreign Exchange Contracts Other assets 2 5
42 36
Total Asset Derivative Contracts $114 $133

Balance Sheet Liability Location

Derivatives designated as hedging instruments:

Foreign Exchange Contracts Accrued liabilities $ 81 $ 16
Foreign Exchange Contracts Other long-term liabilities 43 1
124 17

Derivatives not designated as hedging instruments:
Foreign Exchange Contracts Accrued liabilities 40 33
Foreign Exchange Contracts Other long-term liabilities 1 3
41 36

Total Liability Derivative Contracts

$165 $ 53

The impact from foreign exchange derivative instruments that qualified as cash
flow hedges for the period was as follows:

December 31,
(Dollars in millions) 2011 2010

(Loss) gain recorded in Accumulated other
comprehensive loss $ (46) $ 72

Gain reclassified from Accumulated other
comprehensive loss into Product sales (effective
portion) 96 119

Assuming current market conditions continue, a $31 million pre-tax loss is
expected to be reclassified from Accumulated other comprehensive loss into
Product sales to reflect the fixed prices obtained from foreign exchange hedging
within the next 12 months. At December 31, 2011, all derivative contracts
accounted for as cash flow hedges mature by February 2014.

The effect on the Consolidated Statement of Operations from foreign exchange
contracts not designated as hedging instruments was as follows:

December 31,
(Dollars in millions) 2011 2010
(Loss) gain recognized in Other income, net $ (39) $ 153

Fair Value Disclosure. The Fair Value Measurements and Disclosure Topic of the
FASB ASC defines fair value, establishes a framework for measuring fair value
and expands the related disclosure requirements. The Topic indicates, among
other things, that a fair value measurement assumes that the transaction to sell
an asset or transfer a liability

occurs in the principal market for the asset or liability or, in the absence of a
principal market, the most advantageous market for the asset or liability, and also
defines fair value based upon an exit price model.

During 2011, we recorded other-than-temporary impairment charges of $66
million on an equity investment. The impairment charge recorded on our
investment was determined by comparing the carrying value of our investment to
the closing market value of the shares on the dates the investment was deemed
to be impaired.

During 2010, we had certain non-recurring measurements resulting in impairment
charges as well as a gain on the re-measurement to fair value of a previously
held equity interest. As previously disclosed, during 2010, we recorded
approximately $86 million of asset impairment charges associated with
disposition activity within both Carrier and Hamilton Sundstrand and also
recorded an other-than-temporary impairment charge of $159 million on our
equity investment in Clipper, which had a previous carrying value of
approximately $248 million. The impairment charge recorded on our investment
in Clipper was determined by comparing the carrying value of our investment to
the closing market value of the shares on September 30, 2010. In December
2010, as a result of the acquisition of a controlling interest and all of the
remaining shares of Clipper, we recorded a $21 million gain from the re-
measurement to fair value of our previously held equity interest. Refer to Note 2
to the Consolidated Financial Statements for further discussion.

Valuation Hierarchy. The Fair Value Measurements and Disclosure Topic of the
FASB ASC establishes a valuation hierarchy for disclosure of the inputs to the
valuations used

54




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

to measure fair value. This hierarchy prioritizes the inputs into three broad levels
as follows: Level 1 inputs are quoted prices (unadjusted) in active markets for
identical assets or liabilities. Level 2 inputs are quoted prices for similar assets
and liabilities in active markets, quoted prices for identical or similar assets in
markets that are not active, inputs other than quoted prices that are observable
for the asset or liability, including interest rates, yield curves and credit risks, or
inputs that are derived principally from or corroborated by observable market data
through correlation. Level 3 inputs are unobservable inputs based on our own
assumptions used to measure assets and liabilities at fair value. A financial asset
or liability’s classification within the hierarchy is determined based on the lowest
level input that is significant to the fair value measurement.

The following table provides the assets and liabilities carried at fair value
measured on a recurring basis as of December 31, 2011 and 2010:

Total Quoted Significant
Carrying price in other
Value at active observable |Unobservable
(Dollars in December 31, markets inputs inputs
millions) 2011 (Level 1) (Level 2) (Level 3)
Available-
for-sale
securite  $ 926 $ 926 $ — |$ =
Derivative
assets 114 — 114 —
Derivative
liabilities (165) — (165) —
Total Quoted Significant
Carrying price in other
Value at active observable |Unobservable
(Dollars in December 31, markets inputs inputs
millions) 2010 (Level 1) (Level 2) (Level 3)
Available-for-
sale
securities  $ 829 $ 829 $ — |$ —
Derivative
assets 133 — 133 —
Derivative
liabilities (53) — (53) —

Valuation Techniques. Our available-for-sale securities include equity
investments that are traded in active markets, either domestically or
internationally. They are measured at fair value using closing stock prices from
active markets and are classified within Level 1 of the valuation hierarchy. Our
derivative assets and liabilities include foreign exchange contracts and
commodity derivatives that are measured at fair value using internal models
based on observable market inputs such as forward rates, interest rates, our own
credit risk and our counterparties’ credit risks. Based on these inputs, the
derivative assets and liabilities are classified within Level 2 of the valuation
hierarchy. Based on our continued ability to trade securities and enter into
forward contracts, we consider the markets for our fair value instruments to be
active. As of December 31, 2011, there were no significant transfers in and out of
Level 1 and Level 2.

As of December 31, 2011, there has not been any significant impact to the fair
value of our derivative liabilities due to our own credit risk. Similarly, there has not
been any significant adverse impact to our derivative assets based on our
evaluation of our counterparties’ credit risks.

The following table provides carrying amounts and fair values of financial
instruments that are not carried at fair value at December 31, 2011 and 2010:

2011 2010

(Dollars in Carrying Fair Carrying
millions) Amount Value Amount | Fair Value
Long-term

receivables $ 283 $ 276 $ 300 (9% 276
Customer

financing

notes

receivable 309 297 376 346
Long-term debt

(excluding

capitalized

leases) (9,575) (11,639) (10,117) (11,500)

The above fair values were computed based on comparable transactions, quoted
market prices, discounted future cash flows or an estimate of the amount to be
received or paid to terminate or settle the agreement, as applicable. Differences
from carrying amounts are attributable to interest and or credit rate changes
subsequent to when the transaction occurred. The fair values of Cash and cash
equivalents, Accounts receivable, net, Short-term borrowings, and Accounts
payable approximate the carrying amounts due to the short-term maturities of
these instruments.

We had outstanding commercial aerospace financing and other contractual
commitments totaling approximately $2,270 million and $2,032 million at
December 31, 2011 and 2010, respectively. Risks associated with changes in
interest rates on these commitments are mitigated by the fact that interest rates
are variable during the commitment term, and are set at the date of funding
based on current market conditions, the fair value of the underlying collateral and
the credit worthiness of the customers. As a result, the fair value of these
financings is expected to equal the amounts funded. The fair value of the
commitment itself is not readily determinable and is not considered significant.
Additional information pertaining to these commitments is included in Note 4 to
the Consolidated Financial Statements.

