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Rockwell Collins has completed its takeoff. Now an independent company,
we are soaring into a future filled with potential.

Rockwell Collins is a leader in aviation electronics and 

communications systems for commercial and government 

customers worldwide, trading under the symbol COL on the NYSE.



In a way, the journey that led us to the place where

we currently stand started five years ago, when we

began the process of merging our commercial and

government businesses into one company. It put us

on a new path, with a sharpened organizational focus

on customers, faster growth and greater profitability.

We are still on that path today.

Financial Results

Fiscal year 2001 was a continuation of the success we’ve

seen over the past five years. Despite a challenging

economic climate and the disaster of September 11,

we continued to grow our top line with sales in 2001

of $2.8 billion, representing a 12 percent increase

over our sales in 2000.

Pro forma net income in 2001, before restructuring

and asset impairment charges, was $263 million, 

or $1.42 per share, compared with $257 million, or

$1.35 per share, in 2000.

As it did for many of our largest customers, the

events of September 11 significantly affected the

market environment for Rockwell Collins. Consequently,

it became clear that some tough decisions were

necessary to accommodate reduced revenue

expectations in the commercial sector. In the fourth

quarter of 2001, we announced our intention to reduce

our workforce by approximately 2,800 employees, or 

16 percent, and recorded a restructuring charge of 

$34 million. We also recorded $149 million in asset

impairment charges, primarily related to our in-flight

entertainment business.

What Has Changed

I don’t think there’s any question that the commercial

market we see today is substantially different from

what it was prior to September 11, 2001. Aviation

Original Equipment Manufacturers (OEMs) have been

challenged as never before by the sudden and sharp

decline in orders as major airlines worldwide struggle

with a dramatic reduction in travelers.

June 29, 2001 was a great moment in Rockwell Collins’ history—

the day we became a stand-alone public company. Now independent, 

we are better positioned than ever to focus on our customers, 

grow our business and deliver value to our shareowners.

Dear Shareowners:



Rockwell Collins the best place to work. The

fundamental strengths of our business—our brand

recognition, our installed customer base, our balance

sheet and our people—flow directly from the success

we have had in achieving those four goals.

Our focus on running a lean organization is

unchanged—in fact, it has never been more important.

Our Lean ElectronicsSM initiative has delivered 

excellent results since its inception in 1998 with

steadily improving quality and cycle time, in addition

to significant cost savings. I see room for further

improvement across our business going forward.

Even though we are intensely focused on cost

control, our emphasis on research and development

is unchanged. Innovation is the lifeblood of our

business—we know long-term growth and shareowner

value depend on our ability to develop superior,

first-to-market technology, products and systems.

Our dedication to making a difference in our

communities is unchanged as well. We believe the

vitality of our communities directly relates to the

well-being of our business. With a focus on education

and employee involvement, our activities as a

company and as individuals span the full gamut,

including charitable contributions, in-kind donations,

matching programs, volunteerism and many others. 

What Sets Us Apart

For Rockwell Collins, our successful spin-off in June 

was one of the most significant milestones in our history.

I believe being an independent company enables 

us to better leverage our nearly 70-year heritage of

leadership and build upon what sets us apart:

> Our degree of integration and synergy. We have

developed an extraordinary ability to reposition

resources, move products into different market

channels and realize efficiencies in research

and development. I believe this gives us a distinct 

competitive advantage.

> Our financial stability. We have a strong balance

sheet, low debt and a solid credit rating; our

operating margins are impressive, and our return 

on invested capital is outstanding.

We have responded with strategies that reflect 

new market conditions. This is where our strong

fundamentals, balanced mix of capabilities and 

degree of integration between our commercial and

government businesses are distinct advantages. 

We have the ability to shift strategic emphasis

toward our government business and are moving

aggressively to do so. Depending on world events 

in 2002, we expect increased revenues in our

government businesses to provide some offset 

to the commercial aviation downturn.

The pace and emphasis of the transition to Free

Flight, the modernization of the world’s airspace

through the use of satellite-based communication

and navigation, has changed. The primary objectives

have shifted appropriately from capacity and

traffic management to safety and security, and

Rockwell Collins is very well positioned with

technology that is just as valid now as it was before

September 11. And when airspace capacity issues

become primary drivers again—when traffic recovers,

as we are confident it eventually will—we’ll be

there, leading the way.

With change comes opportunity. Our strong balance

sheet and ability to generate cash provide us with a

high degree of strategic flexibility to pursue growth

opportunities presented by the economic downturn,

whether through market share gain or acquisitions.

