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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, 2011.
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PART I. FINANCIAL INFORMATION

The financial information as of March 31, 2012 should be read in conjunction with the financial statements for the year ended

December 31, 2011 contained in our Form 10-K filed on February 17, 2012.

ITEM 1. EINANCIAL STATEMENTS

Honeywell International Inc.
Consolidated Statement of Operations

Product sales
Service sales

Net sales

Costs, expenses and other
Cost of products sold
Cost of services sold

Selling, general and administrative expense
Other (income) expense
Interest and other financial charges

Income from continuing operations before taxes
Tax expense

Income from continuing operations after taxes
Income from discontinued operations after taxes

Net income
Less: Net income attributable to the noncontrolling interest

Net income attributable to Honeywell

Amounts attributable to Honeywell:

Income from continuing operations less net
income attributable to the noncontrolling interest
Income from discontinued operations

Net income attributable to Honeywell

Earnings per share of common stock- basic

(Unaudited)

Three Months Ended
March 31,

2012 2011

(Dollars in millions, except per
share amounts)

$ 7377 $ 6,813
1,930 1,859

9,307 8,672

5,571 5,194

1,309 1,230

6,880 6,424

1,231 1,232

(15) (29)

89 99

8,185 7,726

1,122 946

297 256

825 690

18

825 708

2 3

$ 823 $ 705
823 687

18

$ 823 $ 705
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Income from continuing operations 1.06 0.87
Income from discontinuing operations 0.03
Net income attributable to Honeywell $ 1.06 $ 0.90
Earnings per share of common stock- assuming dilution

Income from continuing operations 1.04 0.86
Income from discontinuing operations 0.02
Net income attributable to Honeywell $ 1.04 $ 0.88
Cash dividends per share of common stock $ 03725 $ 0.3325

The Notes to Financial Statements are an integral part of this statement.

3




Edgar Filing: HONEYWELL INTERNATIONAL INC - Form 10-Q

HONEYWELL INTERNATIONAL INC.

Consolidated Statement of Comprehensive Income
(Unaudited)

Net income

Other comprehensive income (loss), net of tax

Foreign exchange translation adjustment

Prior service credit (cost) recognized during year
Actuarial losses recognized during year
Settlements and curtailments

Pension and other post retirement benefits adjustments

Unrealized gains (losses) for the period

Changes in fair value of available for sale investments

Effective portion of cash flow hedges recognized in OCI
Less: Reclassification adjustment for gains included in net income

Changes in fair value of effective cash flow hedges
Other comprehensive income, net of tax

Comprehensive income
Less: Comprehensive income attributable to noncontrolling interest

Comprehensive income attributable to Honeywell

The Notes to Financial Statements are an integral part of this statement.

4

Three Months Ended
March 31,

2012

2011

(Dollars in millions)

825 $ 708
189 391
2 3)

7 6

2

11 3
43 (20)
43 (20)
25 8

6 2

19 6
262 380
1,087 1,088
4 3
1,083 $ 1,085
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Honeywell International Inc.
Consolidated Balance Sheet

ASSETS

Current assets:

Cash and cash equivalents

Accounts, notes and other receivables
Inventories

Deferred income taxes

Investments and other current assets

Total current assets

Investments and long-term receivables

Property, plant and equipment - net

Goodwill

Other intangible assets - net

Insurance recoveries for asbestos related liabilities
Deferred income taxes

Other assets

Total assets

LIABILITIES

Current liabilities:

Accounts payable

Short-term borrowings

Commercial paper

Current maturities of long-term debt
Accrued liabilities

Total current liabilities

Long-term debt
Deferred income taxes

Postretirement benefit obligations other than pensions

Asbestos related liabilities
Other liabilities

SHAREOWNERS EQUITY

Capital - common stock issued

- additional paid-in capital

Common stock held in treasury, at cost
Accumulated other comprehensive income (loss)
Retained earnings

Total Honeywell shareowners equity
Noncontrolling interest

Total shareowners equity

Total liabilities and shareowners equity

(Unaudited)

March 31,
2012

December 31,
2011

(Dollars in millions)

$ 3,988 3,698
7,268 7,228

4,368 4,264

428 460

501 484

16,553 16,134

533 494

4,814 4,804

11,910 11,858

2,420 2,477

680 709

2,061 2,132

1,399 1,200

$ 40,370 39,808
$ 4,535 4,738
69 60

948 599

615 15

6,499 6,863

12,666 12,275

6,269 6,881

707 676

1,400 1,417

1,509 1,499

5,977 6,158

958 958

4,156 4,157

(8,802) (8,948)

(1,182) (1,444)

16,613 16,083

11,743 10,806

99 96

11,842 10,902

$ 40,370 39,808
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The Notes to Financial Statements are an integral part of this statement.

5




Edgar Filing: HONEYWELL INTERNATIONAL INC - Form 10-Q

Honeywell International Inc.