NOTE 14: CREDIT QUALITY OF LONG-TERM RECEIVABLES

In July 2010, the FASB issued ASU No. 2010-20, “Disclosure about the Credit
Quality of Financing Receivables and the Allowance for Credit Losses.” This ASU
is intended to enhance a financial statement user’s ability to evaluate the entity’s
credit risk exposures and adequacy of its allowance for credit losses by requiring
additional disclosure about the nature of credit risk inherent in the portfolio of
receivables, factors and methodologies used in estimating the allowance for
credit losses and activity that occurs during a period for both financing
receivables and allowance for credit losses. The scope of this ASU is limited to
financing receivables, as defined by the ASU, and excludes short-term trade
accounts receivable and receivables measured at fair value or lower of cost or
fair value. We adopted the disclosures under this ASU for the reporting period
ended December 31, 2010, with the exception of disclosures about activity that
occurs during a reporting period, which became effective for interim and annual
periods beginning on or after December 15, 2010. We adopted the interim
disclosures required under this ASU during the quarter ended March 31, 2011.
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A long-term or financing receivable represents a contractual right to receive
money on demand or on fixed and determinable dates, including trade receivable
balances with maturity dates greater than one year. Our long-term and financing
receivables primarily represent balances related to the aerospace businesses
such as long-term trade accounts receivable, leases, and notes receivable. We
also have other long-term receivables in our commercial businesses; however,
both the individual and aggregate amounts are not significant.

Our classes within aerospace long-term receivables are comprised of long-term
trade accounts receivable and notes and leases receivable. Long-term trade
accounts receivable represent amounts arising from the sale of goods and
services with a contractual maturity date of greater than one year and are
recognized as “Other assets” in our Consolidated Balance Sheet. Notes and
leases receivable represent notes and lease receivables other than receivables
related to operating leases, and are recognized as “Customer financing assets” in
our Consolidated Balance Sheet. The following table summarizes the balance by
class of aerospace long-term receivables as of December 31, 2011 and 2010:

December 31, December 31,

(Dollars in millions) 2011 2010
Long-term trade accounts

receivable $ 204 $ 198

Notes and leases receivable 365 416

Total long-term receivables $ 569 $ 614

Economic conditions and air travel influence the operating environment for most
airlines, and the financial performance of our aerospace businesses is directly
tied to the economic conditions of the commercial aerospace and defense
industries. Additionally, the value of the collateral is also closely tied to
commercial airline performance and may be subject to exposure of reduced
valuation as a result of market declines. We determine a receivable is impaired
when, based on current information and events, it is probable that we will be
unable to collect amounts due according to the contractual terms of the
receivable agreement. Factors considered in assessing collectability and risk
include, but are not limited to, examination of credit quality indicators and other
evaluation measures, underlying value of any collateral or security interests,
significant past due balances, historical losses, and existing economic conditions.

Long-term receivables can be considered delinquent if payment has not been
received in accordance with the underlying agreement. If determined delinquent,
long-term trade accounts receivable and notes and leases receivable balances
accruing interest may be placed on nonaccrual status. We record potential losses
related to long-term receivables when identified. The reserve for credit losses on
these receivables relates to specifically identified receivables that are evaluated
individually for impairment. For notes and leases receivable we determine a
specific reserve for exposure based on the difference between the carrying value
of the receivable and the estimated fair value of the related

collateral in connection with the evaluation of credit risk and collectability. For
long-term trade accounts receivable we evaluate credit risk and collectability
individually to determine if an allowance is necessary. Uncollectible long-term
receivables are written-off when collection of the indebtedness has been pursued
for a reasonable period of time without collection; the customer is no longer in
operation; or judgment has been levied, but the underlying assets are not
adequate to satisfy the indebtedness. At both December 31, 2011 and 2010, we
do not have any significant balances that are considered to be delinquent, on
non-accrual status, past due 90 days or more, or considered to be impaired.

The following table provides the balance of aerospace long-term receivables at
December 31, 2011 and 2010 and summarizes the associated reserve for
estimated credit losses and exposures at December 31, 2011 and 2010, and the
changes in the reserve for the year ended December 31, 2011:

(Dollars in millions)

Beginning balance of the reserve for credit losses and exposure as

of January 1, 2011 $ 42
Provision 25
Charge-offs —
Recoveries 9)
Other 12
Ending balance of the reserve for credit losses and exposure:

individually evaluated for impairment as of December 31, 2011 $ 70
Ending balance of long-term receivables: individually evaluated for

impairment as of December 31, 2011 $569
Ending balance of the reserve for credit losses and exposure:

individually evaluated for impairment as of December 31, 2010 $ 42
Ending balance of long-term receivables: individually evaluated for

impairment as of December 31, 2010 $614

We determine credit ratings for each customer in the portfolio based upon public
information and information obtained directly from our customers. We conduct a
review of customer credit ratings, published historical credit default rates for
different rating categories, and multiple third party aircraft value publications as a
basis to validate the reasonableness of the allowance for losses on these
balances quarterly or when events and circumstances warrant. The credit ratings
listed below range from “A” which indicates an extremely strong capacity to meet
financial obligations and the receivable is either collateralized or uncollateralized,
to “D” which indicates that payment is in default and the receivable is
uncollateralized. There can be no assurance that actual results will not differ from
estimates or that consideration of these factors in the future will not result in an
increase or decrease to the allowance for credit losses on long-term receivables.
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The following table summarizes the credit risk profile by creditworthiness
category for aerospace long-term receivable balances at December 31, 2011 and
2010:

December 31, 2011 December 31, 2010
Long - Long-term
term Notes and Notes
trade trade and
accounts leases accounts leases
(Dollars in millions) receivable receivable receivable | receivable
A—(low risk,
collateralized /
uncollateralize $ 201 $ — $ 193 | $ —
B—(moderate risk,
collateralized /
uncollateralized) 3 295 5 336
C—(high risk,
collateralized /
uncollateralize: — 70 — 80
D—(in default,
uncollateralized) — — — —
Total $ 204 $ 365 $ 198 [ $ 416

NOTE 15: GUARANTEES
We extend a variety of financial guarantees to third parties. As of December 31,
2011 and 2010 the following financial guarantees were outstanding:

2011 2010

Carrying Carrying
Maximum
Amount Amount

Potential of Potential of
(Dollars in millions) Payment Liability Payment| Liability

Maximum

IAE’s financing
arrangements*
(See Note 4) $ 989 $ 20 $ 992 |$ 12

Commercial
aerospace
financing
arrangements
(See Note 4) 323 30 336 12

Credit facilities and
debt
obligations—
unconsolidated
subsidiaries
(expire 2012 to
2034) 239 3 225 8

Performance
guarantees 33 — 40 —

Commercial customer
financing
arrangements — — 191 1

* Represents IAE’s gross obligation; at December 31, 2011 and 2010 our
proportionate share of IAE’s obligations was 33%.

