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Dear Shareowner:

udging by the flaitering attention
AlliedSignal's performance has attracted
on Wall Strect and in the media, vour
management might be tempted o con-
clude that we had finally “arrived” and were
poised for induction into the club of the world’s
premicr companics,

Let me assure you: We know better. We've
made progress, but we have a long way to go.

True, our 86,000 employees have every reason
to be proud of the remarkable strides they've made
since 1991, when the company embarked on a jour-
ney of fundamental change
Earnings have grown substan-
tally, and sharcowners have
had the pleasure these last
three vears of watching the
market value of the company
increase by $7.6 billion or 208
percent.

In 1993 alone:

® Larnings grew 23 per-
cent to a record $656 million.

@ Operating margin
widened 25 percent to 8.1 per
cent from 6.5 percent (up from
1.7 percent in 1991).

@ Our share price (before
adjusting for the March 1994
two-for-one split) began the
vear at $60.50 and ended 1993 ok I
at 879, an increase ot 31 ' -
percent

@ Return on equity for 1993 was 30.6 percent

@ Productivity improved 5.8 percent

@ Free cash flow totaled a record $365 million

Unlike most long, arduous journeys, which pro-
vide few satisfactions until the destination is
reached, ours has brought immediate rewards —
and also a broader vision of the destination itself. As
we change and improve, we discover many more

Income’

® Although we have pecled away some layers of
burcaucracy which impede our responsiveness to
customers, others remain and continue to slow us
down.

¢ While we have overhauled our primary
processes, other important ones remain untouched.
Our carly efforts to improve speed have demonstrat-
ed that cycle-time reduction initiatives can achieve
ten-fold improvements, but the vast majority of such
gains are still ahead of us.

® It's nice to be able to report sharply growing
carnings in the face of recession in some of our key
markets, but our stagnant sales are hardly the sign of
a growth company.

® Although our materials management efforts
have already reduced costs substantially and improved
our products, the program is not yet mature, and it
will vield greater gains over the
NEXT IWO years,

® New proprictary prod-
ucts have holstered our leader-
ship in many markets, but our
initiative to accelerate the new
product commercialization
process will enrich the returns on
our investments in rescarch and
technology.

® We took some important
steps toward globalization in
1993, but our ¢fforts in the high-
33 wrowth markets of the Pacific

Rim nced to be accelerated.
Clearly, we have a lot more
to do,
Apart from guantitative
results, the big difference
between where we stood in mid-
1991 and where we stand at the
threshold of 1994 is that our emplovees are begin-
ning to sense what they can achieve.

A couple of years ago our people saw some of
the giants of American industry struggling with run-
away costs and changed realities in their markets. To
avoid a crisis of our own, we articulated a vision of
what kind of company we wanted to be — premicer,
distinctive and successful — and the values we need-

cd to share — among them, integrity, tcamwork,







pany that hasn't boarded the TQ bandwagon. But
boarding and reaching a charted destination are not
the same. For us, TQ is not theory: it means results
immediate, tangible results. TQ is not for just a
few elite change agents; it's for every one of our
cmployees, Evervone

We set out to persuade all our employees
that customerrs, not organization harts, are
why our company exists, Customiers should be
first in our minds every day and in everything
we dos if we cannot satisfy them, we don’t have
jobs. We said that improvement would come
only if our employees told us how they could
do their jobs better and faster. We told our
people that TQ would provide powerful tools
to unleash their unigue abilities, working both
individually and in teams. We began to move
from a vertical, hierarchi
cal, department-oriented
organization to a horizonal Market Value
one, governed by cross
tunctional, multi-level
process-oriented teams
focused on satisfying cus
tomers,

he underiving principle
was not revolutionary. When
people are convineed that thei
ideas are wanted and they put
their heads together, they
always come up with better
wavs of doing things. When
teams are challenged to gener
ate ideas tor change and
cmpowered to implement
them, vou suddenty see sparks
of creativity as people many for the first time
come 1o believe that they reaily do have the ability to
aftect their jobs and improve their company. When
existing pockets of excellence are identified and their
methods are spread throughout the company, you
begin to see the resources of a big business and the
agihity of a lean business mesh into one competitive
powerhouse