Consolidated Statement of Cash Flows
(Unaudited)

Three Months Ended
March 31,

2012 2011

(Dollars in millions)
Cash flows from operating activities:
Net income attributable to Honeywell 823 705
Adjustments to reconcile net income attributable to Honeywell to net cash provided by
operating activities:

Depreciation and amortization 230 242
Gain on sale of non-strategic businesses and assets (44)
Repositioning and other charges 122 133
Net payments for repositioning and other charges (104) (109)
Pension and other postretirement expense 36 54
Pension and other postretirement benefit payments (289) (1,050)
Stock compensation expense 51 49
Deferred income taxes 132 68
Excess tax benefits from share based payment arrangements (12) (13)
Other (7) 108
Changes in assets and liabilities, net of the effects of acquisitions and divestitures:

Accounts, notes and other receivables (40) (172)
Inventories (108) (330)
Other current assets (28) (14)
Accounts payable (203) (4)
Accrued liabilities (407) (66)
Net cash provided by/(used for) operating activities 196 (443)

Cash flows from investing activities:

Expenditures for property, plant and equipment (152) (124)
Proceeds from disposals of property, plant and equipment 1 1

Increase in investments (84) (164)
Decrease in investments 92 62
Cash paid for acquisitions, net of cash acquired (1) (7)
Proceeds from sales of businesses, net of fees paid 217
Other 22 31

Net cash (used for)/provided by investing activities (122) 16

Cash flows from financing activities:

Net increase in commercial paper 349 1
Net increase/(decrease) in short-term borrowings 7 (9)
Proceeds from issuance of common stock 90 101
Proceeds from issuance of long-term debt 2 1,381
Payments of long-term debt (437)
Excess tax benefits from share based payment arrangements 12 13
Cash dividends paid (291) (264)
Net cash provided by financing activities 169 786

Effect of foreign exchange rate changes on cash and cash equivalents 47 67
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Net increase in cash and cash equivalents 290 426
Cash and cash equivalents at beginning of period 3,698 2,650
Cash and cash equivalents at end of period $ 398 $ 3,076

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 March 31, 2012 and the results of operations for the three months ended March 31, 2012 and 2011
and cash flows for the three months ended March 31, 2012 and 2011. The results of operations for the three months ended March
31, 2012 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 months ended March 31, 2012 and 2011 were March 31, 2012 and April 2, 2011,
respectively.

The financial information as of March 31, 2012 should be read in conjunction with the financial statements for the year ended
December 31, 2011 contained in our Form 10-K filed on February 17, 2012.

Certain prior year amounts have been reclassified to conform to current year presentation.

The Consumer Products Group (CPG) automotive aftermarket business (divested in July 2011) had historically been part of
the Transportation Systems reportable segment. In accordance with generally accepted accounting principles, CPG results are
excluded from continuing operations and are presented as discontinued operations in all periods presented. See Note 3
Divestitures for further details.

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 or results of operations.

In May 2011, the FASB issued amendments to disclosure requirements for common fair value measurement. These
amendments, effective for the interim and annual periods beginning on or after December 15, 2011 (early adoption is prohibited),
result in common definition of fair value and common requirements for measurement of and disclosure requirements between U.S.
GAAP and IFRS. Consequently, the amendments change some fair value measurement principles and disclosure requirements.
The implementation of the amended accounting guidance did not have a material impact on our consolidated financial position or
results of operations.

In June 2011, the FASB issued amendments to disclosure requirements for presentation of comprehensive income. This
guidance, effective retrospectively for the interim and annual periods beginning on or after December 15, 2011 (early adoption is
permitted), requires presentation of total comprehensive income, the components of net income, and the components of other
comprehensive income either in a single continuous

11
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

statement of comprehensive income or in two separate but consecutive statements. In December 2011, the FASB issued an
amendment to defer the presentation on the face of the financial statements the effects of reclassifications out of accumulated
other comprehensive income on the components of net income and other comprehensive income for annual and interim financial
statements. The implementation of the amended accounting guidance did not have a material impact on our consolidated financial
position or results of operations.

In September 2011, the FASB issued amendments to the goodwill impairment guidance which provides an option for
companies to use a qualitative approach to test goodwill for impairment if certain conditions are met. The amendments are effective
for annual and interim goodwill impairment tests performed for fiscal years beginning after December 15, 2011 (early adoption is
permitted). The implementation of the amended accounting guidance did not have a material impact on our consolidated financial
position or results of operations.

Note 3. Divestitures

In July 2011, the Company sold its Consumer Products Group business (CPG) to Rank Group Limited. The sale was
completed for approximately $955 million in cash proceeds, resulting in a pre-tax gain of approximately $301 million and
approximately $178 million net of tax. The gain was recorded in net income from discontinued operations after taxes in the
Company s Consolidated Statement of Operations for the year ended December 31, 2011. The net income attributable to the
non-controlling interest for the discontinued operations was insignificant. The sale of CPG, which had been part of the
Transportation Systems segment, is consistent with the Company s strategic focus on its portfolio of differentiated global
technologies.