We also have obligations arising from sales of certain businesses and assets,
including from representations and warranties and related indemnities for
environmental, health and safety, tax and employment matters. The maximum
potential payment related to these obligations is not a specified amount as a
number of the obligations do not contain financial caps. The carrying amount of
liabilities related to these obligations was $138 million and $139 million at
December 31, 2011 and 2010, respectively. For additional information regarding
the environmental indemnifications, see Note 17 to the Consolidated Financial
Statements.

We accrue for costs associated with guarantees when it is probable that a liability
has been incurred and the amount can be reasonably estimated. The most likely
cost to be incurred is accrued based on an evaluation of currently available facts,
and where no amount within a range of estimates is more likely, the minimum is
accrued. In accordance with the Guarantees Topic of FASB ASC, we record a
liability for the fair value of such guarantees in the balance sheet.

We provide service and warranty policies on our products and extend
performance and operating cost guarantees beyond our normal service and
warranty policies on some of our products, particularly commercial aircraft
engines. In addition, we incur discretionary costs to service our products in
connection with specific product performance issues. Liabilities for performance
and operating cost guarantees are based upon future product performance and
durability, and are largely estimated based upon historical experience.
Adjustments are made to accruals as claim data and historical experience
warrant. The changes in the carrying amount of service and product warranties
and product performance guarantees for the years ended December 31, 2011
and 2010 are as follows:

(Dollars in millions) 2011 2010
Balance as of January 1 $1,136 $1,072
Warranties and performance guarantees issued 475 440
Settlements made (440) (379)
Other 297 3
Balance as of December 31 $1,468 $1,136

For 2011, the increase reflected within “Other” in the above table primarily related
to the finalization of purchase accounting associated with the December 2010
acquisition of Clipper.

NOTE 16: COLLABORATIVE ARRANGEMENTS

In view of the risks and costs associated with developing new engines, Pratt &
Whitney has entered into certain collaboration arrangements in which sales,
costs and risks are shared. Sales generated from engine programs, spare parts,
and aftermarket business under collaboration arrangements are recorded as
earned in our financial statements. Amounts attributable to our collaborative
partners for their share of sales are recorded as an expense in our financial
statements based upon the terms and nature of the arrangement. Costs
associated with engine programs under collaborative arrangements are
expensed as incurred. Under these arrangements, collaborators contribute their
program share of engine parts, incur their own production costs and make certain
payments to Pratt & Whitney for shared or joint program costs. The
reimbursement of the collaborators’ share of program costs is recorded as a
reduction of the related expense item at that time. As of December 31, 2011, the
collaborators’ interests in all commercial engine programs ranged from 12% to
48%, inclusive of a portion of Pratt & Whitney’s interests held by other
participants. Pratt & Whitney is the principal participant in all existing collaborative
arrangements. There are no individually significant collaborative arrangements
and none of the partners exceed a 31% share in an individual program.

In September 2011, Pratt & Whitney announced a new collaboration with JAEC
and MTU to provide the PurePower PW1100G-JM engine for the Airbus A320neo
program. Under the collaboration agreement, MTU will hold an 18% share and be
responsible for the engine’s low pressure turbine and
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participate jointly with Pratt & Whitney to provide the high pressure compressor
for the engine. JAEC will hold a 23% share and be responsible for the engine fan,
low pressure compressor and combustor/diffuser. Pratt & Whitney will hold the
remaining shares and will be responsible for the remainder of the PurePower
PW1100G-JM engine and systems integration.

On October 12, 2011, Pratt & Whitney and Rolls-Royce announced an
agreement to restructure their interests in IAE and to form a new joint venture to
develop engines to power the next generation of 120 to 230 passenger mid-size
aircraft that will replace the existing fleet of mid-size aircraft currently in service or
in development. Consummation of each of these transactions is subject to
regulatory approvals and other closing conditions. We expect the restructuring of
the parties’ interests in IAE to be completed in mid-2012. The closing of the new
joint venture is also subject to the completion of the restructuring of the parties’
interests in IAE and may take a substantially longer period of time to complete.
See Note 2 to the Consolidated Financial Statements for further discussion.

The following table illustrates the income statement classification and amounts
attributable to transactions arising from the collaborative arrangements between
participants for each period presented:

(Dollars in millions) 2011 2010 2009
Collaborator share of sales:
Cost of products sold $ 963 $ 850 $772

Cost of services sold 36 38 29
Collaborator share of program costs
(reimbursement of expenses incurred):

Cost of products sold (88) (83) (66)
Research and development (220) (135) 97)
Selling, general and administrative 4 5) 4

NOTE 17: CONTINGENT LIABILITIES

Leases. We occupy space and use certain equipment under lease arrangements.
Rental commitments of $1,883 million at December 31, 2011 under long-term
non-cancelable operating leases are payable as follows: $515 million in 2012,
$404 million in 2013, $292 million in 2014, $184 million in 2015, $115 million in
2016 and $373 million thereafter. Rent expense was $453 million in 2011, $445
million in 2010 and $463 million in 2009.

Additional information pertaining to commercial aerospace rental commitments is
included in Note 4 to the Consolidated Financial Statements.

Environmental. Our operations are subject to environmental regulation by federal,
state and local authorities in the United States and regulatory authorities with
jurisdiction over our foreign operations. As described in Note 1 to the
Consolidated Financial Statements, we have accrued for the costs of
environmental remediation activities and periodically reassess these amounts.
We believe that the likelihood of incurring losses materially in excess of amounts
accrued is

remote. At December 31, 2011, we had $617 million reserved for environmental
remediation. Additional information pertaining to environmental matters is
included in Note 1 to the Consolidated Financial Statements.

Government. We are now, and believe that in light of the current U.S.
government contracting environment we will continue to be, the subject of one or
more U.S. government investigations. If we or one of our business units were
charged with wrongdoing as a result of any of these investigations or other
government investigations (including violations of certain environmental or export
laws) the U.S. government could suspend us from bidding on or receiving awards
of new U.S. government contracts pending the completion of legal proceedings. If
convicted or found liable, the U.S. government could fine and debar us from new
U.S. government contracting for a period generally not to exceed three years.
The U.S. government could void any contracts found to be tainted by fraud.

Our contracts with the U.S. government are also subject to audits. Like many
defense contractors, we have received audit reports, which recommend that
certain contract prices should be reduced to comply with various government
regulations. Some of these audit reports involved substantial amounts. We have
made voluntary refunds in those cases we believe appropriate, have settled
some allegations and continue to litigate certain cases. In addition, we accrue for
liabilities associated with those matters that are probable and can be reasonably
estimated. The most likely settlement amount to be incurred is accrued based
upon a range of estimates. Where no amount within a range of estimates is more
likely, then we accrued the minimum amount.