We undertook to provide cach of our employ
ces with Total Quality training by the end of 1993
I'hat goal has been reached. Visit any of our plants
from South Bend to Singapore, and you will find
posted oo our bulletin boards not slogans or motiva
tional posters but graphs which chart the improve
ments wrought by one or more of our 6,000 teams

or which clearly proclaim the need for improve

ment AlliedSignal emiployees in 40 countries speak

in different tonguces, but they are beginning to talk

the same language of customer focus, teamwork,
cycle-time reduction, speed, continuous improve
ment and zero-defect products

But tcamwork among cmployees is not
enough to get the job done. Whatever success
we've had has resulted from partnering — not
only internally, but also with key constituen-
cies outside our company: customers, suppli-
ers, acquired companies, joint venture allies
and investors, HHustrations of these partner-
ships appear in the next section of this report.

Today we have hundreds of joint TQ teams
which include our own employees and those of
customers. Each of these teams has a specific prob-
lem to solve or business mission to accomplish. The
lines of demarcation between our customers and
oursclves blur as we work together to improve our
products. speed our service and
help cach other reach mutually
beneticial goals

Customers who not so
long ago told us we were not
responsive are telling us today
how much we've improved by
focusing on their needs and
making them partners in the
scarch for solutions. Several
customers have been so
impressed by the speed and
scope of change at AlliedSignal
that they have requested our
total Quality training programs
for their own employees

Partnerships with sup-
pliers, too, have made a big
difference in our perfor-
mance. Demands by deflation-afflicted businesses
for everdower prices have forced many companies to
adopt the strategy of reducing the number of suppli
ers, buving more from cach and securing better
Pi'l( S

Certainly our own customers’ price demands
have obliged us to seek better prices from our sup
plicrs. But we are trving to do more than just
demand lower prices; we cannot make our products
without a steady, reliable low of quality components
and services from strong, viable companics. And so
we have formed partnerships with and provided TQ
training to our key suppliers to help them become
more productive. By lowering their cost of doing
business, they can offer us better value and still be
profitable. We've also worked with them to redesign
components and processes so that they better fit

both our needs and those of our customers




Our growth plans include both internal
growth selling more of our existing prod
ucts and deve ,v»iun'.; NCW ONes and external
growth from niche acquisitions, alliances with

joint venture partners and globalization
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- Partnerships
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AlliedSignal

imunity (0 ensure that the company’s goals arc understood |
respond (o their information needs In 1993, inmvestor contic

dded $2.6 billion of market value to company s shares, a




WHAT WE DG

A Look at AlliedSignal’s Major Businesses and Products

Aerospace Business Units
v

A 4
Fibers:

Chemicals:

Plastics:

Advanced Materials:

Principal Products
v



Markets Facilities Net Sales
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AEROSPAG

Delivering Strong Earnings in Difficult Markets




Attention to quality and customer
service heiped AlliedSignal Aerospace
win more than 65 percent of the major
equipment contracts it competed for
in 1993.
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AUTOMOTIVE

Meeting Growing Consumer Demand for Safety Features
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A resurgent North American car and
truck market helped offset a decline
in Europe, as did strong corsumer
demand for vehicles equipped with
anti-lock brakes and air bags.
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ENGINEERED MA

Growing through New Products and Global Expansion
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TERIALS
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AlliedSignal is changing its fluorines
business as it prepares for the
mandatory phaseout of CFCs and
meets burgeoning demand for
environmentally safer substlitutes.
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ENVIRONMENT

Preserving Health, Safety and the Environment
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AlliedSignal’s environmental audit
program has been used as a model by
companies around the worid
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Management’s Discussion and Analysis

n 1993, the Company initiated a number of

new programs and furthered those begun in

1991 and 1992 to strengmen and grow its
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The Company strengthened a number of major

businesses in 1993:
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The Company s common stock will be split 2-for-1.
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Th(" Company expects 1o raise the regular quar-
lerly dividend on its common stock by 16 percent,
from $0.1485 to $0.1675 per post-gplit share, begln
ninyg with the second quarter payment of 19984,
rterhy dividend
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LG percent in Fob 1993
The Company adopted effective January 1, 1993,
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esults of Operations. /e Company's earnings
grew to record levels in 1993 benefitting from
productivity actions and only a slonely recovering
LN eeemomy, which more than offset the impact
uf a depressed aerospace imdustry and a reces
ston in Europe

