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Cautionary Statement about Forward-Looking Statements

This report contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934.
Forward-looking statements are those that address activities, events or developments that we or our management intends,
expects, projects, believes or anticipates will or may occur in the future. They are based on management s assumptions and
assessments in the light of past experience and trends, current economic and industry conditions, expected future developments
and other relevant factors. They are not guarantees of future performance, and actual results, developments and business
decisions may differ from those envisaged by our forward-looking statements. Our forward-looking statements are also subject to
risks and uncertainties, which can affect our performance in both the near- and long-term. These forward-looking statements
should be considered in the light of the information included in this report and our other filings with the Securities and Exchange
Commission, including, without limitation, the Risk Factors, as well as the description of trends and other factors in Management s
Discussion and Analysis of Financial Condition and Results of Operations, set forth in our Form 10-K for the year ended December
31, 2009.
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PART I. FINANCIAL INFORMATION

The financial information as of September 30, 2010 should be read in conjunction with the financial statements for the year ended
December 31, 2009 contained in our Form 10-K filed on February 12, 2010.

ITEM 1. EINANCIAL STATEMENTS

Honeywell International Inc.
Consolidated Statement of Operations

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
(Dollars in millions, except per share amounts)

Product sales $ 6,582 $ 5947 $ 19,048 $ 17,569
Service sales 1,810 1,753 5,281 5,267
Net sales 8,392 7,700 24,329 22,836
Costs, expenses and other
Cost of products sold 5,255 4,657 15,102 13,781
Cost of services sold 1,235 1,140 3,638 3,454

6,490 5,797 18,740 17,235
Selling, general and administrative expenses 1,177 1,034 3,475 3,270
Other (income) expense (75) (39) (86) 14
Interest and other financial charges 95 110 294 350

7,687 6,902 22,423 20,869
Income before taxes 705 798 1,906 1,967
Tax expense 208 179 540 489
Net income 497 619 1,366 1,478
Less: Net income attributable to the noncontrolling interest (2) 11 13 23
Net income attributable to Honeywell $ 499 % 608 $ 1,353  § 1,455
Earnings per share of common stock-basic $ 064 $ 080 $ 176  $ 1.94
Earnings per share of common stock-assuming dilution $ 064 $ 080 $ 174  $ 1.94
Cash dividends per share of common stock $ 03025 $ 03025 $ 09075 $ 0.9075

The Notes to Financial Statements are an integral part of this statement.
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Honeywell International Inc.
Consolidated Balance Sheet

(Unaudited)
September 30, December 31,
2010 2009
(Dollars in millions)

ASSETS
Current assets:
Cash and cash equivalents $ 2,640 $ 2,801
Accounts, notes and other receivables 6,916 6,274
Inventories 4,027 3,446
Deferred income taxes 987 1,034
Investments and other current assets 593 381
Total current assets 15,163 13,936
Investments and long-term receivables 601 579
Property, plant and equipment - net 4,738 4,847
Goodwill 11,529 10,494
Other intangible assets - net 2,711 2,174
Insurance recoveries for asbestos related liabilities 830 941
Deferred income taxes 1,411 2,017
Other assets 1,136 1,016
Total assets $ 38,119 § 36,004
LIABILITIES
Current liabilities:
Accounts payable $ 4,059 % 3,633
Short-term borrowings 65 45
Commercial paper 897 298
Current maturities of long-term debt 23 1,018
Accrued liabilities 6,502 6,153
Total current liabilities 11,546 11,147
Long-term debt 6,265 6,246
Deferred income taxes 745 542
Postretirement benefit obligations other than pensions 1,494 1,594
Asbestos related liabilities 1,343 1,040
Other liabilities 6,260 6,481
SHAREOWNERS EQUITY
Capital - common stock issued 958 958

- additional paid-in capital 3,929 3,823
Common stock held in treasury, at cost (8,405) (8,995)
Accumulated other comprehensive income (loss) (4,282) (4,429)
Retained earnings 18,130 17,487
Total Honeywell shareowners equity 10,330 8,844
Noncontrolling interest 136 110
Total shareowners equity 10,466 8,954

Total liabilities and shareowners equity $ 38,119 § 36,004
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The Notes to Financial Statements are an integral part of this statement.
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Honeywell International Inc.
Consolidated Statement of Cash Flows

Cash flows from operating activities:
Net income attributable to Honeywell

Adjustments to reconcile net income attributable to Honeywell to net cash provided by operating

activities:

Depreciation and amortization

Gain on sale of non-strategic businesses and assets
Repositioning and other charges

Net payments for repositioning and other charges
Pension and other postretirement expense