What Has Not Changed

The events of September 11 have changed much, 

but there is a great deal more that remains unchanged

at Rockwell Collins. Our vision, our dedication to

excellence, the technology leadership described 

later in this report, our focus on delivering value to

our shareowners and customers and our contributions

to communities are as strong as ever.

Our vision and guiding beliefs are the bedrock 

of this company. That vision—“Working together

creating the most trusted source of communication

and aviation electronic solutions”—remains constant.

We remain committed to the four goals that support

our vision: delivering superior customer value;

achieving sustainable and profitable growth; building

upon global leadership in our markets; and making 

While our markets have changed, our vision, commitment to 
excellence and ability to perform have not.
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> Our unique business mix. We believe our mix of

commercial and government businesses provide

us with the right balance and capabilities for the

present and future, to achieve growth and create

a stable business platform through varying

market conditions.

Something else sets us apart: I believe we have 

the best employees in the world. Their skills and

dedication got us to where we are today, and those

same skills and dedication will continue to create

investment value in the aviation electronics and

communications sector going forward.

Rockwell Collins has a superb board of directors 

led by Donald R. Beall, our non-executive chairman,

who is a seasoned and proven business leader. 

I value the wisdom and experience he and our

other board members bring to this company as we

begin what I believe will be a successful and exciting

journey as an independent company.

Rockwell Collins is focused. Rockwell Collins is

lean. Rockwell Collins is agile. We have the strength

to get us through these times, and when the skies

clear, I am confident we will be among the best

positioned to soar even higher.

Sincerely,

Clayton M. Jones

President and Chief Executive Officer

Rockwell Collins has the right strengths 
and strategy to grow in these challenging times—and beyond.

Our strategy for realizing Rockwell Collins’ potential for growth 

is three pronged: build upon the considerable strength of our

heritage businesses, seek to expand into new opportunities within

our business focus, and increase customer value by continuing to

hone the efficiency and effectiveness of our operations.
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ROCKWELL COLLINS HAS A HISTORY AS A LEADING DEVELOPER OF

COMMUNICATIONS, NAVIGATION AND SITUATIONAL AWARENESS SOLUTIONS

FOR COMMERCIAL AVIATION AND GOVERNMENT CUSTOMERS. THESE

HERITAGE BUSINESSES REPRESENT A STRONG AND STABLE GROWTH

PLATFORM, AND WE ARE WORKING TO INCREASE OUR LEADERSHIP AS THE

MARKETPLACE CONTINUES TO EVOLVE.

OPTIMIZE OUR HERITAGE BUSINESSES



DEFENSE ELECTRONICS

COMMERCIAL AVIONICS

Nearly 70 years of technology leadership, 
a strong base of longtime customers, a
solid business mix—this is our heritage,
our foundation for long-term growth.

IN–FLIGHT ENTERTAINMENT
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1933
Arthur Collins 

establishes the Collins
Radio Company in 

Cedar Rapids, Iowa

1933
Admiral Byrd chooses

Collins Radio to
provide radio contact
for  expedition to the

South Pole

1960
Collins delivers the 
first transmission 
of a photograph 

via satellite 1969
Neil Armstrong’s 

historic walk on the moon,
“That’s one small step for

man, one giant leap for
mankind,” is broadcast on
Collins Radio equipment

1985
Rockwell Collins delivers

first “common cockpit”
technology for the 
Boeing 757 and 767

1988
Rockwell Collins
certifies the first

digital cockpit

1995
Rockwell Collins

liquid crystal 
display technology 
is delivered for the 

Boeing 777

1997
Rockwell Collins 

acquires Hughes-Avicom,
innovator of in-flight 

entertainment systems

1999
Rockwell Collins 

acquires Flight Dynamics
and Intertrade Limited

2000
Rockwell Collins acquires 

K Systems, Inc., parent 
company of Kaiser

Aerospace and Electronics

2001
Rockwell International

spins off Rockwell Collins, 
which begins trading on

the NYSE under the 
symbol “COL”

1973
Rockwell International

acquires the Collins
Radio Company

1983
Pilots navigated
the world’s first

transatlantic flight using 
Rockwell Collins–developed

GPS technology

2000
Rockwell Collins acquires 

Sony Trans Com
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Rockwell Collins products and systems are 
the first choice of many manufacturers and
operators of regional, business, commercial
air transport and military aircraft worldwide.

with Rockwell Collins technology aboard—whether

integrated liquid-crystal displays, CNS sensors, weather

radar, satellite communication systems, or in-flight

entertainment solutions, among numerous others.

Rockwell Collins has earned a leadership position in

military airborne communications. We’re a leader in the

growing market for tactical fighter data links, we supply a

full range of high-performance wartime communication

systems, and we have significant content in precision-

guided munitions. On the ground, Rockwell Collins

continues to be a leading developer and supplier of

military ground force navigation solutions through GPS.