The key components of income from discontinued operations related to CPG were as follows:

Three Months Ended

March 31,
2011
Net sales $ 237
Costs, expenses and other 186
Selling, general and administrative expense 22
Income before taxes 29
Tax expense 11
Net income from discontinued operations after taxes $ 18

Note 4. Repositioning and Other Charges

A summary of repositioning and other charges follows:

Three Months Ended

March 31,
2012 2011
Severance $ 15  §$ 27
Asset impairments 9 10

12
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Exit costs 8 11

Adjustments (7) (4)

Total net repositioning charge 25 44

Asbestos related litigation charges, net of insurance 36 38

Probable and reasonably estimable environmental liabilities 61 51

Total net repositioning and other charges $ 122§ 133
8

13
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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 distribution of total net repositioning and other charges by income statement
classification:

Three Months Ended

March 31,
2012 2011
Cost of products and services sold $ 119 § 118
Selling, general and administrative expenses 3 15
$ 122§ 133

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

Three Months Ended

March 31,
2012 2011

Aerospace $ 1§
Automation and Control Solutions (1) 33
Performance Materials and Technologies 14 13
Transportation Systems 52 36
Corporate 56 51

$ 122§ 133

In the quarter ended March 31, 2012, we recognized repositioning charges totaling $ 32 million including severance costs of
$ 15 million related to workforce reductions of 618 manufacturing and administrative positions across all of our segments. The
workforce reductions were primarily related to the planned shutdown of a manufacturing facility in our Transportation Systems
segment, the exit from a product line in our Performance Materials and Technologies segment, and cost savings actions taken in
connection with our ongoing functional transformation and productivity initiatives. The repositioning charge included asset
impairments of $ 9 million principally related to manufacturing plant and equipment associated with the exit from a product line in
our Performance Materials and Technologies segment. The repositioning charge also included exit costs of $ 8 million related to
closure obligations associated with the planned shutdown of a manufacturing facility and exit of a product line as discussed above.
Also, $7 million of previously established accruals for severance in our Automation and Control Solutions segment were returned to
income in the first quarter of 2012 due primarily to fewer employee separations than originally planned associated with prior
severance programs.

In the quarter ended March 31, 2011 we recognized repositioning charges totaling $ 48 million including severance costs of $
27 million related to workforce reductions of 586 manufacturing and administrative positions in our Automation and Control
Solutions and Performance Materials and Technologies segments. The workforce reductions were related to factory transitions in
connection with acquisition-related synergies in our Automation and Control Solutions segment, the exit from and/or rationalization
of certain product lines and markets in our Performance Materials and Technologies and Automation and Control Solutions
segments, and an organizational realignment of a business in our Automation and Control Solutions segment. The repositioning
charge included asset impairments of $ 10 million principally related to manufacturing plant and equipment associated with the exit
of a product line and a factory transition as discussed above. The repositioning charge also included exit costs of $ 11 million
principally for costs to terminate contracts, including an operating lease, related to the exit of a market and a factory transition as
discussed above.

14
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

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

Severance Asset Exit
Costs Impairments Costs Total
December 31, 2011 $ 353 $ $ 59 $ 412
Charges 15 9 8 32
Usage - cash (36) (11) (47)
Usage - noncash 9) (9)
Foreign currency translation (1) (1)
Adjustments (7) (7)
March 31, 2012 $ 324 % $ 56 $ 380

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 includes asset set-up and moving, product recertification and requalification, and
employee retention, training and travel. The following tables summarize by segment, expected, incurred and remaining exit and
disposal costs related to 2011 and 2010 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 2012 which we were not able to recognize at the time
the actions were initiated were not significant.

Automation

and Control Transportation
2011 Repositioning Actions Aerospace Solutions Systems Total
Expected exit and disposal costs $ 15 § 15 § 7 9% 37
Costs incurred during
Year ended December 31, 2011 (1) (1)
Current year-to-date
Remaining exit and disposal costs at March 31, 2012 $ 14 $ 15 § 7 $ 36

Automation and

Control Transportation
2010 Repositioning Actions Aerospace Solutions Systems Total
Expected exit and disposal costs $ 11 $ 10 $ 2 $ 23
Costs incurred during
Year ended December 31, 2010
Year ended December 31, 2011 (2) (3) (1) (6)
Current year-to-date (1) (1)
Remaining exit and disposal costs at March 31, 2012 $ 9 % 7 % $ 16

In the quarter ended March 31, 2012, we recognized a charge of $ 61 million for environmental liabilities deemed probable
and reasonably estimable in the quarter. We also recognized a charge of $ 36 million primarily representing an update to our
estimated liability for the resolution of Bendix related asbestos claims as of March 31, 2012, net of probable insurance recoveries.
Environmental and Asbestos matters are discussed in detail in Note 15, Commitments and Contingencies.

16
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

In the quarter ended March 31, 2011, we recognized a charge of $ 51 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 March 31, 2011, net of probable insurance recoveries.

Note 5. Other (income) expense

Three Months Ended

March 31,
2012 2011
Equity (income)/loss of affiliated companies $ (10) $ 9)
Gain on sale of non-strategic businesses and assets (44)
Interest income (14) (13)
Foreign exchange 10 8
Other, net (1) 29

$ (15§ (29)

Gain on sale of non-strategic businesses and assets in the three months ended March 31, 2011 includes a $39 million
pre-tax gain, $24 million net of tax, related to the divestiture of the automotive on-board sensor products business within our
Automation and Control Solutions segment.