Pension and other postretirement benefit payments
Stock compensation expense

Deferred income taxes

(Unaudited)

Excess tax benefits from share based payment arrangements

Other

Changes in assets and liabilities, net of the effects of acquisitions and divestitures:

Accounts, notes and other receivables
Inventories

Other current assets

Accounts payable

Accrued liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Expenditures for property, plant and equipment

Proceeds from disposals of property, plant and equipment
Increase in investments

Decrease in investments

Cash paid for acquisitions, net of cash acquired

Proceeds from sales of businesses, net of fees paid
Other

Net cash used for investing activities

Cash flows from financing activities:

Net increase/(decrease) in commercial paper
Net increase/(decrease) in short-term borrowings
Payment of debt assumed with acquisitions
Proceeds from issuance of common stock
Proceeds from issuance of long-term debt
Payments of long-term debt

Excess tax benefits from share based payment arrangements

Cash dividends paid

Net cash used for financing activities

Effect of foreign exchange rate changes on cash and cash equivalents

Nine Months Ended
September 30,

2010

2009

(Dollars in millions)

$ 1,353 $ 1455

716 711

(15)

482 369
(229) (447)
600 48
(136) (144)
123 95
549 432

(5)

(97) 274
(591) 202
(377) 350

(3) (49)

354 (605)

419 (61)
3,158 2,615
(351) (352)
8 21
(435)
94 1
(1,318) (468)
:
22 (53)
(1,980) (850)

599 (735)

18 (313)
(326)

111 20

1,488

(1,004) (1,104)
5

(704) (684)

(1,301) (1,328)

(38) 102
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Net (decrease)/increase in cash and cash equivalents (161) 539
Cash and cash equivalents at beginning of period 2,801 2,065
Cash and cash equivalents at end of period $ 2,640 $ 2,604

The Notes to Financial Statements are an integral part of this statement.
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

Note 1. Basis of Presentation

In the opinion of management, the accompanying unaudited consolidated financial statements reflect all adjustments,
consisting only of normal recurring adjustments, necessary to present fairly the financial position of Honeywell International Inc. and
its consolidated subsidiaries at September 30, 2010 and the results of operations for the three and nine months ended September
30, 2010 and 2009 and cash flows for the nine months ended September 30, 2010 and 2009. The results of operations for the
three and nine months ended September 30, 2010 should not necessarily be taken as indicative of the results of operations that
may be expected for the entire year. We have evaluated subsequent events through the date of issuance of our consolidated
financial statements.

We report our quarterly financial information using a calendar convention; that is, the first, second and third quarters are
consistently reported as ending on March 31, June 30 and September 30, respectively. It has been our practice to establish actual
quarterly closing dates using a predetermined fiscal calendar, which requires our businesses to close their books on a Saturday
order to minimize the potentially disruptive effects of quarterly closing on our business processes. The effects of this practice are
generally not significant to reported results for any quarter and only exist within a reporting year. In the event that differences in
actual closing dates are material to year-over-year comparisons of quarterly or year-to-date results, we provide appropriate
disclosures. Our actual closing dates for the three and nine months ended September 30, 2010 and 2009 were October 2, 2010
and October 3, 2009, respectively.

The financial information as of September 30, 2010 should be read in conjunction with the financial statements for the year
ended December 31, 2009 contained in our Form 10-K filed on February 12, 2010.

Certain prior year amounts have been reclassified to conform to current year presentation.
Note 2. Recent Accounting Pronouncements

Changes to accounting principles generally accepted in the United States of America (U.S. GAAP) are established by the

n

Financial Accounting Standards Board (FASB) in the form of accounting standards updates (ASU s) to the FASB s Accounting

Standards Codification.

The Company considers the applicability and impact of all ASU s. ASU s not listed below were assessed and determined to be

either not applicable or are expected to have minimal impact on our consolidated financial position and results of operations.

In June 2009, the FASB issued an amendment to the accounting and disclosure requirements for transfers of financial
assets. The guidance requires additional disclosures for transfers of financial assets and changes the requirements for
derecognizing financial assets. The guidance was effective for fiscal years beginning after November 15, 2009. The implementation
of this standard did not have a material impact on our consolidated financial position and results of operations.

In June 2009, the FASB issued an amendment to the accounting and disclosure requirements for the consolidation of
variable interest entities. The guidance affects the overall consolidation analysis and requires enhanced disclosures on involvement
with variable interest entities. The guidance was effective for fiscal years beginning after November 15, 2009. The implementation
of this standard did not have a material impact on our consolidated financial position and results of operations.