Net sales in 1993 were $11.827 million, down 2 percent
from last year. Of the $215 million decrease, $206 million was
the effect of the stronger dollar on Automotive and 881 mil-
lion was because of reduced sales volumes, reflecting the
recession in Europe and weakness in the acrospace industry
offset in part by 872 million of price increases,

Cost of goods sold, s 1 percent of sales, decreased from
824 percent in 1992 ta 80.8 percent in 19935, This was the
second consecutive vearly decrease. The improvement was
the result of productivity gains, including cvcletime reduc
tons and materials management initiatives throughout the
Company. Overall, productivity (the constant dollar basis rela
tionship of sales 1o costs) grew by 5.8 percent over fast year

Nonrecurring items consist of a net gain of $16 million
from the formation of the Knorr-Bremse venture offset mainhy
by the co soveral unusual items, See Note 5 of Notes to
Financial Statements for additional information

Income from operations of $954 million in 1993
improved by $539 mitlion. Excluding the nonrecurring items
in 1993 and the current year's impact of adopting FASB No
112 as well as charges for streamlining and restructuring in
1992 (special provisions), income from operations improved
by $173 milhon, or 22 percent, reflecting significant carnings
gains despite a generally slow world economy. After excluding
the special provisions. Aerospace's income increased 4 per
cont and Automotive's and Engineercd Materials’ income both
increased 32 percent. Profit margins increased from 6.5 per-
cent in 1992 1o 8.1 percent mainly as a result of improved
productivity throughout the Company. See the discussion of
net income below for information by segment

Equity in income of affiliated companies of 5122
million increased by $19 million. or 18 percent, reflecting
migher earnings in the UOP process technology joint venture
(LIOP). The Paxon high-density polvethvlene joint venture
(Paxon), however, had lower income as industry overcapacity
depressed prices, mainly in the first half of the year

Earnings from Union Texas investment rcficcts the
disposition of the Company’'s common stock holdings in 1992
as discussed i Note 21 of Notes to Financial Statements

Other income (expense), 1 59 million loss, compares to
4 gain of $9 million in 1992 reflecting increased foreign
exchange losses in Europe and Brazil partly offsct by higher
mterest income from investments in shortterm securitics

Interest and other financial charges of 5157 million
decreased 363 million, or 29 percent, from last vear because
of & lower average level of total debt outstanding, reflecting in
part, the redemption of three debt issues and lower interest
rates

The effective tax rate in 1993 was 279 percent com-
pared 1o 238 percent in 1992, Excluding the impact in 1992
of streamlining and resiructuring charges and the gain relating
to Union Texas Petroleum Holdings, Inc. (Union Texas), the
effective tax rate tor 1992 was 24.1 percent. The 3.8 percent-
age point increase was due to a higher level of carnings taxed
at the new higher US tax rate and the absence of preferen-
ttally taxed Union Texas dividends. A partia! offset resulted
trom an adjustment to deferred tax balances because of the
1993 tax rate change. Net income for 1993 benefited by about
$0.02 a share from the net etfect of the 1993 tax law changes.
See Note 7 of Notes to Financial Statements for further infor-
Mation on iNCOmMe mxes.

income before the cumulative effect of changes in
accounting principles of 3656 million, or $2.31 a share, in
1993 was favorable by $121 million. or $0.41 a share, com-
parcd to $535 million, or $1.90 a share, last vear

Net income {loss) in 1993 was income of $411 million,
or $1.45 a share. In 1992 the Company reported i loss of
$712 million, or $2 52 & share. However, both periods were
mpacted by the cumulative effect of adopting accounting
changes as well as unusoal items. 1993 results included the
current year's charge for adopting FASB No. 112, 4 net nop-
recurring gain and the impact of the US, tax increase. Results
in 1992 include streamlining and restructuring charges and
the gain on the disposition of the Company's interest in Union
lexas. Excluding these items from both years, current year's
net income was $059 million, or 52 33 a share, which com-
pares with net income of $541 million, or $1.92 a share, in
1992 The higher income was the result of significant
increases tor Automotive and Engincered Materials