As previously disclosed, the U.S. Department of Justice (DOJ) sued us in 1999 in
the U.S. District Court for the Southern District of Ohio, claiming that Pratt &
Whitney violated the civil False Claims Act and common law. This lawsuit relates
to the “Fighter Engine Competition” between Pratt & Whitney’s F100 engine and
General Electric’'s F110 engine. The DOJ alleges that the government overpaid
for F100 engines under contracts awarded by the U.S. Air Force in fiscal years
1985 through 1990 because Pratt & Whitney inflated its estimated costs for some
purchased parts and withheld data that would have revealed the overstatements.
At trial of this matter, completed in December 2004, the government claimed
Pratt & Whitney’s liability to be $624 million. On August 1, 2008, the trial court
judge held that the Air Force had not suffered any actual damages because

Pratt & Whitney had made significant price concessions. However, the trial court
judge found that Pratt & Whitney violated the False Claims Act due to inaccurate
statements contained in the 1983 offer. In the absence of actual damages, the
trial court judge awarded the DOJ the maximum civil penalty of $7.09 million, or
$10,000 for each of the 709 invoices Pratt & Whitney submitted in 1989 and later
under the contracts. In September 2008, both the DOJ and UTC appealed the
decision to the Sixth Circuit Court of Appeals. In November 2010, the Sixth
Circuit affirmed Pratt & Whitney’s liability under the False Claims Act and
remanded the case to the
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U.S. District Court for further proceedings on the question of damages. Should
the government ultimately prevail, the outcome of this matter could result in a
material effect on our results of operations in the period in which a liability would
be recognized or cash flows for the period in which damages would be paid.

As previously disclosed, in December 2008, the U.S. Department of Defense
(DOD) issued a contract claim against Sikorsky to recover overpayments the
DOD alleges it has incurred since January 2003 in connection with cost
accounting changes approved by the DOD and implemented by Sikorsky in 1999
and 2006. These changes relate to the calculation of material overhead rates in
government contracts. The DOD claims that Sikorsky'’s liability is approximately
$92 million (including interest through December 2011). We believe this claim is
without merit and Sikorsky filed an appeal in December 2009 with the U.S. Court
of Federal Claims, which is pending. We do not believe the resolution of this
matter will have a material adverse effect on our competitive position, results of
operations, cash flows or financial condition.

A significant portion of our activities are subject to export control regulation by the
U.S. Department of State (State Department) under the U.S. Arms Export Control
Act and International Traffic in Arms Regulations (ITAR). From time to time, we
identify, investigate, remediate and voluntarily disclose to the State Department’s
Office of Defense Trade Controls Compliance (DTCC) potential violations of the
ITAR. DTCC administers the State Department’s authority under the ITAR to
impose civil penalties and other administrative sanctions for violations, including
debarment from engaging in the export of defense articles or defense services.
Most of our voluntary disclosures are resolved without the imposition of penalties
or other sanctions. However, in November 2011, DTCC informed us that it
considers certain of our voluntary disclosures filed since 2005 to reflect
deficiencies warranting penalties and sanctions. We are currently in discussions
with DTCC to reach a consent agreement, which we anticipate will provide for a
payment by the Company and commitments regarding additional remedial
compliance efforts.

The voluntary disclosures that we anticipate will be addressed in the consent
agreement currently under discussion include 2006 and 2007 disclosures
regarding the export by Hamilton Sundstrand to P&WC of certain modifications to
dual-use electronic engine control software, and the re-export by P&WC of those
software modifications and subsequent P&WC-developed patches to China
during the period 2002-2004 for use in the development of the Z-10 Chinese
military helicopter. The DOJ has also separately conducted a criminal
investigation of the matters addressed in these disclosures, as well as the
accuracy and adequacy of the disclosures. We have been cooperating with the
DOJ’s investigation. Since November 2011, we have been in discussions with the
DOJ to resolve this matter.

We continue to evaluate the range of possible outcomes of these separate but
related export compliance matters, and

have recognized a potential liability at December 31, 2011 of $45 million. We are
currently unable to predict the precise timing or outcome of the discussions. We
do not believe the ultimate resolution of these matters, individually or collectively,
will have a material adverse effect on our competitive position, results of
operations, cash flows or financial condition.

Other. Except as otherwise noted, we do not believe that resolution of any of the
above matters will have a material adverse effect upon our competitive position,
results of operations, cash flows or financial condition.

As described in Note 15 to the Consolidated Financial Statements, we extend
performance and operating cost guarantees beyond our normal warranty and
service policies for extended periods on some of our products. We have accrued
our estimate of the liability that may result under these guarantees and for service
costs that are probable and can be reasonably estimated.

We have accrued for environmental investigatory, remediation, operating and
maintenance costs, performance guarantees and other litigation and claims
based on our estimate of the probable outcome of these matters. While it is
possible that the outcome of these matters may differ from the recorded liability,
we believe that resolution of these matters will not have a material impact on our
competitive position, results of operations, cash flows or financial condition.

We also have other commitments and contingent liabilities related to legal
proceedings, self-insurance programs and matters arising out of the normal
course of business. We accrue contingencies based upon a range of possible
outcomes. If no amount within this range is a better estimate than any other, then
we accrue the minimum amount.

We are also subject to a number of routine lawsuits, investigations and claims
(some of which involve substantial amounts) arising out of the ordinary course of
our business. We do not believe that these matters will have a material adverse
effect upon our competitive position, results of operations, cash flows or financial
condition.

NOTE 18: SEGMENT FINANCIAL DATA

Our operations for the periods presented herein are classified into six principal
segments. The segments are generally determined based on the management of
the businesses and on the basis of separate groups of operating companies,
each with general operating autonomy over diversified products and services.

Otis products include elevators, escalators, moving walkways and service sold to
customers in the commercial and residential property industries around the world.

Carrier products include HVAC and refrigeration systems, controls, services and
energy efficient products for residential, commercial, industrial and transportation
applications.
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UTC Fire & Security products include fire and special hazard and suppression
systems and firefighting equipment, security, monitoring and rapid response
systems and service and security personnel for a diversified international
customer base principally in the industrial, commercial and residential property
sectors.

Pratt & Whitney products include commercial, military, business jet and general
aviation aircraft engines, parts and services, industrial gas turbines, geothermal
power systems and space propulsion sold to a diversified customer base,
including international and domestic commercial airlines and aircraft leasing
companies, aircraft manufacturers, and U.S. and foreign governments. Pratt &
Whitney also provides product support and a full range of overhaul, repair and
fleet management services and produces land-based power generation
equipment.

Hamilton Sundstrand provides aerospace and industrial products and aftermarket

services for diversified industries worldwide. Aerospace products include power

generation, management and distribution systems, flight systems, engine control

systems, environmental control systems, fire protection and detection systems,
auxiliary power units and propeller systems. Industrial products include air
compressors, metering pumps and heavy duty process pumps.

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

On September 28, 2011, we announced a new organizational structure to better
serve customers and drive growth and achieve greater efficiencies through
greater integration across certain product lines. This new structure combines
Carrier and UTC Fire & Security into a new segment called UTC Climate,
Controls & Security. Beginning with the first quarter of 2012, Carrier and UTC
Fire & Security will report combined financial and operational results as part of
this new segment. As part of this new organizational structure, we also created
UTC Propulsion & Aerospace Systems, a new organization consisting of Pratt &
Whitney and Hamilton Sundstrand. Pratt & Whitney and Hamilton Sundstrand will
continue to report their financial and operational results as separate segments,
which is consistent with how we will allocate resources and measure the financial
performance of these businesses. We have reported our financial and operational
results for the periods presented herein under the six principal segments noted
above, consistent with how we have reviewed our business operations for
decision-making purposes, resource allocation and performance assessment
during 2011.