In October 2009, the FASB issued amendments to the accounting and disclosure for revenue recognition. These
amendments, effective for fiscal years beginning on or after June 15, 2010 (early adoption is permitted), modify the criteria for
recognizing revenue in multiple element arrangements and the scope of what constitutes a

6
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

non-software deliverable. The Company has elected to early adopt this guidance, on a prospective basis for applicable transactions
originating or materially modified after January 1, 2010. The implementation of this amended accounting guidance did not have a
material impact on our consolidated financial position and results of operations in the period of adoption. Adoption impacts in future
periods will vary based upon the nature and volume of new or materially modified transactions but are not expected to have a
significant impact on sales.

Note 3. Acquisitions

In September 2010, we completed the acquisition of approximately 98% of the issued and outstanding shares of Sperian
Protection (Sperian), a French company that operates globally in the personal protection equipment design and manufacturing
industry. Sperian had reported 2009 revenues of approximately $900 million.

The aggregate value, net of cash acquired, was approximately $1,475 million (including the assumption of approximately
$326 million of outstanding debt) and was allocated to tangible and identifiable intangible assets acquired and liabilities assumed
based on their estimated fair values at the acquisition date.

The following table summarizes the estimated fair values of the assets and liabilities acquired as of the acquisition date.

Accounts and other receivables $ 121

Inventories 177
Other current assets 50
Property, plant and equipment 113
Intangible assets 689
Other assets and deferred charges 4
Accounts payable (62)
Accrued liabilities (57)
Deferred income taxes (285)
Long-term debt (326)
Other long-term liabilities (80)
Net assets acquired 344
Goodwill 805

Purchase price $ 1,149

We have assigned $689 million to intangible assets, predominantly customer relationships, trade names, and technology.
These intangible assets are being amortized over their estimated lives using straight line and accelerated amortization methods.
The excess of the purchase price over the estimated fair values of net assets acquired is approximately $805 million and was
recorded as goodwill. This goodwill arises primarily from the avoidance of the time and costs which would be required (and the
associated risks that would be encountered) to develop a business with a product offering and customer base comparable to
Sperian and the expected cost synergies that will be realized through the consolidation of the acquired business into our
Automations and Controls Solutions segment. These cost synergies are expected to be realized principally in the areas of selling,
general and administrative expenses, material sourcing and manufacturing. This goodwill is non-deductible for tax purposes. The
results from the acquisition date through September 30, 2010 are included in the Automation and Control Solutions segment and
were not material to the consolidated financial statements. As of September 30, 2010, the purchase accounting for Sperian is
subject to final adjustment primarily for useful lives of intangible assets, amounts allocated to

7
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

intangible assets and goodwill, for certain pre-acquisition contingencies, and for settlement of post-closing purchase price
adjustments.

In October 2010, we acquired the remaining 2% of the issued and outstanding shares of Sperian for approximately $16
million.

Note 4. Repositioning and Other Charges

A summary of repositioning and other charges follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Severance $ 64 $ 35 $ 123  § 177
Asset impairments 12 2 21 6
Exit costs 5 4 9 7
Adjustments 9) (6) (17) (45)
Total net repositioning charge 72 35 136 145
Asbestos related litigation charges, net of insurance 48 38 135 111
Probable and reasonably estimable environmental liabilities 68 40 169 107
Other 24 1 42 6
Total net repositioning and other charges $ 212 $ 114  $ 482 $ 369

The following table summarizes the pretax distribution of total net repositioning and other charges by income
statement classification:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Cost of products and services sold $ 185 §$ 100 $ 447  $ 308
Selling, general and administrative expenses 27 14 35 61

$ 212 $ 114 § 482 $ 369

12
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

The following table summarizes the pretax impact of total net repositioning and other charges by segment:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Aerospace $ 27 % $ 33 §$ 32
Automation and Control Solutions 34 22 63 49
Specialty Materials 14 5 25 10
Transportation Systems 44 48 151 161
Corporate 93 39 210 117
$ 212 $ 14  $ 482  $ 369

In the quarter ended September 30, 2010, we recognized repositioning charges totaling $81 million including severance
costs of $64 million related to workforce reductions of 1,188 manufacturing and administrative positions in our Automation and
Control Solutions, Aerospace and Specialty Materials segments. The workforce reductions were related to achieving
acquisition-related synergies in our Automation and Control Solutions segment, factory transitions in our Automation and Control
Solutions and Specialty Materials segments to more cost-effective locations, the exit and/or rationalization of certain product lines
in our Specialty Materials segment, and the wind-down of certain programs in the Defense and Space business of our Aerospace
segment. The repositioning charge also included asset impairments of $12 million principally related to manufacturing plant and
equipment associated with the exit and/or rationalization of certain product lines in our Specialty Materials segment.