Other, net in the three months ended March 31, 2011 includes a loss of $29 million resulting from early redemption of debt.

11
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

Note 6. Earnings Per Share

The details of the earnings per share calculations for the three months ended March 31, 2012 and 2011 are as follows:

Three Months Ended

March 31

2012 2011
Basic
Income from continuing operations less net income attributable
to the noncontrolling interest $ 823 §$ 687
Income from discontinued operations 18
Net income attributable to Honeywell 823 705
Weighted average shares outstanding 777.3 785.5
Earnings per share of common stock
Income from continuing operations 1.06 0.87
Income from discontinued operations 0.03
Net income attributable to Honeywell $ 1.06 $ 0.90

Three Months Ended

March 31

2012 2011
Assuming Dilution
Income from continuing operations less net income attributable
to the noncontrolling interest $ 823 $ 687
Income from discontinued operations 18
Net income attributable to Honeywell 823 705
Aver har
Weighted average shares outstanding 777.3 785.5
Dilutive securities issuable - stock plans 10.8 12.2
Total weighted average shares outstanding 788.1 797.7
Earnings per share of common stock
Income from continuing operations 1.04 0.86
Income from discontinued operations 0.02

Net income attributable to Honeywell $ 1.04 $ 0.88
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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 months ended March 31, 2012 and 2011, the

number of stock options excluded from the computations were 9.6 and 7.1 million, respectively. These stock options were
outstanding at the end of each of the respective periods.

Note 7. Accounts, Notes and Other Receivables

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

December

March 31, 31,

2012 2011
Trade $ 6,979 $ 6,926
Other 545 555
7,524 7,481
Less: Allowance for doubtful accounts 256 253
$ 7,268 $ 7,228

Trade Receivables includes $1,558, and $1,404 million of unbilled balances under long-term contracts as of March 31, 2012
and December 31, 2011, respectively. These amounts are billed in accordance with the terms of customer contracts to which they

relate.

Note 8. Inventories

December

March 31, 31,

2012 2011
Raw materials $ 1215 $ 1,222
Work in process 990 958
Finished products 2,362 2,253
4,567 4,433
Reduction to LIFO cost basis (199) (169)
$ 4368 §$ 4,264

Note 9. Goodwill and Other Intangible Assets - Net

The change in the carrying amount of goodwill for the three months ended March 31, 2012 by segment is as follows:

December Currency
31, Translation March 31,
2011 Acquisitions  Divestitures  Adjustment 2012
Aerospace $ 2,095 $ $ $ 3 3 2,098
Automation and Control Solutions 8,260 (12) 59 8,307
Performance Materials and Technologies 1,306 2 1,308
Transportation Systems 197 197
$ 11,858 § (12) $ $ 64 $ 11,910
13
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

Other intangible assets are comprised of:

March 31, 2012 December 31, 2011

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

Determinabile life intangibles:

Patents and technology $ 1,158 $ (789) $ 369 $ 1,151 $ (761) $ 390
Customer relationships 1,728 (529) 1,199 1,718 (493) 1,225
Trademarks 155 (89) 66 155 (84) 71
Other 212 (153) 59 211 (145) 66
3,253 (1,560) 1,693 3,235 (1,483) 1,752

Indefinite life intangibles:
Trademarks 727 727 725 725
$ 3980 $ (1,560) $ 2420 $ 3960 $ (1,483) $ 2477

Amortization expense related to intangible assets was $65 million for the three months ended March 31, 2012 and 2011.

We completed our annual impairment testing of goodwill and indefinite-lived intangibles as of March 31, 2012 and
determined that there was no impairment as of that date.

Note 10. Long-term Debt and Credit Agreements

14
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Honeywell International Inc.
Notes to Financial Statements
(Unaudited)
(Dollars in millions, except per share amounts)

March 31, December 31,
2012 2011
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
4.25% notes due 2021 800 800
5.375% notes due 2041 600 600
Industrial development bond obligations, floating rate maturing at various dates through
2037 37 37
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), 0.6%-9.5% maturing at various dates through 2023 230 242
6,884 6,896
Less: Current portion 615 15
$ 6,269 § 6,881
The schedule of principal payments on long term debt is as follows:
March 31,
2012

2012 $ 15

2013 629

2014 614

2015 1

2016 455

Thereafter 5,170

6,884

Less: Current portion 615

$ 6,269

In April 2012, the Company entered into a $3,000 million Amended and Restated Five Year Credit Agreement ( Credit
Agreement ) with a syndicate of banks. Commitments under the Credit Agreement can be increased pursuant to the terms of the
Credit Agreement to an aggregate amount not to exceed $3,500 million. The Credit Agreement contains a $700 million sub-limit for
the issuance of letters of credit. The Credit Agreement is maintained for general corporate purposes and amends and restates the
previous $2,800 million five year credit agreement dated March 31, 2011 ( Prior Agreement ). There have been no borrowings under
the Credit Agreement or the Prior Agreement.