Segment Information. Total sales by segment include intersegment sales, which are generally made at prices approximating those that the selling entity is able to obtain on
external sales. Segment information for the years ended December 31 is as follows:

NET SALES OPERATING PROFITS
(Dollars in millions) 2011 2010 2009 2011 2010 2009
Otis $12,437 $11,579 $11,723 $2,815 $2,575 $2,447
Carrier 11,969 11,386 11,335 1,520 1,062 740
UTC Fire & Security 6,895 6,490 5,503 692 714 493
Pratt & Whitney 13,430 12,935 12,392 1,999 1,987 1,835
Hamilton Sundstrand 6,150 5,608 5,560 1,082 918 857
Sikorsky 7,355 6,684 6,287 840 716 608
Total segment 58,236 54,682 52,800 8,948 7,972 6,980
Eliminations and other (46) (356) (375) (430) (409) (255)
General corporate expenses — — — (419) (377) (348)
Consolidated $58,190 $54,326 $52,425 $8,099 $7,186 $6,377
TOTAL ASSETS CAPITAL EXPENDITURES DEPRECIATION & AMORTIZATION
(Dollars in millions) 2011 2010 2009 2011 2010 2009 2011 2010 2009
Otis $ 8,717 | $ 8,097 | $ 7,908 | $ 7B 55 | $ 67 | $ 223 | $ 211 | $ 204
Carrier 9,432 9,472 9,804 189 138 90 164 183 191
UTC Fire & Security 12,198 12,365 10,304 116 96 72 268 274 214
Pratt & Whitney 10,705 10,139 10,063 290 321 288 332 340 329
Hamilton Sundstrand 8,593 8,540 8,509 163 117 114 172 172 174
Sikorsky 4,628 4,521 4,167 92 108 95 84 83 68
Total segment 54,273 53,134 50,755 925 835 726 1,243 1,263 1,180
Eliminations and other 7,179 5,359 5,007 58 30 100 104 93 78
Consolidated $61,452 | $58,493 | $55,762 | $ 983 | $ 865 | $ 826 | $ 1347 | $ 1,356 | $ 1,258
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Geographic External Sales and Operating Profit. Geographic external sales and operating profits are attributed to the geographic regions based on their location of origin. U.S.
external sales include export sales to commercial customers outside the U.S. and sales to the U.S. government, commercial and affiliated customers, which are known to be
for resale to customers outside the U.S. Long-lived assets are net fixed assets attributed to the specific geographic regions.

EXTERNAL NET SALES OPERATING PROFITS LONG-LIVED ASSETS
(Dollars in millions) 2011 2010 2009 2011 2010 2009 2011 2010 2009
United States Operations $30,438 $28,911 $27,990 $4,586 $4,112 $3,771 $2,974 $3,013 $3,096
International Operations
Europe 12,601 11,957 12,216 2,136 1,872 1,743 1,210 1,282 1,346
Asia Pacific 9,394 7,986 7,173 1,513 1,229 990 883 839 845
Other 5,380 5,374 4,991 713 759 476 760 804 714
Eliminations and other 377 98 55 (849) (786) (603) 374 342 363
Consolidated $58,190 $54,326 $52,425 $8,099 $7,186 $6,377 $6,201 $6,280 $6,364
Sales from U.S. operations include export sales as follows:
(Dollars in millions) 2011 2010 2009
Europe $2,310 $1,918 $2,089
Asia Pacific 2,506 2,688 2,430
Other 3,141 2,690 2,477
$7,957 $7,296 $6,996

Major Customers. Net Sales include sales under prime contracts and subcontracts to the U.S. government, primarily related to Pratt & Whitney, Hamilton Sundstrand and
Sikorsky products, as follows:

(Dollars in millions) 2011 2010 2009
Pratt & Whitney $3,696 $4,081 $3,942
Hamilton Sundstrand 1,043 1,137 1,230
Sikorsky 4,967 4,529 3,979
Other 125 153 127

$9,831 $9,900 $9,278
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SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

2011 Quarters 2010 Quarters

(Dollars in millions, except per share amounts) First | Second Third Fourth First | Second Third Fourth
Net Sales $13,344 | $15,076 | $14,804 | $14,966 | $12,040 | $13,802 | $13,620 | $14,864
Gross margin 3,703 4,171 4,048 4,115 3,308 3,787 3,953 3,864
Net income attributable to common shareowners 1,012 1,318 1,324 1,325 866 1,110 1,198 1,199
Earnings per share of Common Stock:

Basic—net income $ 113 |$ 148 |$ 149|$ 149($ 95|$ 122|$ 132(|$% 133

Diluted—net income $ 111 |$ 145]|$ 147 |$ 147|% 93|$ 120|$ 130|% 131
COMPARATIVE STOCK DATA (UNAUDITED)

2011 2010

Common Stock High Low Dividend High Low Dividend
First quarter $85.46 $77.05 $ 425 $74.85 $65.01 $ 425
Second quarter $90.67 $81.19 $ .480 $77.09 $62.88 $ 425
Third quarter $91.83 $67.12 $ .480 $73.81 $63.62 $ 425
Fourth quarter $80.36 $66.87 $ .480 $79.70 $70.23 $ 425

Our common stock is listed on the New York Stock Exchange. The high and low prices are based on the Composite Tape of the New York Stock Exchange. There were
approximately 23,633 registered shareholders at January 31, 2012.

PERFORMANCE GRAPH (UNAUDITED)

The following graph presents the cumulative total shareholder return for the five years ending December 31, 2011 for our common stock, as compared to the Standard &
Poor’s 500 Stock Index and to the Dow Jones 30 Industrial Average. Our common stock price is a component of both indices. These figures assume that all dividends paid
over the five-year period were reinvested, and that the starting value of each index and the investment in common stock was $100.00 on December 31, 2006.