In the quarter ended September 30, 2009, we recognized repositioning charges totaling $41 million primarily for severance
costs related to workforce reductions of 816 manufacturing and administrative positions in our Automation and Control Solutions,
Transportation Systems and Specialty Materials segments. The workforce reductions primarily related to the planned downsizing or
shutdown of certain manufacturing facilities and adverse market conditions experienced by many of our businesses.

In the nine months ended September 30, 2010, we recognized repositioning charges totaling $153 million including
severance costs of $123 million related to workforce reductions of 2,155 manufacturing and administrative positions across all of
our segments. The workforce reductions were primarily related to the planned shutdown of certain manufacturing facilities in our
Automation and Control Solutions and Transportation Systems segments, cost savings actions taken in connection with our
ongoing functional transformation and productivity initiatives, factory transitions in our Aerospace, Automation and Control
Solutions and Specialty Materials segments to more cost-effective locations, achieving acquisition-related synergies in our
Automation and Control Solutions segment, and the exit and/or rationalization of certain product lines in our Specialty Materials
segment. The repositioning charge also included asset impairments of $21 million principally related to manufacturing plant and
equipment associated with the exit and/or rationalization of certain product lines and in facilities scheduled to close. Also, $17
million of previously established accruals, primarily for severance at our Automation and Control Solutions, Transportation Systems
and Aerospace segments, were returned to income in the first nine months of 2010 due principally to fewer employee separations
than originally planned associated with prior severance programs.

In the nine months ended September 30, 2009, we recognized repositioning charges totaling $190 million primarily for
severance costs related to workforce reductions of 3,936 manufacturing and administrative positions across all of our segments.
The workforce reductions were primarily related to the adverse market conditions experienced by many of our businesses, cost
savings actions taken in connection with our ongoing functional transformation initiative, the planned downsizing or shutdown of
certain manufacturing facilities, and organizational realignments of portions of our Aerospace and Transportation Systems
segments. Also, $45 million of previously established accruals, primarily for severance at our Aerospace, Automation and Control
Solutions

13
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

and Transportation Systems segments, were returned to income in the nine months ended September 30, 2009 due to fewer
employee separations than originally planned associated with prior severance programs and changes in the scope of previously
announced repositioning actions.

The following table summarizes the status of our total repositioning reserves:

Severance Asset Exit
Costs Impairments Costs Total
December 31, 2009 $ 303 $ $ 37 $ 340
Charges 123 21 9 153
Usage - cash (108) (12) (120)
Usage - noncash (21) (21)
Foreign currency translation (7) (7)
Adjustments (17) (17)
September 30, 2010 $ 294 $ $ 34 $ 328

Certain repositioning projects in our Aerospace, Automation and Control Solutions and Transportation Systems segments
included exit or disposal activities, the costs related to which will be recognized in future periods when the actual liability is incurred.
The nature of these exit or disposal costs principally includes product recertification and requalification and employee training and
travel. The following tables summarize by segment, expected, incurred and remaining exit and disposal costs related to 2010 and
2008 repositioning actions which we were not able to recognize at the time the actions were initiated. The exit and disposal costs
related to the repositioning actions in 2009, which we were not able to recognize at the time the actions were initiated were not
significant.

Automation
and
Control Transportation
2008 Repositioning Actions Aerospace Solutions Systems Total
Expected exit and disposal costs $ 9 $ 27 $ 6 132
Costs incurred during
Year ended December 31, 2008 (12) (1) (13)
Year ended December 31, 2009 (44) (1) (2) (47)
Current year-to-date (33) (5) (38)
Remaining exit and disposal costs $ 10 $ 21 $ 3 34
Automation
and
Control Transportation
2010 Repositioning Actions Aerospace Solutions Systems Total
Expected exit and disposal costs $ 9 10 $ 3 22
Costs incurred during Current year-to-date
Remaining exit and disposal costs $ 9 $ 10 $ 3 22

In the quarter ended September 30, 2010, we recognized a charge of $68 million for environmental liabilities deemed
probable and reasonably estimable in the quarter. We also recognized a charge of $48 million primarily representing an update to

14
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our estimated liability for the resolution of Bendix related asbestos claims as of September
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

30, 2010, net of probable insurance recoveries. Environmental and Asbestos matters are discussed in detail in Note 15,
Commitments and Contingencies. We also recognized other charges of $24 million in connection with the evaluation of the
potential resolution of certain legal matters.