A discussion of the operations of the business seg-
ments, hefore the cumulative impact of accourting changes
on net income, follows. Adjusted net income excludes the
impact of the 1993 ponrecurring items and the 1992 siream-
lining and resvucturing provision, (Dollars in millions)

Adjusted
Acrospace Net Sades  Net Income  Net Ineome
1994 4,550 §224 $228
1992 1937 105 227
Increse/Decregse) WML L4 $119 5 1

Acrospace sales decreased 8 percent because of continued
significant volume reductions in military. commercial and gen-
cral aviation markers. Lower production of general aviation
aircrafr resulted in fewer propulsion engine deliveries
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Income (Loss) Bators Cumulative Effect
of Changes in Ascounting Principies
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Aftcrmarket sides were significantly lower in the auxibiary
power unit product line. Mainly because of i reduction in the
number of alrceatt built, sales of controls and aocessories angd
it systems as well as avionios and communications systems
were matenally lower Techmical service contracts awarded
Virlous government agenaics and sales of ocean systems
increased modenitely Sales of wecratt anding systems
tncreased shighth . and aftermarket sades related to propulsion
engines were higher The acguisition of Sundsteand's data
control business in the fourth gquarter of 1994 contributed
529 mithion 1o sales

Overall, the Company's 1993 sales to the Department of
Detense (DOD), as a prime contractor and subcontractor
dechned by T percent compared to 1992 hecause of reduced
defense spending Sales 1o the commercial and foreign govern
ment markets declined by 9 percent. while sales to the
National Acronautios wod Space Admvinistration (NASA) and
other U8 government agencies increased by 6 percent in
1995 Sales to the DOD accounted for 31 percent of Acro
sprace's total safes, a decrease of 1 percent compared to 1992

Although total sales were lower and 19938 rosalts included
an aftertax Charge of 85 milhion retlecting the carrent year's
unpact of adopting FASB No. 112, Acrospace's adjusted net
income improved shightly compared to last year Continuing
productivity improvements and sales increases in several prod
uct hines were the preincipal offsers. Significant cost savings
were realized at every operiting business unit. Acrospace Sys
tems and Equipraent had subsuntiadly higher earnings. Higher
wfrermarket sales related o aieeralt landing svstems, propul
sion engines and gudance and control systems as well as
Higher sides of oecan systems and technical services also con
tributed o the favorble carnings. Barnings were lower for
aviooios and ausiliary power and communications systems
beciuse of reduced sales

Changing detense priorities and severe fedecal budget pres
sures are oxpecied to continue o restrain fundiog for DO
relared aerospace products over the next fow vears. As i
result, a pumber of the Company's military and space pro
gramis may be stretched out, curtalled or cancelled

Fhe commercial airline industry continues 1o be i o cveli
cal downturn brought on in part by the recession. Mam
aichine carviers have cancelled new aircratt orders reflecting
the excess capacity of the workd airline feet and the reloe
tance of commercial carriees 1o fnance new airerift
purchases. With improved economic conditions, air tralti
should continue o rebound and, over the longterm, drive the
demand for new aireraft and mitigate the impact of continued
reductions in defense spending

Fhe Company contiitues 1o receive significant Contracts
from the commercial aviation industry, DOD and NASA and

Effect of Changes in Accounting Principles ;

Folars Do shaey

carnings are expected o remain strong. The strength reflects
the broad diversification of the Company s acrospriice bust
nesses and the quality of s products and services. Amang the
Company's contracts are 4 number of priority development
programs and system upgrades which are believed o be vital
1o the nation's defense

Fhe Company, as are other government contractors, is sub
et to government ivestigations of business practices el
complinnee with government procurement regulations
Although such regulations provide that 3 contractor may be
suspended o debarred from government contiacts under cer
tn clrcumstances and the outcome of pending government
investigations cannot be deterpined, management is not pres
ently aware of any such investigation which it expects will
have 5 material adverse effect on the Company