COMPARISON OF CUMULATIVE FIVE YEAR TOTAL RETURN

-

December
2006 2007 2008 2009 2010 2011
United Technologies Corporation $100.00 | $124.44 | $89.06 | $118.71 | $137.98 | $131.12
S&P 500 Index $100.00 | $105.49 | $66.46 | $ 84.05 | $ 96.71 | $ 98.76
Dow Jones Industrial Average $100.00 | $108.87 | $74.12 | $ 90.91 | $103.70 | $112.39
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BOARD OF DIRECTORS

Louis R. Chénevert

Chairman & Chief

Executive Officer

United Technologies Corporation
(Diversified Manufacturer)

John V. Faraci

Chairman and Chief

Executive Officer

International Paper

(Paper, Packaging and Distribution)

Jean-Pierre Garnier

Operating Partner

Advent International

(Global Private Equity Firm)
Retired Chief Executive Officer
GlaxoSmithKline

Jamie S. Gorelick

Partner

WilmerHale

(Law Firm)

Former Deputy Attorney
General of the United States
Former General Counsel of the
Department of Defense

Edward A. Kangas

Former Chairman and CEO
Deloitte, Touche, Tohmatsu
(Audit and Tax Services)

Ellen J. Kullman

Chair of the Board & CEO
DuPont

(Diversified Chemicals
and Materials)

Charles R. Lee

Retired Chairman and
Co-Chief Executive Officer
Verizon Communications
(Telecommunications)

Richard D. McCormick
Retired Chairman, President
and Chief Executive Officer
US West, Inc.
(Telecommunications)

Harold McGraw I

Chairman, President and
Chief Executive Officer

The McGraw-Hill Companies
(Global Information Services)

Richard B. Myers

General, U.S. Air Force (Ret.)
and former Chairman of the
Joint Chiefs of Staff

(Military Leadership)

H. Patrick Swygert
President Emeritus
Howard University
(Educational Institution)

André Villeneuve
Chairman, International
Regulatory Strategy Group
City of London

(Advisory Group)

Christine Todd Whitman
President

The Whitman Strategy Group
(Environment and Public

Policy Consulting)

Former EPA Administrator
Former Governor of New Jersey

PERMANENT COMMITTEES

Audit Committee

John V. Faraci, Chair
Edward A. Kangas
Richard D. McCormick
Richard B. Myers

H. Patrick Swygert
André Villeneuve

Committee on Compensation
and Executive Development
Jean-Pierre Garnier, Chair
Jamie S. Gorelick

Edward A. Kangas

Charles R. Lee

Richard D. McCormick
Harold McGraw Ill

H. Patrick Swygert

Executive Committee
Louis R. Chénevert, Chair
Charles R. Lee

Richard D. McCormick

Finance Committee
Charles R. Lee, Chair
Louis R. Chénevert
John V. Faraci

Jamie S. Gorelick

Ellen J. Kullman
Richard B. Myers
André Villeneuve
Christine Todd Whitman

Committee on Nominations
and Governance

Richard D. McCormick, Chair
John V. Faraci

Jean-Pierre Garnier

Charles R. Lee

Harold McGraw IIl

Christine Todd Whitman

Public Issues Review Committee
Christine Todd Whitman, Chair
Jean-Pierre Garnier

Jamie S. Gorelick

Ellen J. Kullman

Harold McGraw Ill

Richard B. Myers

H. Patrick Swygert

André Villeneuve

63



LEADERSHIP

Paul R. Adams

Senior Vice President,
Operations and Engineering,
Pratt & Whitney

David Adler
President,
Sikorsky Aerospace Services

David G. Appel
President, Transicold,
UTC Climate, Controls & Security

Mark J. Barry

President, Automation &

Controls Solutions,

UTC Climate, Controls & Security

Alain M. Bellemare

President &

Chief Operating Officer,

UTC Propulsion & Aerospace
Systems

Richard H. Bennett, Jr.
Vice President,
Environment, Health & Safety

Patrick Blethon
President, Pacific Asia, Otis

Carey E. Bond

President, Sikorsky Global
Helicopters, and Chief
Marketing Officer

J. Thomas Bowler, Jr.
Senior Vice President,
Human Resources and
Organization

Matthew F. Bromberg
Vice President, Corporate
Strategy and Development

Benoit Brossoit
Vice President, Operations

David B. Carter

Vice President,

Engineering and Technology,
Hamilton Sundstrand

Louis R. Chénevert
Chairman &
Chief Executive Officer

Peter C. Christman, Jr.
President, Pratt & Whitney
Power Systems

Bennett M. Croswell
President, Military Engines,
Pratt & Whitney

Geraud Darnis

President &

Chief Executive Officer,

UTC Climate, Controls & Security

Nancy M. Davis
Vice President and
Chief Information Officer

Pierre Dejoux
President, North Europe
and Africa, Otis

Philippe Delpech
President, EMEA,
UTC Climate, Controls & Security

John J. Doucette
President, Industrial,
Hamilton Sundstrand

Michael R. Dumais
President,
Hamilton Sundstrand

Charles D. Gill, Jr.
Senior Vice President and
General Counsel

David L. Gitlin

Vice President,

Integration, UTC Propulsion
& Aerospace Systems

Lindsay Harvey

President, United Kingdom,
Central and East Europe,
Otis

Gregory J. Hayes
Senior Vice President and
Chief Financial Officer

David P. Hess
President,
Pratt & Whitney

Kathleen M. Hopko
Vice President, Secretary and
Associate General Counsel

Todd J. Kallman

President, Commercial
Engines and Global Services,
Pratt & Whitney

Robert F. Leduc

President, 787, Space Systems
and U.S. Classified Programs,
Hamilton Sundstrand

Peter F. Longo
Vice President,
Controller

James G. Maser
President,
Pratt & Whitney Rocketdyne

Michael B. Maurer
President,
Sikorsky Military Systems

Robert J. McDonough
President, Americas,
UTC Climate, Controls & Security

J. Michael McQuade
Senior Vice President,
Science and Technology

Didier Michaud-Daniel
President,
Otis

Raymond J. Moncini
Senior Vice President, Operations,
UTC Climate, Controls & Security

Michael A. Monts
Vice President,
Business Practices

David E. Parekh

Vice President, Research, and Director, United

Technologies
Research Center

Jeffrey P. Pino
President,
Sikorsky

Thomas I. Rogan
Vice President, Treasurer

John Saabas
President,
Pratt & Whitney Canada

Pedro Sainz de Baranda
President, South Europe and
Middle East, Otis

Ross B. Shuster
President, Asia,
UTC Climate, Controls & Security

Tobin J. Treichel
Vice President, Tax

Thomas R. Vining
President,
China, Otis

Gregg Ward
Senior Vice President,
Government Affairs

Randal E. Wilcox
President, North and
South America, Otis
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SHAREOWNER INFORMATION

CORPORATE OFFICE

United Technologies Corporation
United Technologies Building
Hartford, Connecticut 06101
Telephone: 860.728.7000

This report is made available to shareowners in advance of the annual meeting of
shareowners to be held at 2 p.m., April 11, 2012, in Charleston, S.C. The proxy
statement will be made available to shareowners on or about February 24, 2012,
at which time proxies for the meeting will be requested.

Information about UTC, including financial information, can be found at our
website: www.utc.com

STOCK LISTING
New York Stock Exchange

TICKER SYMBOL
UTXx

TRANSFER AGENT AND REGISTRAR

Computershare Trust Company, N.A., is the transfer agent, registrar and dividend
disbursing agent for UTC’s common stock. Questions and communications
regarding transfer of stock, replacement of lost certificates, dividends and
address changes, and the Direct Stock Purchase and Dividend Reinvestment
Plan should be directed to:

Computershare Trust Company, N.A.
250 Royall Street
Canton, Massachusetts 02021
Telephone:
Within the U.S.: 1.800.488.9281
Outside the U.S.: 1.781.575.2724
Website: www.computershare.com/investor

TDD: 1.800.952.9245
Telecommunications device for the hearing impaired.