Rockwell Collins’ leadership in both the commercial

and government arenas, combined with a high degree

of integration within our company, gives us the ability to

respond to a highly dynamic and cyclical marketplace. We

intend to leverage that ability to drive internal growth. 

Rockwell Collins has long been a leader in

communications, navigation and situational awareness

(CNS) products and systems. This is our heritage.

CNS represents our largest product portfolio, with

growth opportunities in a very broad market, from

commercial aviation—air transport, regional and

business jet manufacturers and operators—to

government and military customers. We excel both 

in airborne and ground-based applications; our

products move information, voice, data and video.

Across the globe, nearly every aircraft of virtually every

size and type contains Rockwell Collins equipment.

OEMs choose our company to develop and supply

increasingly advanced cockpit display, flight control and

auto-land systems. Every major airline in the world flies

Our greatest strength is in our core businesses—communication,
navigation and situational awareness.



The future is in innovative products and systems for 
enhanced safety and optimized aircraft performance.

The marketplace is evolving. Avionics and communications

systems are becoming more and more integrated to

reduce pilot workload and optimize aircraft performance.

Advanced systems for maximum situational awareness,

safety and security are in demand as never before.

With a tradition of innovation, this is an environment in

which Rockwell Collins can thrive.

We specialize in the seamless integration of advanced

CNS capabilities into intuitive, dependable and easily

upgradable systems. There is a paradox here: The

more sophisticated and complex flight management

technology becomes, the simpler it is for pilots to fly

the plane. The net result is unprecedented control,

performance and, most important, safety.

For example, Rockwell Collins’ Pro Line 21 System is

a comprehensive avionics architecture that includes

large-format liquid-crystal displays (LCDs), 3-D flight

management tools, multi-scan weather radar, cutting-

edge radio sensors capable of transmitting both voice

and high-speed data, and our leading Traffic Alert

Collision Avoidance System (TCAS) technology. 

The Pro Line 21 System is highly upgradable and

flexible. Capable of being installed as a completely

integrated package or as stand-alone components, 

it is also ideal for retrofitting older aircraft.

Rockwell Collins’ Flight2 TM products and systems 

adapt this same advanced architecture for government

applications. Flight2 utilizes commercial off-the-shelf

technology to enable governments to cost-effectively

make CNS and other flight deck changes required by

global air traffic management mandates.

A strong heritage of developing first-to-market
technology positions Rockwell Collins to build
upon its broad market leadership going forward.
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EXPAND INTO NEW OPPORTUNITIES

THERE ARE A NUMBER OF AVENUES AVAILABLE TO BUILD 

ROCKWELL COLLINS THROUGH CONTROLLED EXPANSION—

OPPORTUNITIES  TO LEVERAGE OUR RESOURCES AND APPLY OUR 

INDUSTRY-LEADING SKILLS TO ACCELERATE GROWTH. EXPANDED 

OFFERINGS LIKE SERVICES AND SUPPORT INCREASE OUR VALUE

TO CUSTOMERS; ACQUISITIONS BOLSTER OUR CAPABILITIES 

AND ADD NEW MARKETS .



Rockwell Collins aviation services and support 
capabilities are increasingly in demand as
customers in both the commercial and military
sectors seek more value through outsourcing.

With economics transforming the aviation and electronics

industry, customers are increasingly looking for their

supplier-partners to add value with more comprehensive

capabilities. Customers today demand more than

products and systems—more and more frequently, 

they are seeking service and support after the sale to

optimize performance and reliability.

Over the past four years, Rockwell Collins has built a

strong, global service and support capability. We no

longer view service as a cost of doing business; we’re

now running it as a value-added enterprise that generates

recurring revenues and high growth potential. 

Our aviation services business provides total, one-stop

solutions to our customers, including Web-based

purchasing of service parts, technical publications

and training, as well as an extensive and expanding

pool for the rental and exchange of spare parts. We

have established a direct presence at many major

airports to ensure ready availability of spare parts and

Our large installed base of customers represents a
significant opportunity to drive revenue growth.

fast service for equipment needing repair. And we

continue to extend our geographic reach with more

than 60 service and support locations worldwide.

Expanded service and support capabilities give us a

high-growth arena in which to leverage the power of the

Rockwell Collins brand in the marketplace. Our aviation

services have proven to be an important growth engine,

with revenues showing a 20 percent average annual

growth rate since 1998.

The possibilities for continued growth are significant.

Aviation services and support is a highly fragmented

industry, experiencing consolidation in the current

economic climate. We see real potential to utilize our

financial strength over time to grow market share or,

through acquisitions, increase scale.
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Our acquisition of Kaiser Aerospace and Electronics
significantly increased our military capabilities
and content, particularly in the high-growth
tactical aircraft arena.