Funded backlog of $1.283 and $1.557 milhon at December
A998 andd 1992, respectively, consists of ufilled firm
orders from the 1S and foreign governments for the Come
pany s aerospace products fore which funding has been both
authorized and appropreated by the customer Total negoti-
ated backlog of $4.773 and $4.859 million at yearend 1994
and 1992 respectively, also includes fiem orders for which
funding has not ver been appropriated as well as commercial
contracts. The Company anticipates that approximaiely
§2 535 million of the total 1993 backlog will be filled during
1994

Actjusted

Automotive Net Sales  Net Inconie et bngome
1994 S4. 500 L LT SN
1942 1499 't 141
b e ase s 7 5150 S a8

Automotive sales wore essentially fevel with last vear
despite the negative impact, totaling $ 206 million, of translit-
ing mudnly weakened Furopean cusrencies to the LS dollar
Sales of all products in the North American market were
higher Ortginal equipment COE) sales for passenger cars, light
trucks and heavy trucks rebounded. The Company has signifi
cant product content on light trucks. Sales of passengerside
air bags were especlally strong and sales of seat belts,
aftermarket products, turbocharging systems and antidock
braking systems (ABS) also improved. Sales by the Company's
HBrazilian operations improved after a number of disappointing
vears because of poor econonic conditions in that country
OF and aftermarket prodoct sades were nuaierially lower in
Furope reflecting the impact of the recession

Automaotive s adjusted net income increased significantly,
reflecting bigher safes to the North American OF manufactur
cos and the attermarket and strong productivity gains. Ration
alization and enhanced productivity programs continued,
mainly in Europe, where sales are down materially due o the



poar ‘economy. In the North American market, automotive
and truck brakes, safety restraints, aftermarket products and
“turbochargers had substantial earnings growth. Productivity
improvements and higher sales volumes substantially reduced
prior year losses in Brazil. The 1993 results include an after-
tux charge of 83 million retlecting the current year's impact of
adopting FASE No. 112

The Company introduced new ABS products in Europe and
the U8, in 1993 which strengthened its position in braking
systems for new vehicle prodaction. Although its market share
remains less than i0 percent, the Company is developing
more advanced wechnology that should strengthen its competi-
tive position by 1996,

Increased competitive activity across all product lines and
increasing product and cost demands from customers will
continue (O put pressure on the Company s automotive busi-
ness. However, the Company believes it will more than offset
these market conditions through product innovation, aggres-
sive productivity actions to reduce costs and by acceleriting
the process of supplving integrated automotive systems to the
globul marketplace. To improve operating efficiencies. the
Company initiated plans in 1991 and 1992 to significantly
reduce the number of its worldwide locations. By the end of
1993, 20 operating plants had been closed. Sales offices, distri-
bution centers and rescarch and development facilities are
also being consolidated,

Adjusted
Fngineered Materials Net sales  Net Income  Net Income
1994 $2.791 $209 8272
1992 2600190 218
Increase S 190 $§79 5 57

Engincered Materials had a 7 percent sales increase. Sales
of fluorine products, including environmentally-safer substi-
tutes for CFOs, grew substantially and sales of laminate sys-
tems. oximes, performance additives and tar products swere
materially higher Sales of carpet and industrial fibers also
improved, but sales of intermediate chemicals and environ-
mental catalysts were lower because of weak market
conditions

Enginecred Materials” adjusted net income was significantly
higher in 1993 because of strong productivity gains and
improved revenues for fluorine products, industrial fibers, per
formance additives and ar products. Results also improved for
UOP. Partinlly otfsetting these gains were higher operating
costs for liminate systems. reduced demand for intermediate
chemicals and lower carnings for Paxon. 1993 results include
an aftertax charge of 32 million reflecting the current year's
impact of adopting FASB No. 112

environmental matters, (¢ Compan s

subject 1o vartous federal. state and local requirements relating
0 the protection of the environment. The Company belicves
that, as a general matter, its policies, practices and procedures
are properly designed to prevent unrcasonable risk of environ-
mental damage and that its handling, manufacture, use and
disposal of hazardous or toxic substances are in accord with
enviconmental laws and regulations, However, mainly because
of past operations and operitions of predecessor companics,
the Company is a party to lawsuits and claims and has
incurred remedial response and voluntary cleanup costs asso-
clated with environmental matters. Additional lawsuits. claims
and costs involving enviconmental matters are likely to con-
tinue to arise in the future. The Company continually con-
ducts stuclies, individually at Company-owned sites, and jointly

as 4 member of industry groups at nonowned sites, to deter-
mine the feasibility of various remedial technigques to addecss
envirconmental matters. The Company records approprisie lia
hibities for such matters when enviconmental assessments are
made or remedial efforis are probable and the costs can be
reasomibly estimated. The timing of these accruals is generally
on the completion of feasibility studics or the settlement of
claims, but in no event later than the Company's commitment
o a plan of action