CERTIFICATIONS

UTC has included as Exhibit 31 to its Annual Report on Form 10-K for fiscal year
2011 filed with the Securities and Exchange Commission certificates of its Chief
Executive Officer, Chief Financial Officer and Controller certifying, among other
things, the information contained in the Form 10-K.

Annually UTC submits to the New York Stock Exchange (NYSE) a certificate of
UTC'’s Chief Executive Officer certifying that he was not aware of any violation by
UTC of NYSE corporate governance listing standards as of the date of the
certification.

DIVIDENDS
Dividends are usually paid on the 10th day of March, June,
September and December.

ELECTRONIC ACCESS

Rather than receiving mailed copies, registered shareowners may sign up at the
following website for electronic communications, including annual meeting
materials, stock plan statements and tax documents:
www.computershare-na.com/green

For annual meeting materials, your enrollment is revocable until a week before
each year's record date for the annual meeting. Beneficial shareowners may be
able to request electronic access by contacting their broker or bank, or
Broadridge Financial Solutions at:

http://enroll.icsdelivery.com/utc

ADDITIONAL INFORMATION
Shareowners may obtain a copy of the UTC Annual Report on Form 10-K for
fiscal year 2011 filed with the Securities and Exchange Commission by writing to:

Corporate Secretary

United Technologies Corporation
United Technologies Building
Hartford, Connecticut 06101

For additional information about UTC, please contact Investor Relations at the
above corporate office address, or visit our website at: www.utc.com

SHAREOWNER INFORMATION SERVICES

Our Internet and telephone services give shareowners fast access to UTC
financial results. The 24-hour-a-day, toll-free telephone service includes recorded
summaries of UTC's quarterly earnings information and other company news.
Callers also may request copies of our quarterly earnings and news releases, by
either fax or mail, and obtain copies of the UTC Annual Report and Form 10-K.

To access the service, dial 1.800.881.1914 from any touchtone phone and follow
the recorded instructions.

DIRECT REGISTRATION SYSTEM

If your shares are held in street name through a broker and you are interested in
participating in the Direct Registration System, you may have your broker transfer
the shares to Computershare Trust Company, N.A., electronically through the
Direct Registration System. Interested investors can request a description of this
book-entry form of registration by calling Shareholder Direct at: 1.800.881.1914.

ENVIRONMENTALLY FRIENDLY REPORT
This annual report is printed on recycled and recyclable paper.

www.utc.com
www.carrier.com
www.hamiltonsundstrand.com
www.otis.com

WWw.pw.utc.com
www.sikorsky.com
www.utcfireandsecurity.com
Www.utcpower.com
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United Technologies Corporation
Subsidiary and Affiliate Listing
December 31, 2011

Entity Name
3090445 Nova Scotia Limitec

3234808 Nova Scotia Limitec
Australia Holdings Inc.
Beesail Limited

Caricor Ltd.

Carrier Asia Limited

Carrier Commercial Refrigeration, Inc.

Carrier Corporation

Carrier Enterprise, LLC

Carrier HVACR Investments B.V.
Carrier Technologies ULC

Ceesail Limited

Chubb Asia Holdings Limited

Chubb Fire & Security Pty Ltd
Chubb Fire Limited

Chubb Group (International) Limited
Chubb Group Limited

Chubb Group Properties Limited
Chubb Group Security Limited
Chubb International (Netherlands) BV
Chubb International Holdings Limited
Chubb International Limited

Chubb Limited

Chubb Nederland B.V.

Chubb Security Holdings Australia Limited

Clipper Windpower Holdings Limited
Clipper Windpower, LLC

Commonwealth Luxembourg Holdings S.ar.l

Derco Logistics, Inc.

Empresas Carrier, S. De R.L. De C.V
Fyrnetics (Hong Kong) Limited

GST Holdings Limited

Hamilton Sundstrand Corporation
Hamilton Sundstrand Holdings, Inc.

Hamilton Sundstrand International Holdings Ltd.

Helicopter Support, Inc.
International Comfort Products, LLC
Kaysail Limited

Kidde America Inc.

Kidde Fire Protection Inc.

Kidde Holdings Limited

Kidde International Limited
Kidde Limited

Kidde Technologies Inc. (*)
Kidde UK

Kidde US Holdings Inc.

KNA Inc.

Latin American Holding, Inc.
Lenel Systems International, Inc.

Place of Incorporation

Canada
Canada
Delaware
United Kingdom
Delaware

Hong Kong
Delaware
Delaware
Delaware
Netherlands
Canada

United Kingdom
United Kingdom
Australia
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
Netherlands
United Kingdom
United Kingdom
United Kingdom
Netherlands
Australia
United Kingdom
Delaware
Luxembourg
Wisconsin
Mexico

Hong Kong
Cayman Islands
Delaware
Delaware
Cayman Islands
Connecticut
Delaware
United Kingdom
Delaware
Delaware
United Kingdom
United Kingdom
United Kingdom
Delaware
United Kingdom
Delaware
Delaware
Delaware
Delaware



United Technologies Corporation
Subsidiary and Affiliate Listing
December 31, 2011

Entity Name
Milton Roy Company

Netherlands Parkview Cooperatief U.A.

Nippon Otis Elevator Company

Noresco, LLC

NSI, Inc.

Otis Elevator (China) Company Limited

Otis Elevator Company

Otis Elevator Korea

Otis Far East Holdings Limited

Otis Holdings GmbH & Co. OHG

Otis Limited

Otis Pacific Holdings B.V.

Otis S.C.S.

Parkview Participations LLC

Parkview Treasury Services (UK) Limited
Pilgrim House Group Limited

Pratt & Whitney Canada Corp.

Pratt & Whitney Canada Holdings Corp.

Pratt & Whitney Canada Leasing, Limited Partnership
Pratt & Whitney Engine Leasing, LLC

Pratt & Whitney Power Systems, Inc.

Pratt & Whitney Rocketdyne, Inc.

Pratt Aero Limited Partnership

Pratt & Whitney Holdings LLC

Ratier-Figeac, SAS

Shanghai Yileng Carrier Air Conditioning Equipment Company Limited
SICLI Holding SAS

Sikorsky Aircraft Corporation

Sirius Korea Limited

Sullair Corporation

Sundyne Corporation

Taylor Company S.r.L.

Trumbull Holdings SCS

United Technologies Australia Holdings Limited
United Technologies Canada, Ltd

United Technologies Cortran, Inc.

United Technologies Electronic Controls, Inc
United Technologies Finance (U.K.) Limitec
United Technologies France SA!

United Technologies Holding GmbH

United Technologies Holdings Italy Srl

United Technologies Holdings Limited

United Technologies Holdings SA!