With six transactions completed in four years,

Rockwell Collins has demonstrated the ability to

identify the right acquisitions and smoothly integrate

them. From brokerage of used equipment to in-flight

entertainment, these businesses have brought new

knowledge, new customer bases and new opportunities

for revenue growth to Rockwell Collins. 

Our most recent acquisition in December 2000 was our

largest to date: K Systems, Inc., the parent company 

of Kaiser Aerospace and Electronics. This transaction

substantially increased Rockwell Collins’ strength and

presence in the military sector. 

A clear leader in advanced head-up, head-down and

helmet-mounted display technology, Kaiser has supplied

more than 21,000 display systems for a wide range of

tactical aircraft applications for U.S. and international

We drive external growth through acquisitions  
A that build scale and value.

military customers. We have strong positions on

Comanche helicopters, F-18 and F-22 aircraft and,

most recently, the Joint Strike Fighter program.

The acquisition expanded our LCD product offerings

across military and commercial markets. Kaiser projection

display technology delivers several key advantages to our

government customers that also have potential in future

commercial applications. Examples include touch-screen

features that allow pilots to reconfigure cockpit displays

and all-glass cockpits with unobstructed panoramic views.

Going forward, we will continue to be alert for and

aggressively pursue opportunities to accelerate

growth through acquisitions that fit our strategy.
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THROUGH LEAN PRACTICES, WE’RE STRENGTHENING BUSINESS

PERFORMANCE BY STRIVING TO MAKE ROCKWELL COLLINS THE 

MOST EFFICIENT AND FASTEST TO MARKET IN THE INDUSTRY. 

EQUALLY IMPORTANT, LEAN OPERATIONS STRENGTHEN CUSTOMER

RELATIONSHIPS AND FUEL GROWTH BY ENHANCING OUR ABILITY 

TO RESPOND TO  THEIR NEEDS.

DRIVE OPERATIONAL EXCELLENCE



Operational excellence takes many forms in generating

value for shareowners. Predominant among them are

the lean processes brought about by our four-year

Lean ElectronicsSM initiative—however, our efforts are

broader than that.

Rockwell Collins’ shared service business model uses

an organizational structure designed to provide the

most efficient mechanism to leverage resources and

assets across the business. Our model allows the

integration of our commercial and military activities 

to achieve maximum efficiencies and performance:

optimizing R&D investments; moving technologies

between businesses; applying technologies from our

commercial aviation side to capture opportunities in

government businesses and vice-versa.

The major thrust in our pursuit of operational excellence

is provided by Lean Electronics. We established this

important initiative in 1998 to streamline processes,

reduce production costs and increase quality while

enhancing our ability to respond quickly to customer

needs. It centers on dynamic, ongoing improvement,

based on “lean thinking” concepts that have

revolutionized manufacturing in automotive and

aerospace processes worldwide.

The Rockwell Collins Enterprise Resource Planning

system is a key element of Lean Electronics. This

software-based business system supports operational

and infrastructure processes by consolidating material

requirement planning, order processing and financial

functions, significantly reducing costs and improving

inventory and supply chain management. It has been

successfully deployed in 80 percent of our businesses;

we plan to have it fully deployed by the end of calendar

year 2003.

We have aggressively applied “lean thinking”
concepts throughout the entire Rockwell Collins
organization to bolster performance and build 
on our market leadership.

Begun in 1998, our ongoing Lean Electronics
initiative directly involves all employees,
a network of suppliers and an increasing
number of customers in a  dynamic, continuous
improvement process to trim required assets,
eliminate waste and redundancies, and reduce
product development cycle time.

Getting faster and better through  
Lean Electronics

Operational excellence enhances financial durability,
agility, growth potential—and shareowner value.
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Rockwell Collins’ fiscal year 2001 operating performance was

strong in the face of an extremely challenging market environment,

particularly in the second half of the year. These results are

a direct reflection of sound fundamentals and solid strategic

execution throughout the company.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS

OVERVIEW AND OUTLOOK

Fiscal year 2001 has been both challenging and successful for
Rockwell Collins. Our spin-off from Rockwell International
Corporation (Rockwell) was completed in June and we have
become an independent, publicly traded company that is
focused on delivering aviation electronic and airborne and
mobile communication solutions through our two businesses,
Commercial Systems and Government Systems. Our sales
increased 12 percent to a record $2.8 billion and we achieved
segment operating margins of 17 percent. In addition, we
acquired and successfully integrated Kaiser Aerospace 
and Electronics Corporation (Kaiser) into our Government
Systems business. 