The Credit Agreement does not restrict our ability to pay dividends and contains no financial covenants. The failure to comply
with customary conditions or the occurrence of customary events of default contained in the credit agreement would prevent any
further borrowings and would generally require the repayment of any outstanding borrowings under the credit agreement. Such
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agreement debt, interest or fees; (b) non-compliance with the terms of the credit agreement covenants; (c) cross-default to other
debt in certain circumstances; (d) bankruptcy or insolvency; and (e) defaults upon obligations under Employee Retirement Income
Security Act. Additionally, each of the banks has the right to terminate its commitment to lend additional funds or issue letters of
credit under the agreement if any person or group acquires beneficial ownership of 30 percent or more of our voting stock, or,
during any 12-month period, individuals who were directors of Honeywell at the beginning of the period cease to constitute a
majority of the Board of Directors.

The Credit Agreement has substantially the same material terms and conditions as the Prior Agreement with an improvement
in pricing and an extension of maturity. Loans under the Credit Agreement are required to be repaid no later than April 2, 2017,
unless such date is extended pursuant to the terms of the Credit Agreement. We have agreed to pay a facility fee of 0.08 percent
per annum on the aggregate commitment.

Revolving credit borrowings under the Credit Agreement would bear interest, at Honeywell s option, (A) (1) at a rate equal to
the highest of (a) the floating base rate publicly announced by Citibank, N.A., (b) 0.5% above the Federal funds rate or (c) Libor
plus 1.00%, plus (2) a margin based on Honeywell s credit default swap mid-rate spread and subject to a floor and a cap as set
forth in the Credit Agreement (the Applicable Margin ) minus 1.00%, provided such margin shall not be less than zero; or (B) at a
rate equal to Libor plus the Applicable Margin; or (C) by a competitive bidding procedure.

The facility fee and the letter of credit issuance fee are subject to change, based upon a grid determined by our long term
debt ratings. The Credit Agreement is not subject to termination based upon a decrease in our debt ratings or a material adverse
change.

As a source of liquidity, we sell interests in designated pools of trade accounts receivables to third parties. As of March 31,
2012 and December 31, 2011 none of the receivables in the designated pools had been sold to third parties. When we sell
receivables, they are over-collateralized and we retain a subordinated interest in the pool of receivables representing that
over-collateralization as well as an undivided interest in the balance of the receivables pools. The terms of the trade accounts
receivable program permit the repurchase of receivables from the third parties at our discretion, providing us with an additional
source of revolving credit. As a result, program receivables remain on the Company s balance sheet with a corresponding amount
recorded as either Short-term borrowings or Long-term debt.

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 commodity 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 nonfunctional 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.
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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 nonfunctional 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 March 31, 2012 and December 31, 2011, we had contracts
with notional amounts of $6,643 million and $7,108 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, Swedish krona, Korean won, Thai baht and Romanian leu.

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 March
31, 2012 and December 31, 2011, we had contracts with notional amounts of $46 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 interest rate mix of our total debt
portfolio and related overall cost of borrowing. At March 31, 2012 and December 31, 2011, interest rate swap agreements
designated as fair value hedges effectively changed $1,400 million of fixed rate debt at an average rate of 4.09 percent to LIBOR
based floating rate debt. Our interest rate swaps mature at various dates through 2021.

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

following table sets forth the Company s financial assets and liabilities that were accounted for at fair value on a recurring basis as
of March 31, 2012 and December 31, 2011:
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March 31, December 31,
2012 2011

Assets:
Foreign currency exchange contracts $ 33 % 26
Available for sale investments 375 359
Interest rate swap agreements 120 134
Forward commodity contracts 1 1
Liabilities:
Foreign currency exchange contracts $ 32 % 52
Forward commodity contracts 14 10

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 holds investments in marketable equity securities that are designated as available for sale
and are valued using quoted market prices. As such, these investments are classified within level 1. The Company also holds
investments in 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.

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:

March 31, 2012 December 31, 2011
Carrying Fair Carrying Fair
Value Value Value Value
Assets
Long-term receivables $ 126 § 123  § 132§ 132
Liabilities
Long-term debt and related current maturities $ 6,884 §$ 7,844 $ 6,896 $ 7,896

The Company determined the fair value of the long term receivables by discounting based upon the terms of the receivable
and counterparty details including credit quality. As such, the fair value of these receivables is considered level 2. The Company
determined the fair value of the long term debt and related current maturities utilizing transactions in the listed markets for identical
or similar liabilities. As such, the fair value of the long-term debt and related current maturities is considered level 2 as well.

As of March 31, 2012, the Company had nonfinancial assets, specifically property, plant and equipment, with a net book
value of $11 million 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 $11 million in the three months ended March 31, 2012,
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. The Company utilizes the
market, income or cost approaches or a combination of these valuation techniques for its non-recurring level 3 fair value measures.
Inputs to such measures include observable market data obtained from independent sources such as broker quotes and recent
market transactions for similar assets. It is the Company s policy to maximize the use of observable inputs in the measurement of
fair value or non-recurring level 3 measurements. To the extent observable inputs are not available the Company utilizes
unobservable inputs based upon the assumptions market participants would use in valuing the asset. Examples of utilized
unobservable inputs are future cash flows, long term growth rates and applicable discount rates. As of March 31, 2011, the
Company had
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nonfinancial assets, specifically property, plant and equipment, with a net book value of $10 million that were accounted for at fair
value on a nonrecurring basis. Based on the fair value of these assets the Company recognized losses of $10 million in the three
months ended March 31, 2011. The Company has determined that the fair value measurements of these nonfinancial assets are
level 3 in the fair value hierarchy.