United Technologies Intercompany Lending Ireland Lmited
United Technologies International Corporation
United Technologies International Corporatior-Asia Private Limited
United Technologies International SAS

United Technologies Luxembourg S.ar.l
United Technologies Paris SN(

Place of Incorporation
Pennsylvania
Netherlands
Japan
Delaware
Delaware
China

New Jersey
Republic of Korea
Hong Kong
Germany
United Kingdom
Netherlands
France
Delaware
United Kingdom
United Kingdom
Canada
Canada
Canada
Delaware
Delaware
Delaware
Canada
Cayman Islands
France

China

France
Delaware
United Kingdom
Indiana
Delaware

Italy

France
Australia
Canada
Delaware
Delaware
United Kingdom
France
Germany

Italy

United Kingdom
France

Ireland
Delaware
Singapore
France
Luxembourg
France




United Technologies Corporation
Subsidiary and Affiliate Listing
December 31, 2011

Entity Name
UT Finance Corporation

UT Luxembourg Holding Il S.ar.l.
UT Park View, Inc.
UTC Canada Corporation

UTC Fire & Security Americas Corporation, Inc

UTC Fire & Security Corporation

UTC Fire & Security Luxembourg S.ar.l.

UTCL Holdings, Limited
UTCL Investments B.V.
UTX Holdings S.C.S.

White Peak Finance Ireland

Wytwornia Sprzetu Komunikacyjnego PZL-Rzeszow S.A

Xizi Otis Elevator Company Limited
Zardoya Otis, S.A.

Place of Incorporation

Delaware
Luxembourg
Delaware
Canada
Delaware
Delaware
Luxembourg
Canada
Netherlands
France
Ireland
Poland
China

Spain

* Kidde Technologies Inc. also conducts businedsidde Aerospace, Kidde Aerospace & Defense, FelSaftty Systems, and Kidde Dual

Spectrum.

Other subsidiaries of the Registrant have beentedhitom this listing because, considered in thgregate as a single subsidiary, they would

not constitute a significant subsidiary as defibgdRule 1-02 of Regulation S-K.



Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémt¢lee Registration Statement on Form S-3 (No-B88771), in the Registration Statement
on Form S-4 (No. 333-77991) as amended by Post#feeAmendment No. 1 on Form S-8 (No. 388391) and in the Registration Statem
on Form S-8 (Nos. 333-177520, 333-177517, 333-175383-175780, 333-156390, 333-150643, 333-1252383,110020, 333-100724, 333-
100723, 333-100718, 333-82911, 333-77817, 333-2185321851 and 033-51385) of United TechnologiegpGration of our report dated
February 9, 2012 relating to the financial statetmand the effectiveness of internal control owearicial reporting, which appears in the
Annual Report to Shareowners, which is incorporatettis Annual Report on Form 10-K. We also conderihe incorporation by reference of
our report dated February 9, 2012 relating to thenfcial statement schedule, which appears on $dg# this Form 10-K.

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Hartford, Connecticut
February 9, 2012



Exhibit 24

UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwsifigchange Act of 1934 and any rules and regulatom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhithstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dba#l do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ JOHN V. FARACI
John V. Farac




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ JEAN-PIERRE GARNIER
Jeal-Pierre Garnie




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ JAMIE S. GORELICK
Jamie S. Gorelic




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/sl EDWARD A. KANGAS
Edward A. Kanga




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ ELLEN J. KULLMAN
Ellen J. Kullmar




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ CHARLES R. LEE
Charles R. Le:




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ RICHARD D. MCCORMICK
Richard D. McCormicl




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/sl HAROLD W. MCGRAW Il
Harold W. McGraw Il




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s RICHARD B. MYERS
Richard B. Myers




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ H. PATRICK SWYGERI
H. Patrick Swyger




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ ANDRE VILLENEUVE
André Villeneuve




UNITED TECHNOLOGIES CORPORATION
Power of Attorney

The undersigned, as a member of the Board of @irecor as an officer of UNITED TECHNOLOGIES CORP®RON, a Delaware
corporation (the “Corporation”), or as a membeaaommittee of said Board, or in all of said capasj hereby constitutes and appoints
CHARLES D. GILL, KATHLEEN M. HOPKO and GREGORY JAYES, or any one of them, his or her true and ldwftorneys and agents
to do any and all acts and things and execute adyh instruments which the said attorneys andigmay deem necessary or advisable to
enable the Corporation to comply with the Secwitzchange Act of 1934 and any rules and regulatiom requirements of the Securities and
Exchange Commission in respect thereof in conneatith the filing of the Annual Report of the Corption on Form 10-K for the fiscal year
ended December 31, 2011, including specificallyvhithout limiting the generality of the foregointpne power and authority to sign the name
of the undersigned, in the capacities aforesaid any other capacity, to such Form 10-K Annual &¢€filed or to be filed with the Securities
and Exchange Commission, and any and all amendretiie said Form 10-K Annual Report, and any dhihstruments and documents filed
as a part of or in connection with the said ForrKl@nnual Report or any amendments thereto; herabfying and confirming all that the s:
attorneys and agents, or any one of them, have, dbia#t do or cause to be done by virtue hereof.

IN WITNESS WHEREOF, the undersigned has signedRbiser of Attorney this 6th day of February, 2012.

/s/ CHRISTINE TODD WHITMAN
Christine Todd Whitma




Exhibit 31.1
CERTIFICATION

I, Louis R. Chénevert, certify that:

1.
2.

| have reviewed this annual report on Forr-K of United Technologies Corporatio

Based on my knowledge, this report does notaiorny untrue statement of a material fact or anttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

a. Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b.  Designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtai report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d. Disclosed in this report any change in the tegidg’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

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

/s/ LOUIS R. CHENEVER1
Louis R. Chénevel

Date: February 9, 201 Chairman & Chief Executive Office



Exhibit 31.2
CERTIFICATION

I, Gregory J. Hayes, certify that:

1.
2.

I have reviewed this annual report on Forr-K of United Technologies Corporatio

Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

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

a. Designed such disclosure controls and proceduregused such disclosure controls and procedutes tesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b. Designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registré's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

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

a. All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

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

/sl GREGORY J. HAYES
Gregory J. Haye

Date: February 9, 201 Senior Vice President and Chief Financial Offi



Exhibit 31.3
CERTIFICATION

I, Peter F. Longo, certify that:

1.
2.

I have reviewed this annual report on Forr-K of United Technologies Corporatio

Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

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

a. Designed such disclosure controls and proceduregused such disclosure controls and procedutes tesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b. Designed such internal control over financiglomting, or caused such internal control over faiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registré's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

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

a. All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

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

/sl PETER F. LONGO
Peter F. Longt

Date: February 9, 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 corporatioe {tG@orporatior’), does hereby certify
that:

The Annual Report on Form 10-K for the year endeddédnber 31, 2011 (the “ Form-K0") of the Corporation fully complies with the
requirements of section 13(a) or 15(d) of the SéearExchange Act of 1934 and information contdiimethe Form 10-K fairly presents, in all
material respects, the financial condition and ltesaf operations of the Corporation.

Date: February 9, 201 /s/ LOUIS R. CHENEVER1
Louis R. Chéneve!
Chairman & Chief Executive Office

Date: February 9, 201 /sl GREGORY J. HAYE!
Gregory J. Haye
Senior Vice President and Chief Financial Offi

Date: February 9, 2012 /s/ PETER F. LONGC(
Peter F. Longt
Vice President, Controlle