Unfortunately, the terrorist attacks of September 11th have
created a great deal of uncertainty for our business and 
the entire commercial aerospace industry. However, we
acted quickly to address the impact of these events on our
business. These actions included:

> A comprehensive restructuring plan, including a reduction
in our workforce of approximately 2,800, or 16 percent of our
employees, and closure or consolidation of several facili-
ties. This plan is expected to be substantially completed 
by the end of the second quarter of 2002. In connection
with this action, we recorded a restructuring charge of 
$34 million ($22 million after taxes, or 12 cents per share) 
in the fourth quarter of 2001.

> No salary increases for 2002, coupled with a significant
reduction in management bonuses.

> A 25 percent reduction in planned capital expenditures 
in 2002.

> An evaluation of the carrying value of certain long-lived
assets, principally those related to recent acquisitions of
our in-flight entertainment product line. Due to a sharp and
anticipated prolonged decline in discretionary spending by
the airline industry, we recorded asset impairment charges
of $149 million ($108 million after taxes, or 58 cents per
share) in the fourth quarter of 2001.

Although these actions were difficult, they were necessary to
provide for the long-term financial growth of our Company.
Together, we believe that these actions will result in pre-tax
savings of approximately $180 million in 2002 increasing to
approximately $220 million in 2003 and will position us to main-
tain strong operating returns during this industry downturn.

Based upon the assumptions outlined below, we currently
anticipate the following financial results for 2002:

> Revenues of approximately $2.5 billion. Our projection
assumes a 20 percent revenue decline in our Commercial
Systems business, offset somewhat by moderate growth
in our Government Systems business. Our projection

assumes new production by Boeing and Airbus of 650
aircraft in the aggregate. We expect the build rates of
business and regional aircraft to decline approximately 
10 percent, although our sales into the business and regional
market are expected to remain about flat as a result of a
favorable mix of aircraft where we have higher avionics
content. Aftermarket revenues in our air transport product
line are expected to decline approximately 25 percent, while
the business and regional aftermarket is expected to remain
flat. Revenues related to our in-flight entertainment product
line are expected to decline approximately 40 percent. Our
Government Systems business is expected to grow in the
mid single digit range with significant growth in the military
aircraft display marketplace and modest growth in global
positioning system applications and data link products.

> Earnings per share of $1.15 to $1.25, after considering the
effect of adopting new accounting standards under which
goodwill and certain intangible assets will no longer be
amortized. Our earnings per share estimate is based on
our projected revenues, successful implementation of our
restructuring plan, and a reduction in our effective income
tax rate. We currently estimate that our recurring effective
income tax rate will be reduced from 34 percent in 2001 to
33 percent in 2002 as a result of adopting the non-amortiza-
tion provisions of these new accounting standards, and we
see opportunities for further reductions in our effective
income tax rate due to the implementation of certain tax
planning strategies.

> Free cash flow of $200 to $250 million, excluding a nonre-
curring pension contribution to be made as a result of the
spin-off. We define free cash flow as cash provided by oper-
ating activities and proceeds from dispositions of property,
reduced by capital expenditures. Our definition of free cash
flow may be different from definitions used by other compa-
nies. This free cash flow projection is dependent upon
meeting our earnings target, reducing capital expenditures,
and maintaining our current levels of working capital.

> Company funded research and development as a percentage
of sales will be about 10 percent, approximately the same
percentage as in 2001. Despite the industry downturn,
we remain committed to our research and development
efforts and believe these investments will position us for
future growth.
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Consolidated Pro Forma Financial Results 
for 2001 Compared to 2000

Sales increased $310 million, or 12 percent, to $2,820 million
in 2001 compared to sales of $2,510 million in 2000. This
increase resulted primarily from our acquisitions of the 
Sony Trans Com in-flight entertainment business in the 
fourth quarter of 2000 and Kaiser in the first quarter of 2001.
Excluding these acquisitions, sales in 2001 increased slightly
to $2,517 million.

We generate revenues from the sale of end products,
including spare parts, as well as from the sale of services.
In 2001, our sales of services increased 8 percent to 
$257 million from $239 million in 2000. The increase result-
ed primarily from our continued focus on providing an
expanded range of services and support, the acquisition 
of Sony Trans Com, and the increasing installed base of 
in-flight entertainment systems.