In the quarter ended September 30, 2009, we recognized a charge of $40 million for environmental liabilities deemed
probable and reasonably estimable in the quarter. We also recognized a charge of $38 million primarily representing an update to
our estimated liability for the resolution of Bendix related asbestos claims as of September 30, 2009, net of probable insurance
recoveries.

In the nine months ended September 30, 2010, we recognized a charge of $169 million for environmental liabilities deemed
probable and reasonably estimable in the period. We also recognized a charge of $135 million primarily representing an update to
our estimated liability for the resolution of Bendix related asbestos claims as of September 30, 2010, net of probable insurance
recoveries. We also recognized other charges of $42 million in connection with the evaluation of potential resolution of certain legal
matters.

In the nine months ended September 30, 2009, we recognized a charge of $107 million for environmental liabilities deemed
probable and reasonably estimable in the period. We also recognized a charge of $111 million primarily representing an update to
our estimated liability for the resolution of Bendix related asbestos claims as of September 30, 2009, net of probable insurance
recoveries.

Note 5. Other (income) expense

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Equity (income)/loss of affiliated companies $ 3) $ 8 $ (16) $ (23)
Gain on sale of non-strategic businesses and assets (15) (15)
Interest income (13) (7) (29) (25)
Foreign exchange (1) 5 7 32
Other, net (58) (14) (48) 45
$ (75) $ (39) $ (86) 14

Other, net for the three and nine months ended September 30, 2010 includes a $62 million pre-tax gain, $39 million net of
tax, related to the consolidation of a joint venture within our Specialty Materials segment. The Company obtained control and the
ability to direct those activities most significant to the joint venture s economic performance in the third quarter, resulting in
consolidation. Accordingly, we have i) recognized the assets and liabilities at fair value, ii) included the results of operations in the
consolidated financial statements from the date of consolidation and iii) recognized the above noted gain representing the
difference between the carrying amount and fair value of our previously held equity method investment.

The Company has assigned $24 million to intangibles, predominantly the joint venture s customer contracts. These intangible
assets are being amortized over their estimated lives using the straight line method. The excess of the book value over the
estimated fair values of the net assets consolidated approximating $122 million, was recorded as goodwill. This goodwill is
non-deductible for tax purposes. The results from the consolidation date through September 30, 2010 are included in the Specialty
Materials segment and were not material to the consolidated financial statements.
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

Other, net for the nine months ended September 31, 2009 includes an other than-temporary impairment charge of $62
million. See Note 11 Financial Instruments and Fair Value Measures for further details.

Note 6. Earnings Per Share

The details of the earnings per share calculations for the three and nine months ended September 30, 2010 and 2009 are as
follows:

Three Months Ended Nine Months Ended
September 30 September 30
2010 2009 2010 2009
Basic
Net income attributable to Honeywell $ 499 $ 608 $ 1,353 $ 1,455
Weighted average shares outstanding 776.5 760.8 770.6 748.7
Earnings per share of common stock $ 064 $ 080 $ 176  $ 1.94
Three Months Ended Nine Months Ended
September 30 September 30
2010 2009 2010 2009
Assuming Dilution
Net income attributable to Honeywell $ 499 % 608 $ 1,353  § 1,455
Average Shares
Weighted average shares outstanding 776.5 760.8 770.6 748.7
Dilutive securities issuable - stock plans 6.3 3.2 6.7 2.4
Total weighted average shares outstanding 782.8 764.0 777.3 7511
Earnings per share of common stock $ 064 $ 080 $ 174  $ 1.94

The diluted earnings per share calculations exclude the effect of stock options when the options assumed proceeds exceed
the average market price of the common shares during the period. For the three and nine months ended September 30, 2010, the
weighted average number of stock options excluded from the computations were 21.7 and 18.3 million, respectively. For the three
and nine months ended September 30, 2009, the weighted average number of stock options excluded from the computations were
29.8 and 38.8 million, respectively. These stock options were outstanding at the end of each of the respective periods.

Note 7. Accounts, Notes and Other Receivables

September 30, December 31,
2010 2009

Trade $ 6,546 $ 6,183
Other 646 326

17
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Less - Allowance for doubtful accounts

7,192 6,509
(276) (235)
$ 6,916 $ 6,274
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)

(Dollars in millions, except per share amounts)

Trade Receivables includes $1,301, and $1,167 million of unbilled balances under long-term contracts as of September 30,
2010 and December 31, 2009, respectively. These amounts are billed in accordance with the terms of customer contracts to which

they relate.