Remedial response and voluntary cleanup expenditures
were $65 and $69 million in 1993 and 1992, respectively, and
are currently estimated (o increase to approximately $96 mil
lion in 1994 While annual expenditures have generaily
increased from yearto-year, and may continue o increase over
time, the Company expects it will be able to fund such
expenditures from cash flow from operations. The timing of
expenditures depends on a number of factors, including roga-
latory approval of cleanup projects, remedial technigues to be
utilized and agreements with other parties.

During 1993 the Company charged $41 million against
income for remedial response and voluntary cleanup costs. At
December 31, 1993 the recorded liability for environmental
matiess wis $480 mittion. In addition. the Company incurred
ongoing operating costs, and made capital expenditures of
$39 million, refating to compliance with environmental
regulations

Although the Company does not currently possess suffi
cient information to reasonably estimate the amounts of labuli-
ties to be recorded upon future completion of studies or
scttlements, and neither the timing nor the amount of the
ultinmuate costs associated with environmental matters can be
determined, they may be signiticant (o the Company s consolk
dated results of operaticons. Management does not expect that
eavironmental matters will have a material adverse effect on
the consolidated inancial position of the Company

See Note 19 of Notes to Financial Statements for a discus
sion of the Company's commitments and contingencics,
including those related to environmental mattees

Inflation has not been a significant factor for the Company
in recent years. Cost increases for abor and material have
generally been low, and any impact has been otfset by pro-
ductivity enhancement progranis.

inancial Condition. «ush flow from operating
activities was materially higher as a resall of
strong earnings growth and a strengthening bal-
ance sheet which reflects greatly improved operal-
g working capital and a sigaificant cusiomer
advance.
Total assets . December 31, 1993 were 510,829
million, an increase of $73 million from December 31, 1992
Cash and cash equivalents at vearend 1993 were $892 mil
lion, a decrease of $39 mitlion, however, cash investmcnts
classificd as longterm increased $40 mithon, to $90 million, at
December 31, 1995 Cash Hlows from operating activitics, pro-
vided by significantly improved earnings tor 1993 and a redluc-
tion in working capital, increased by $111 million. The cur-
rent ritio at vear<nd 1993 was 1 3x, down slightly from 1 4x
at December 31, 1992 Mainly through a reduction in
accounts receivable and inventories, the Company's working
capital turnover was improved to 4.8x at Decambor 31, 1993
from 4 5x a year carlier



Parcent of Total Capital gt
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The maximum amount of borrowing ovailable under
the Company's revolving credit 4, reements (Credit Agree
ment) was reduced by the Compaay in July 1993 from $1.11
Billion to $900 million, reflecting the Company 's strong cash
position, significantly higher carnings and current credit
reguitements. The Credit Agreement stpports the issuance
of commercial paper as well as outstanding floating rate
Employee Stock Ownership Plan (ESOP) notes. There was
£164 million of commercial paper outstanding at year<¢ncd
1995 and $4 mullion at the end of 1992, Commercial paper
borrowing reached a high of $484% million during 1993, Owt
standing ESOP notes, at favorable floating interest rates
totaled $259 million at December 31, 1993 and 1992

Total debt it vourend 1993 was $1.960 mitlion, a
decrease of $153 million. Long-term debt was reduced by
$175 mitlion mainly from the redemption of various
debt issues. The Company's total debt as a percent of capital,
after the adoption of PASH No. 112, was 42.7 pereent at
December 31, 1993 down from 44.7 percent at year<nd
1992, The tongterm debt to capital ratio was 37.9 percent at
yeareond 1993, down from 40.5 percent at yearend 992, See
Note 14 of Notes to Financial Statements for details of
longterm debt and a discussion of the Credit Agreement, In
January 1993 Moody s upgraded the Company’'s long-term
debt from A3 to A2 and its commercial paper from P2 to P-|
This tollowed a comparable upgrading from Standard & Poor's
in December 1992