International sales, which include U.S. export sales, declined
7 percent to $948 million in 2001 compared to $1,015 million
in 2000. The sales decline resulted primarily from lower

RESULTS OF OPERATIONS

The following management discussion and analysis is based upon both reported and pro forma financial results 
and should be read in conjunction with our consolidated financial statements and the notes thereto. Pro forma 
net income includes adjustments necessary to present our results of operations as if the spin-off transaction had
occurred at the beginning of each of the years presented. These adjustments include (1) interest expense on $300
million of commercial paper borrowings used to fund the pre-distribution payment to Rockwell, and (2) income and
costs related to employee benefit obligations, including pension and other retirement benefits, related to former
employees of Rockwell that were not associated with our business, which were assumed by us in connection with 
the spin-off. The financial information for periods prior to the spin-off are not necessarily indicative of what our
results of operations, financial condition, or cash flows would have been if we had been an independent public
company during each of the periods presented.

The following table presents both reported and pro forma consolidated results of operations for the years ended
September 30, 2001, 2000, and 1999:

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS

YEAR ENDED SEPTEMBER 30,

AS REPORTED PRO FORMA

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) 2001 2000 1999 2001 2000 1999

Sales $ 2,820 $ 2,510 $ 2,438 $ 2,820 $ 2,510 $ 2,438

Costs and Expenses:
Cost of sales 2,108 1,845 1,782 2,108 1,845 1,782
Selling, general, and administrative expenses 351 274 278 351 274 278
Asset impairment charges 149 - - 149 - -
Interest expense 3 - - 17 20 17
(Earnings) losses from equity affiliates (1) 3 (11) (1) 3 (11)
Other income (14) (11) (48) (19) (13) (46)

Total costs and expenses 2,596 2,111 2,001 2,605 2,129 2,020

Income before income taxes 224 399 437 215 381 418
Income tax provision (85) (130) (146) (82) (124) (139)

Net income $ 139 $ 269 $ 291 $ 133 $ 257 $ 279

Earnings per share:

Basic $ 0.73 $ 1.37 $ 1.46
Diluted $ 0.72 $ 1.35 $ 1.43

Weighted average common shares:

Basic 182.9 187.8 190.5
Diluted 185.5 190.6 195.6
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS

sales of commercial avionics and in-flight entertainment
equipment to Asian and European customers and the com-
pletion of certain European government mandated retrofit
programs. This decline was partially offset by increased sales
to a Canadian manufacturer of business and regional jets.

Cost of sales were $2,108 million in 2001, including $27 million
of restructuring charges. Excluding restructuring charges, cost
of sales of $2,081 million were 73.8 percent of sales in 2001,
compared to $1,845 million, or 73.5 percent of sales in 2000.

Selling, general and administrative costs were $351 million
in 2001, including $7 million of restructuring charges and 
$7 million of additional provisions for bad debts as a result
of increased collection risks associated with the commercial
airline industry. Excluding these items, selling, general and
administrative costs were $337 million, or 11.9 percent 
of sales in 2001, compared to $274 million, or 10.9 percent
of sales in 2000. This increase was driven primarily by
higher marketing costs of recently acquired businesses
and expenses associated with the spin-off from Rockwell.

Interest expense of $17 million in 2001 is based upon pro
forma interest expense for the first nine months of 2001
associated with the $300 million of short-term debt incurred
to fund the pre-distribution payment to Rockwell in connec-
tion with the spin-off and actual interest expense for the last
three months of 2001. Interest expense of $20 million in 2000
is entirely pro forma interest associated with the $300 million
of short-term debt. The lower interest expense in 2001 is the
result of lower interest rates as well as a reduction in our
short-term debt during the last three months of 2001.

Other income includes royalty income, gains and losses
on the sale of property and businesses, income and costs
related to employee benefit obligations unrelated to the
Rockwell Collins business that were assumed in connec-
tion with the spin-off, and other miscellaneous income and
expenses. Other income increased to $19 million in 2001 from
$13 million in 2000 primarily as a result of higher pension
income associated with pension obligations assumed in
connection with the spin-off. 

Net income in 2001 was $133 million after giving effect to
$183 million ($130 million after taxes) of restructuring and
asset impairment charges. Excluding these items, net income
in 2001 was $263 million compared to $257 million in 2000.
Net income as a percentage of sales in 2001, excluding the
restructuring and asset impairment charges, decreased to
9.3 percent from 10.2 percent in 2000. This decrease resulted
from higher warranty and product development costs prima-
rily related to our in-flight entertainment product line, higher
purchase accounting amortization resulting from recent
acquisitions, and a higher effective income tax rate.

Earnings per share in 2001 was $0.72 compared to $1.35 in
2000. Excluding the restructuring and asset impairment
charges, earnings per share in 2001 was $1.42 compared to
$1.35 in 2000. Earnings per share in 2001 reflect the benefits
of lower shares outstanding.