Note 8. Inventories

Raw materials
Work in process
Finished products

Reduction to LIFO cost basis

Note 9. Goodwill and Other Intangible Assets - Net

September December
30, 31,
2010 2009
$ 1,148 988

852 796

2,184 1,823
4,184 3,607
(157) (161)

$ 4027 $ 3,446

The change in the carrying amount of goodwill for the nine months ended September 30, 2010 by segment is as follows:

Aerospace

Automation and Control Solutions
Specialty Materials
Transportation Systems

Determinable life intangibles:
Patents and technology
Customer relationships
Trademarks

Other

December Currency September
31, Translation 30,
2009 Acquisitions Divestitures Adjustment 2010
$ 1,891 $ $ $ 4 % 1,887

6,918 957 (34) 7,841
1,164 122 (3) 1,283

521 (3) 518

$ 10,494 $ 1,079 $ $ 44) $ 11,529

September 30, 2010

December 31, 2009

Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount

$ 1130 $ (656) $ 474 $ 1,053 $ (595) $ 458
1,680 (367) 1,313 1,359 (282) 1,077

404 (70) 334 164 (62) 102

538 (395) 143 514 (406) 108

3,752 (1,488) 2,264 3,090 (1,345) 1,745
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Indefinite life intangibles:
Trademarks 447 447 429 429

$ 4199 § (1,488 $ 2,711 $§ 3519 §$ (1,345) $ 2,174

Amortization expense related to intangible assets for the nine months ended September 30, 2010 and 2009 was $183 and
$191 million, respectively.
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20



Edgar Filing: HONEYWELL INTERNATIONAL INC - Form 10-Q

Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

We completed our annual impairment testing of goodwill and indefinite-lived intangibles as of March 31, 2010 and
determined that there was no impairment as of that date.

Note 10. Long-term Debt and Credit Agreements

September December
30, 31,
2010 2009
7.50% notes due 2010 $ $ 1,000
6.125% notes due 2011 500 500
5.625% notes due 2012 400 400
4.25% notes due 2013 600 600
3.875% notes due 2014 600 600
5.40% notes due 2016 400 400
5.30% notes due 2017 400 400
5.30% notes due 2018 900 900
5.00% notes due 2019 900 900
Industrial development bond obligations, floating rate maturing at various dates
through 2037 46 47
6.625% debentures due 2028 216 216
9.065% debentures due 2033 51 51
5.70% notes due 2036 550 550
5.70% notes due 2037 600 600
Other (including capitalized leases), 0.57%-15.50% maturing at various dates
through 2017 125 100
6,288 7,264
Less current portion (23) (1,018)
$ 6,265 $ 6,246
September
30,
2010
2010 $ 5
2011 529
2012 406
2013 606
2014 606
Thereafter 4,136
6,288
Less-current portion (23)
$ 6,265
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In the first quarter of 2010, the Company repaid $1,000 million of its 7.50% notes. The repayment was funded with the
issuance of commercial paper and cash provided by operating activities.

We sell interests in designated pools of trade accounts receivables to third parties. As of September 30, 2010 and December
31, 2009 none of the receivables in the designated pools had been sold to third parties. The terms of the trade accounts receivable
program permit the repurchase of receivables from the third parties at our discretion. As a result, program receivables remain on
the Company s balance sheet, reflected as Accounts,
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notes and other receivables with a corresponding amount recorded as either Short-term borrowings or Long-term debt. Program
costs are recognized as Interest and other financial charges in the Consolidated Statement of Operations.

Note 11. Financial Instruments and Fair Value Measures

Credit and Market Risk Financial instruments, including derivatives, expose us to counterparty credit risk for
nonperformance and to market risk related to changes in interest and currency exchange rates and commodity prices. We manage
our exposure to counterparty credit risk through specific minimum credit standards, diversification of counterparties, and
procedures to monitor concentrations of credit risk. Our counterparties in derivative transactions are substantial investment and
commercial banks with significant experience using such derivative instruments. We monitor the impact of market risk on the fair
value and cash flows of our derivative and other financial instruments considering reasonably possible changes in interest rates,
currency exchange rates and commaodity prices and restrict the use of derivative financial instruments to hedging activities.

We continually monitor the creditworthiness of our customers to which we grant credit terms in the normal course of
business. The terms and conditions of our credit sales are designed to mitigate or eliminate concentrations of credit risk with any
single customer. Our sales are not materially dependent on a single customer or a small group of customers.

Foreign Currency Risk Management We conduct our business on a multinational basis in a wide variety of foreign
currencies. Our exposure to market risk for changes in foreign currency exchange rates arises from international financing activities
between subsidiaries, foreign currency denominated monetary assets and liabilities and transactions arising from international
trade. Our objective is to preserve the economic value of non-functional currency denominated cash flows. We attempt to hedge
transaction exposures with natural offsets to the fullest extent possible and, once these opportunities have been exhausted,
through foreign currency exchange forward and option contracts with third parties.