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:

Fair value of derivatives classified as assets consist of the following:

March 31, December 31,

2012 2011
Designated as a Hedge Balance Sheet Classification
Foreign currency exchange contracts Accounts, notes, and other receivables $ 32 $ 18
Interest rate swap agreements Other assets 120 134
Commaodity contracts Accounts, notes, and other receivables 1 1
Not Designated as a Hedge Balance Sheet Classification
Foreign currency exchange contracts Accounts, notes, and other receivables $ 19 8

Fair value of derivatives classified as liabilities consist of the following:

March 31, December 31,

2012 2011
Designated as a Hedge Balance Sheet Classification
Foreign currency exchange contracts Accrued liabilities $ 30 $ 50
Commaodity contracts Accrued liabilities 14 10
Not Designated as a Hedge Balance Sheet Classification
Foreign currency exchange contracts Accrued liabilities $ 2% 2
Gains (losses) recognized in OCI (effective portion) consist of the following:
Three Months
Ended
March 31,

Designated Cash Flow Hedge 2012 2011

Foreign currency exchange contracts $ 39 $ 5

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

Three Months Ended

Designated March 31,

Cash Flow Hedge Income Statement Location 2012 2011

Foreign currency Product sales $ 33 6

exchange contracts Cost of products sold 3 (5)
Sales & general administrative 6 2

Commodity contracts Cost of products sold $ ) $ 1)

Ineffective portions of commodity derivative instruments designated in cash flow hedge relationships were insignificant in the
three months ended March 31, 2012 and 2011 and are located in cost of products sold. Foreign currency exchange contracts
designated 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. For the three months
ended March 31, 2012 and 2011, we recognized $14 million of losses and $9 million of gains in earnings, respectively, on interest
rate swap agreements. 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 months ended March 31, 2012
and 2011, we recognized $10 million and $23 million of income, respectively in Other (Income) Expense.

Note 12. Noncontrolling Interest

Changes in noncontrolling interest consist of the following:

Three Months Ended

March 31,
2012 2011
Balance beginning of period, December 31 $ 96 121
Comprehensive income attributable to noncontrolling interest 4 3
Acquisitions (1)
Dividends paid (2)
Other owner changes (1) (1)
Balance end of period, March 31 $ 99 120

In the three months ended March 31, 2012 and March 31, 2011, respectively, there were no increases or decreases to
Honeywell additional paid in capital for purchases or sales of existing noncontrolling interests.

Note 13. Segment Financial Data

Honeywell s senior management evaluates segment performance based on segment profit. Segment profit is measured as
business unit income (loss) before taxes excluding general corporate unallocated
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expense, other income (expense), interest and other financial charges, pension and other postretirement benefits (expense), stock
compensation expense, repositioning and other charges and accounting changes.

Three Months Ended

March 31,
2012 2011

Net Sales
Aerospace
Product $ 1,705  $ 1,466
Service 1,245 1,230
Total 2,950 2,696
Automation and Control Solutions
Product 3,251 3,136
Service 537 520
Total 3,788 3,656
Performance Materials and Technologies
Product 1,467 1,246
Service 148 109
Total 1,615 1,355
Transportation Systems
Product 954 965
Service
Total 954 965
Corporate
Product
Service
Total

$ 9,307 $ 8,672
Segment Profit
Aerospace $ 534 $ 467
Automation and Control Solutions 491 459
Performance Materials and Technologies 319 284
Transportation Systems 120 118
Corporate (49) (68)
Total Segment Profit 1,415 1,260
Other income (expense)® 5 20
Interest and other financial charges (89) (99)
Stock compensation expense® (51) (49)
Pension ongoing expense® (13) (35)
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Other postretirement income/(expense)® (23) (18)
Repositioning and other charges ®) (122) (133)
Income from continuing operations before taxes $ 1,122 § 946

(a) Equity income/(loss) of affiliated companies is included in Segment Profit.
(b) Amounts included in cost of products and services sold and selling, general and administrative expenses.
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Note 14. Pension and Other Postretirement Benefits
Net periodic pension and other postretirement benefits costs for our significant defined benefit plans include the following

components:

Three Months Ended

U.S. Plans Non-U.S. Plans
March 31, March 31,
2012 2011 2012 2011
Pension Benefits
Service cost $ 64 $ 63 $ 12 $ 15
Interest cost 184 190 55 60
Expected return on plan assets (255) (253) (72) (71)
Amortization of prior service cost 7 8
Settlements and curtailments 15 2
$ $ 23 $ @) $ 4

Three Months Ended

March 31,
2012 2011

Other Postretirement Benefits
Service cost $ $ 1
Interest cost 14 18
Amortization of prior service (credit) (3) (13)
Recognition of actuarial losses 11 12

$ 22 3 18

In the first quarter of 2012, Honeywell made cash contributions of $256 million to our pension plans.