On an as reported basis, net income for 2001 was $139 million
after giving effect to $183 million ($130 million after taxes)
of restructuring and asset impairment charges. Excluding
these items, net income on an as reported basis was 
$269 million in 2001, equal to the $269 million of as reported
net income in 2000. Net income on an as reported basis is
higher than pro forma net income in both 2001 and 2000 due
primarily to the absence of pro forma interest expense
adjustments associated with the $300 million of short-term
debt incurred to fund the pre-distribution payment to
Rockwell in connection with the spin-off.

Consolidated Pro Forma Financial Results for
2000 Compared to 1999

Our sales increased $72 million, or 3 percent, to $2,510 million
in 2000 compared to sales of $2,438 million in 1999. This
increase reflected favorable conditions in our served com-
mercial markets, the acquisition of the Sony Trans Com 
in-flight entertainment business in the fourth quarter of
2000, and modest growth in the defense electronics markets
we address despite overall flat defense spending in 2000.

In 2000, our sales of services grew at a faster rate than sales of
products resulting primarily from our continued focus on pro-
viding an expanded range of services and support, as well as
strong conditions in the aftermarket resulting from increased
worldwide airline passenger traffic and government mandated
retrofit programs. Sales of services increased 17 percent in
2000 to $239 million compared to $205 million in 1999.

International sales in 2000 of $1,015 million were 19 percent
higher than the $852 million of international sales in 1999.
This sales growth resulted primarily from demand for in-flight
entertainment equipment in Asia, strong sales volume to a
Canadian manufacturer of business and regional jets, and
higher service and support revenues worldwide. New market
positions with foreign airlines as well as retrofits related
to European government mandates also contributed to
international sales growth during 2000.

Selling, general, and administrative costs were $274 million,
or 10.9 percent of sales, in 2000 compared to $278 million, or
11.4 percent of sales in 1999. This decrease reflects benefits
from our Lean ElectronicsSM initiative, including implementa-
tion of our enterprise resource planning system, and from
our company-wide shared services model.
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Interest expense in 2000 and 1999 is a pro forma adjustment associated with $300 million of short-term debt incurred to fund the pre-
distribution payment to Rockwell in connection with the spin-off. Interest expense was $20 million in 2000 and $17 million in 1999.

Other income in 2000 was $13 million compared to $46 million in 1999. Other income in 1999 included a $32 million gain on the
sale of our railroad electronics business.

Net income was $257 million in 2000 compared to net income of $279 million in 1999. Net income in 1999 benefited from a $32
million gain ($20 million after taxes) on the sale of the railroad electronics business. Excluding the gain on the sale of the
railroad electronics business, net income was $259 million in 1999. Net income as a percentage of sales was 10.2 percent in
2000 compared to 10.6 percent in 1999, excluding the gain on sale of the railroad electronics business.

Earnings per share was $1.35 in 2000 compared to $1.43 in 1999. Excluding the gain on the sale of the railroad electronics
business, earnings per share was $1.33 in 1999. Earnings per share in 2000 reflect the benefits of lower shares outstanding.

On an as reported basis, net income was $269 million in 2000 compared to $291 million in 1999. Net income in 1999 benefited
from a $32 million gain ($20 million after taxes) on the sale of the railroad electronics business. Excluding the gain on the
sale of the railroad electronics business, net income on an as reported basis was $271 million in 1999. Net income on an as
reported basis is higher than pro forma net income in both 2000 and 1999 due primarily to the absence of pro forma interest
expense adjustments associated with the $300 million of short-term debt incurred to fund the pre-distribution payment to
Rockwell in connection with the spin-off.

SEGMENT PERFORMANCE

The following table presents reported and pro forma segment sales and operating earnings information:

(1) Segment operating earnings, an internal performance measure, excludes unallocated general corporate expenses; incremental acquisition-related expenses

resulting from purchase accounting adjustments such as goodwill and other intangible asset amortization, depreciation, inventory and purchased research and

development charges; interest expense; gains and losses from the disposition of businesses; earnings and losses from enterprise-level equity affiliates; special

charges related to comprehensive restructuring actions; and other special items as identified by management from time to time. Our definition of segment

operating earnings may be different from definitions used by other companies.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS

YEAR ENDED SEPTEMBER 30,

AS REPORTED PRO FORMA

(IN MILLIONS) 2001 2000 1999 2001 2000 1999

Sales:
Commercial Systems $ 1,696 $ 1,586 $ 1,546 $ 1,696 $ 1,586 $ 1,546
Government Systems 1,124 924 892 1,124 924 892

Total $ 2,820 $ 2,510 $ 2,438 $ 2,820 $ 2,510 $ 2,438

Segment operating earnings(1):
Commercial Systems $ 292 $ 296 $ 285 $ 292 $ 296 $285
Government Systems 187 144 139 187 144 139