We hedge monetary assets and liabilities denominated in non-functional currencies. Prior to conversion into U.S. dollars,
these assets and liabilities are remeasured at spot exchange rates in effect on the balance sheet date. The effects of changes in
spot rates are recognized in earnings and included in Other (Income) Expense. We partially hedge forecasted sales and
purchases, which predominantly occur in the next twelve months and are denominated in non-functional currencies, with currency
forward contracts. Changes in the forecasted non-functional currency cash flows due to movements in exchange rates are
substantially offset by changes in the fair value of the currency forward contracts designated as hedges. Market value gains and
losses on these contracts are recognized in earnings when the hedged transaction is recognized. Open foreign currency exchange
forward contracts mature predominantly in the next twelve months. At September 30, 2010 and 2009, we had contracts with
notional amounts of $3,552 million and $2,843 million respectively, to exchange foreign currencies, principally the U.S. dollar, Euro,
British pound, Canadian dollar, Hong Kong dollar, Mexican peso, Swiss franc, Czech koruna, Chinese renminbi, Indian rupee,
Singapore dollar, and Swedish krona.

Commodity Price Risk Management Our exposure to market risk for commodity prices can result in changes in our cost of
production. We primarily mitigate our exposure to commodity price risk through the use of long-term, fixed-price contracts with our
suppliers and formula price agreements with suppliers and customers. We also enter into forward commodity contracts with third
parties designated as hedges of anticipated purchases of several commodities. Forward commodity contracts are
marked-to-market, with the resulting gains and losses recognized in earnings when the hedged transaction is recognized. At
September 30, 2010 and 2009, we had contracts with notional amounts of $38 million and $59 million, respectively, related to
forward commodity agreements, principally base metals and natural gas.

Interest Rate Risk Management We use a combination of financial instruments, including long-term, medium-term and
short-term financing, variable-rate commercial paper, and interest rate swaps to manage the
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interest rate mix of our total debt portfolio and related overall cost of borrowing. At September 30, 2010 and December 31, 2009,
interest rate swap agreements designated as fair value hedges effectively changed $600 million of fixed rate debt at a rate of 3.875
percent to LIBOR based floating debt. Our interest rate swaps mature in 2014.

Fair Value of Financial Instruments The FASB s accounting guidance defines fair value as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date (exit
price). The FASB s guidance classifies the inputs used to measure fair value into the following hierarchy:

Level 1 Unadjusted quoted prices in active markets for identical assets or liabilities
Level 2 Unadjusted quoted prices in active markets for similar assets or liabilities, or

Unadjusted quoted prices for identical or similar assets or liabilities in markets that are not
active, or

Inputs other than quoted prices that are observable for the asset or liability

Level 3 Unobservable inputs for the asset or liability
The Company endeavors to utilize the best available information in measuring fair value. Financial and nonfinancial assets and
liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value measurement. The
Company has determined that our available for sale investments are level 1 and our remaining financial assets and liabilities are
level 2 in the fair value hierarchy. The following table sets forth the Company s financial assets and liabilities that were accounted
for at fair value on a recurring basis as of September 30, 2010 and December 31, 2009:

September 30, December 31,

2010 2009
Assets:
Foreign currency exchange contracts $ 25 % 11
Available for sale investments 345 141
Interest rate swap agreements 30 1
Forward commaodity contracts 3 4
Liabilities:
Foreign currency exchange contracts $ 15 § 3
Interest rate swap agreements 3
Forward commaodity contracts 4

The foreign currency exchange contracts, interest rate swap agreements, and forward commodity contracts are valued using
broker quotations, or market transactions in either the listed or over-the-counter markets. As such, these derivative instruments are
classified within level 2. The Company also holds investments in marketable equity securities, commercial paper, certificates of
deposits, and time deposits that are designated as available for sale and are valued using market transactions in over-the-counter
markets. As such, these investments are classified within level 2.
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The carrying value of cash and cash equivalents, trade accounts and notes receivables, payables, commercial paper and
short-term borrowings contained in the Consolidated Balance Sheet approximates fair value. The following table sets forth the
Company s financial assets and liabilities that were not carried at fair value:

September 30, 2010 December 31, 2009
Carrying Fair Carrying Fair
Value Value Value Value
Assets
Long-term receivables $ 231 % 225 3 317  §$ 303
Liabilities
Long-term debt and related current maturities $ 6,288 $ 7,109 $ 7264 $ 7,677