If required, a mark to market adjustment will be recorded in the fourth quarter of 2012 in accordance with our pension
accounting method as described in Note 1 to our financial statements for the year ended December 31, 2011 contained in our Form
10-K filed on February 17, 2012.

Note 15. Commitments and Contingencies
Environmental Matters

We are subject to various federal, state, local and foreign government requirements relating to the protection of the
environment. We believe that, as a general matter, our policies, practices and procedures are properly designed to prevent
unreasonable risk of environmental damage and personal injury and that our handling, manufacture, use and disposal of hazardous
substances are in accordance with environmental and safety laws and regulations. However, mainly because of past operations
and operations of predecessor companies, we, like other companies engaged in similar businesses, have incurred remedial
response and voluntary cleanup costs for site contamination and are a party to lawsuits and claims associated with environmental
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and safety matters, including past production of products containing hazardous substances. Additional lawsuits, claims and costs
involving environmental matters are likely to continue to arise in the future.

With respect to environmental matters involving site contamination, we continually conduct studies, individually or jointly with
other potentially responsible parties, to determine the feasibility of various remedial techniques. It is our policy to record appropriate
liabilities for environmental matters when remedial efforts or damage claim payments are probable and the costs can be reasonably
estimated. Such liabilities are based on our best estimate of the undiscounted future costs required to complete the remedial work.
The recorded liabilities
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are adjusted periodically as remediation efforts progress or as additional technical, regulatory or legal information becomes
available. Given the uncertainties regarding the status of laws, regulations, enforcement policies, the impact of other potentially
responsible parties, technology and information related to individual sites, we do not believe it is possible to develop an estimate of
the range of reasonably possible environmental loss in excess of our recorded liabilities. We expect to fund expenditures for these
matters from operating cash flow. The timing of cash expenditures depends on a number of factors, including the timing of remedial
investigations and feasibility studies, the timing of litigation and settlements of remediation liability, personal injury and property
damage claims, regulatory approval of cleanup projects, remedial techniques to be utilized and agreements with other parties.

The following table summarizes information concerning our recorded liabilities for environmental costs:

December 31, 2011 $ 723
Accruals for environmental matters deemed probable

and reasonably estimable 61

Environmental liability payments (61)
March 31, 2012 $ 723

Environmental liabilities are included in the following balance sheet accounts:

March 31, December 31,

2012 2011
Accrued liabilities $ 298 $ 303
Other liabilities 425 420
$ 723 $ 723

Although we do not currently possess sufficient information to reasonably estimate the amounts of liabilities to be recorded
upon future completion of studies, litigation or settlements, and neither the timing nor the amount of the ultimate costs associated
with environmental matters can be determined, they could be material to our consolidated results of operations or operating cash
flows in the periods recognized or paid. However, considering our past experience and existing reserves, we do not expect that
these environmental matters will have a material adverse effect on our consolidated financial position.

New Jersey Chrome Sites The excavation and offsite disposal of approximately one million tons of chromium residue
present at a predecessor Honeywell site located in Jersey City, New Jersey, known as Study Area 7, was completed in January
2010. We are also implementing related groundwater remedial actions, and have received the appropriate permits from state and
federal agencies for related river sediment work approved by the federal court. Provisions have been made in our financial
statements for the estimated cost of these remedies.

The above-referenced site is the most significant of the 21 sites located in Hudson County, New Jersey that are the subject
of an Administrative Consent Order (ACO) entered into with the New Jersey Department of Environmental Protection (NJDEP) in
1993 (the Honeywell ACO Sites ). Remedial investigations and activities consistent with the ACO and other applicable settlement
orders have been conducted and are underway at the other Honeywell ACO Sites. In addition, a settlement order was entered by
the New Jersey State Superior Court in the third quarter of 2011 resolving litigation brought by the NJDEP against Honeywell and
two other companies regarding the investigation and remediation of the remaining sites in the area that allegedly have chromium
contamination (known as the Publicly Funded Sites). Under the settlement, Honeywell has accepted responsibility to remediate 24
of the 53 Publicly Funded Sites and will also bear 50 percent of the costs at another 10 Publicly Funded Sites. Honeywell is
developing a schedule for the investigation and remediation of these Publicly Funded Sites. We have recorded reserves for the
Honeywell ACO Sites and the applicable Publicly Funded Sites where appropriate under the accounting policy described above.
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Dundalk Marine Terminal, Baltimore, MD Chrome residue from legacy chrome plant operations in Baltimore was deposited
as fill at the Dundalk Marine Terminal ( DMT ), which is owned and operated by the Maryland Port Administration ( MPA ). Honeywell
and the MPA have been sharing costs to investigate and mitigate related environmental issues, and have entered into a cost
sharing agreement under which Honeywell will bear 77 percent of the costs of developing and implementing permanent remedies
for the DMT facility. In January 2011, the MPA and Honeywell submitted to the Maryland Department of the Environment ( MDE ) a
Corrective Measures Alternatives Analysis ( CMAA ) of certain potential remedies for DMT to assist MDE in selection of a final
remedy, which has not yet occurred. Provision has been made in our financial statements for the CMAA consistent with the
accounting policy described above. We have negotiated a Consent Decree with the MPA and MDE with respect to the investigation
and remediation of the DMT facility. The Consent Decree is being challenged in federal court by BUILD, a Baltimore community
group, together with a local church and two individuals (collectively BUILD ). In October 2007, the Court dismissed with prejudice
BUILD s state law claims and dismissed without prejudice BUILD s RCRA claims regarding neighborhoods near the DMT facility. In
August 2008, the Court held a hearing on the Company s motion to dismiss BUILD s remaining claims on the grounds that MDE is
diligently prosecuting the investigation and remediation of the DMT. We are awaiting the Court s decision. We do not believe that
this matter will have a material adverse impact on our consolidated financial position or operating cash flows. Given the scope and
complexity of this project, it is possible that the cost of remediation, when determinable, could have a material adverse impact on
our results of operations in the periods recognized.