Fhe adoption of FASB No. 112 does not impact the Com
pany uncer the terms of its outstanding debt and its existing
Credit Agreenment or the pavment of dividends to sharcown
ers, i part becanse the accounting change has no cffect on
cash

The Company repurchased 6.7 million shares of
common stock for $220 million in 1993 Common stock
was repurchased in 1993 (o offset the issuance of shares for
emplovee benefit plans and a sharcowner dividend reinvest
ment plan. At yearend, the Company had 74.4 mithion shares
of common stock held in treasury carcied at 81,437 million
As of year<nd 1993 the Company had remaining authority to
repurchase 165 miilion shares of common stock.

Capital expenditures during 1993 were 8718 million, an
increase of $27 million from the 691 mullion spent in 1992
Spending by the segments and Corporate since 1991 is shown
in Note 25 of Notes to Financial Statements. The Company’'s
total capital expenditures in 1994 are currently projected at
about $610 million. The expenditures are expected to be
financed by internally generated funds. Approximately 58 per

cent of the projected 1994 expenditures are planned for
expansion and cost reduction, 31 percent for replacement and

Return on Shareowners' Equity

mainicmance and 11 percent for environmental and other
projects

1992 Compared with 1991

n 1991 and 1992, the Company took a series of

bold initiatives to establish the foundation for

sustained business growth. (he¢ Company substan:

tially reduced fs layers of management, improved cyele

time, deamatically enhanced customer responsiveness,

increased productivity, consolidated businesses and
closed unproductive plants, and significantly improved overall
competitiveness. The Company estimates that these programs
contributed significantly to the improved 1992 operating
income

In 1892 the Company disposed of its hoidings in
Union Texas for $940 million. e Company realized a
pretax gain of $357 million Gaftertax $221 million, or $0.78 a
share)

In 1992 the Company established a provision of
$368 million (after-tax $227 million, or $0.80 a share)
for streamlining and restructuring programs to
improve the Company’s overall productivity. Those pro
grams include the consolidation of facilities, further streamlin-
ing of operations und administration, and the cost of product
modifications to improve customer satistaction

The Company adopted, etfective January 1, 1992,
two accounting changes related to retiree health
benefits and income taxes. I A5 Statement Noo 106~

Employers' Accounting for Postretirement Benefits Other
Than Pensions (FASB No. 106) requires the Company to
accrue the estimated cost of retiree medical and life insurance
payments during an employee s active service life. FASB State
ment No. 109 —"Accounting for Income Taxes' (FASB No
109) requires an asset and liability approach to taxes. The
current year's impact of FASE Nos. 106 and 109 s an aftertax
provision of $23 million, or $0.08 a share, and an aftertax
provision of $2 million, or $0.01 a share, respectively. As part
of the adoption, the Company recorded “catchr-up” after-tax
charges totaling $1.25 billion. or $4 42 a share. A charge of
$1.1 billion relating to FASHE No. 106 reflects a number of
steps taken by management, including one which fimits future
retiree medical benctits ar approximately twice the level of
1992 A charge of 5148 million relates to FASB No. 109, These
one-time charges reduced the Company 's sharcowners’ equity
by 42 percent. As a result of adopting these accounting
changes, the Company reported a net loss of $712 million, or
$2.52 a share, in 1992
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inancial Condition

Total assets

The maximum amount of horrowing

Total debt

Regarding environmental matters,

The Company repurchased 5.3 million shares of
common stock | | [ {

Capital expenditures
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Note 17. Stock Options and Awards Note 18. Cumulative Foreign Exchange Translation
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Mote 25. Segment Financial Data




foaote 6. Unaudited Quarterly Financial Inforination
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Aledbigoal Inc.,

101 Columbria Road
PO Box 2245
Murristown,

New Jersey 79622245
LLS.A,

AdliedSignals

Acrospace. Automotive
and Enginecred Marerials
businesses serve vital
induseeies in wajor
narkets arotnd the wodd
The company has 86,400
cmployees at sume 400
facilities in 40 countries
and territories.