In the three and nine months ended September 30, 2010, the Company had assets with a net book value of $13 million and
$31 million, respectively, specifically property, plant and equipment, software and intangible assets, which were accounted for at
fair value on a nonrecurring basis. These assets were tested for impairment and based on the fair value of these assets the
Company recognized losses of $12 million and $29 million, respectively, in the three and nine months ended September 30, 2010,
primarily in connection with our repositioning actions (see Note 4 Repositioning and Other Charges). The Company has determined
that the fair value measurements of these nonfinancial assets are level 3 in the fair value hierarchy. In the three and nine months
ended September 30, 2009, the Company had assets with a net book value of $7 million and $36 million, respectively, that were
accounted for at fair value on a nonrecurring basis. Based on the fair value of these assets the Company recognized losses of $4
million and $13 million, respectively, in the three and nine months ended September 30, 2009.

The Company holds investments in marketable equity securities that are designated as available for sale securities. Due to
an other-than-temporary decline in fair value of these investments, the Company recognized an impairment charge of $62 million in
the nine months ended September 30, 2009 that is included in Other (Income) Expense.

The derivatives utilized for risk management purposes as detailed above are included on the Consolidated Balance Sheet
and impacted the Statement of Operations as follows:
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Fair value of derivatives classified as assets consist of the following:

September December
30, 31,
Designated as a Hedge Balance Sheet Classification 2010 2009
Foreign currency exchange contracts Accounts, notes, and other receivables $ 23 $ 8
Interest rate swap agreements Other assets 30 1
Commaodity contracts Accounts, notes, and other receivables 3 4
September December
30, 31,
Not Designated as a Hedge Balance Sheet Classification 2010 2009
Foreign currency exchange contracts Accounts, notes, and other receivables $ 2 3 3
Fair value of derivatives classified as liabilities consist of the following:
September December
30, 31,
Designated as a Hedge Balance Sheet Classification 2010 2009
Foreign currency exchange contracts Accrued liabilities $ 11 1
Interest rate swap agreements Accrued liabilities 3
Commaodity contracts Accrued liabilities 4
September December
30, 31,
Not Designated as a Hedge Balance Sheet Classification 2010 2009
Foreign currency exchange contracts Accrued liabilities $ 4 3

Gains (losses) recognized in OCI (effective portions) consist of the following:

Three Months Ended
September, 30

Nine Months Ended
September, 30

Designated Cash Flow Hedge 2010 2009 2010 2009

Foreign currency exchange contracts ~ $ 8 $ (1 $ 16 $ 8

Commodity contracts (3) (9) (6) 4)
18
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Gains (losses) reclassified from AOCI to income consist of the following:

Three Months Ended Nine Months Ended
Designated September 30, September 30,
Cash Flow Hedge Income Statement Location 2010 2009 2010 2009
Foreign currency Product sales $ 7 $ 25 % (13) $ 35
exchange contracts Cost of products sold 11 (16) 20 (28)
Sales & general administrative 1 1 @) (1)
Commodity contracts Cost of products sold $ 1 $ 2 $ 4 $ (6)

Ineffective portions of commodity derivative instruments designated in cash flow hedge relationships were insignificant in the
three and nine months ended September 30, 2010 and September 30, 2009 and are located in cost of products sold. Foreign
currency exchange contracts in cash flow hedge relationships qualify as critical matched terms hedge relationships and as a result
have no ineffectiveness.

Interest rate swap agreements are designated as hedge relationships with gains or (losses) on the derivative recognized in
Interest and other financial charges offsetting the gains and losses on the underlying debt being hedged. Gains on interest rate
swap agreements recognized in earnings were $10 and $30 million in the three and nine months ended September 30, 2010.
These gains were fully off-set by losses on the underlying debt being hedged. Gains on interest rate swap agreements recognized
in earnings were $8 million and $6 million in both the three and nine months ended September 30, 2009. These gains were fully
off-set by losses on the underlying debt being hedged.

We also economically hedge our exposure to changes in foreign exchange rates principally with forward contracts. These
contracts are marked-to-market with the resulting gains and losses recognized in earnings offsetting the gains and losses on the
non-functional currency denominated monetary assets and liabilities being hedged. For the three and nine months ended
September 30, 2010, we recognized $18 million and $2 million of income, respectively in Other (Income) Expense. For the three
and nine months ended September 30, 2009, we recognized $13 million and $81 million of income, respectively in Other (Income)
Expense.

19

27



Edgar Filing: HONEYWELL INTERNATIONAL INC - Form 10-Q

Honeywell International Inc.
Notes to Financial Statements
(Unaudi