Onondaga Lake, Syracuse, NY We are implementing a combined dredging/capping remedy of Onondaga Lake pursuant to
a consent decree approved by the United States District Court for the Northern District of New York in January 2007. We have
accrued for our estimated cost of remediating Onondaga Lake based on currently available information and analysis performed by
our engineering consultants. Honeywell is also conducting remedial investigations and activities at other sites in Syracuse. We
have recorded reserves for these investigations and activities where appropriate under the accounting policy described above.

Honeywell has entered into a cooperative agreement with potential natural resource trustees to assess alleged natural
resource damages relating to this site. It is not possible to predict the outcome or duration of this assessment, or the amounts of, or
responsibility for, any damages.

Asbestos Matters

Like many other industrial companies, Honeywell is a defendant in personal injury actions related to asbestos. We did not
mine or produce asbestos, nor did we make or sell insulation products or other construction materials that have been identified as
the primary cause of asbestos related disease in the vast majority of claimants.

Honeywell s predecessors owned North American Refractories Company (NARCO) from 1979 to 1986. NARCO produced
refractory products (bricks and cement used in high temperature applications). We sold the NARCO business in 1986 and agreed
to indemnify NARCO with respect to personal injury claims for products that had been discontinued prior to the sale (as defined in
the sale agreement). NARCO retained all liability for all other claims. NARCO and/or Honeywell are defendants in asbestos
personal injury cases asserting claims based upon alleged exposure to NARCO asbestos-containing products. Claimants consist
largely of individuals who allege exposure to NARCO asbestos-containing refractory products in an occupational setting. These
claims, and the filing of subsequent claims, have been stayed continuously since January 4, 2002, the date on which NARCO
sought bankruptcy protection (see discussion below).

Honeywell s Bendix friction materials (Bendix) business manufactured automotive brake parts that contained chrysaotile
asbestos in an encapsulated form. Claimants consist largely of individuals who allege exposure to asbestos from brakes from either
performing or being in the vicinity of individuals who performed brake replacements.

The following tables summarize information concerning NARCO and Bendix asbestos related balances:

24

38



Edgar Filing: HONEYWELL INTERNATIONAL INC - Form 10-Q

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

Bendix NARCO Total
Asbestos Related Liabilities
December 31, 2011 $ 613 $ 1,123  § 1,736
Accrual for update to estimated liability 49 49
Asbestos related liability payments (38) (38)
March 31, 2012 $ 624 $ 1,123  § 1,747

Bendix NARCO Total
Insurance Recoveries for Asbestos Related Liabilities
December 31, 2011 $ 162  $ 618 $ 780
Probable insurance recoveries related to estimated liability 3 3
Insurance receivables settlements 5 5 10
Insurance receipts for asbestos related liabilities (16) (26) (42)
March 31, 2012 $ 154  § 597 % 751

NARCO and Bendix asbestos related balances are included in the following balance sheet accounts:

December

March 31, 31,

2012 2011
Other current assets $ 71 $ 71
Insurance recoveries for asbestos related liabilities 680 709
$ 751  $ 780
Accrued liabilities $ 238 % 237
Asbestos related liabilities 1,509 1,499
$ 1,747 $ 1,736

NARCO Products On January 4, 2002, NARCO filed a petition for reorganization under Chapter 11 of the U.S. Bankruptcy
Code. In connection with the filing of NARCO s petition in 2002, the U.S. Bankruptcy Court for the Western District of Pennsylvania
( the Bankruptcy Court ) issued an injunction staying the prosecution of NARCO-related asbestos claims against the Company,
which stay has continuously remained in place. In November 2007, the Bankruptcy Court confirmed NARCO s Third Amended Plan
of Reorganization (NARCO Plan of Reorganization). All challenges to the NARCO Plan of Reorganization were fully resolved in the
third quarter of 2010. The NARCO Plan of Reorganization cannot become effective, however, until unrelated issues pertaining to
certain NARCO affiliates which are pending in Bankruptcy Court are resolved. It is not possible to predict the timing or outcome of
the Bankruptcy Court proceedings in the affiliates case or whether discussions between the parties will resolve the matter. We
expect that the stay enjoining litigation against NARCO and Honeywell will remain in effect until the effective date of the NARCO
Plan of Reorganization.

In connection w