Total 479 440 424 479 440 424
Goodwill and purchase accounting items (39) (15) (10) (39) (15) (10)
Gain on disposition of a business - - 32 - - 32
Interest expense (3) - - (17) (20) (17)
Earnings (losses) from equity affiliates 1 (3) 11 1 (3) 11
Restructuring and asset impairment charges (183) - - (183) - -
General corporate-net (31) (23) (20) (26) (21) (22)

Income before income taxes 224 399 437 215 381 418
Income tax provision (85) (130) (146) (82) (124) (139)

Net income $ 139 $ 269 $ 291 $ 133 $ 257 $ 279
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AND RESULTS OF OPERATIONS

Segment Pro Forma Financial Results for 2001
Compared to 2000

In 2001, Commercial Systems sales were $1,696 million, 
an increase of $110 million, or 7 percent, compared to
$1,586 million of sales in 2000. Our Sony Trans Com acquisi-
tion contributed $96 million to the sales increase in 2001.
Excluding this acquisition, sales in 2001 increased $14 million
over the prior year. Sales of commercial avionics products
were up 4 percent during this period resulting from continued
demand in the air transport market and increased regional
jet production but were partially offset by lower sales of
wide-body in-flight entertainment products. Segment operat-
ing earnings for Commercial Systems were $292 million 
in 2001 compared with $296 million in 2000. Commercial
Systems segment operating earnings as a percentage of
sales in 2001 were 17.2 percent compared with 18.7 percent 
in 2000. This decrease was due to higher warranty and
product development costs related primarily to our in-flight
entertainment product line and higher provisions for bad
debts as a result of increased collection risks associated
with the commercial airline industry. 

Government Systems reported sales of $1,124 million in
2001 compared with $924 million in 2000, an increase of
$200 million or 22 percent. Kaiser, which was acquired in
the first quarter of 2001, accounted for $207 million of sales
in 2001. Excluding this acquisition, sales in 2001 were 
$7 million lower than in the prior year primarily due to the
completion of the KC-135 flight deck retrofit program in
early 2001, which was substantially offset by increased
sales from global positioning system and data link related
programs. Government Systems segment operating earn-
ings were $187 million in 2001 compared with $144 million
in the prior year. Segment operating earnings as a percentage
of sales in 2001 increased to 16.6 percent from 15.6 percent
in 2000. This increase was primarily due to the favorable
resolution of a U.S. government contract matter.

Goodwill and purchase accounting items increased to 
$39 million in 2001 compared with $15 million in 2000. The
increase was due primarily to higher goodwill and other
intangible asset amortization resulting from our acquisitions
of Sony Trans Com and Kaiser. 

Restructuring and asset impairment charges relating to
Commercial Systems and Government Systems were 
$177 million and $6 million, respectively, in 2001. General
corporate-net increased to $26 million in 2001 compared 
with $21 million in 2000, primarily resulting from costs
associated with the spin-off from Rockwell. 

General corporate-net in 2001 includes an allocation from
Rockwell for the first nine months of 2001 prior to the spin-
off and three months of actual costs after the spin-off.
General corporate-net also includes pension income
related to pension obligations unrelated to our business
that were assumed by us in connection with the spin-off.

Segment Pro Forma Financial Results for 2000
Compared to 1999

In 2000, Commercial Systems sales increased $40 million to
$1,586 million from $1,546 million in 1999. This increase was
driven primarily by market positions captured in the business
and regional jet market, higher service and support revenues,
and the acquisition of the Sony Trans Com in-flight entertain-
ment business in the fourth quarter of 2000, which more than
offset lower sales resulting from lower production in the
large commercial aircraft market. Commercial Systems
segment operating earnings in 2000 were $296 million, an
increase of $11 million over 1999 segment operating earnings
of $285 million. Commercial Systems segment operating
earnings as a percentage of sales increased to 18.7 percent
in 2000 compared to 18.4 percent in 1999, reflecting lower
customer incentives, but were partially offset by research
and development costs incurred in connection with our
Integrated Information System (I2S) initiative.

Government Systems sales increased $32 million, or 4 percent,
in 2000 to $924 million, while Government Systems segment
operating earnings increased 4 percent to $144 million from
$139 million in 1999. The increase in sales was primarily
related to two flight deck retrofit programs for the C/KC-135
tanker aircraft as well as increased volume from the
Sikorsky S-70 helicopter and ARC-210 Radio programs in
2000. Government Systems segment operating earnings as a
percentage of sales were 15.6 percent in both 2000 and 1999.

Goodwill and purchase accounting items increased to $15
million in 2000 compared with $10 million in 1999, with the
majority of the increase resulting from the acquisition of
Sony Trans Com in 2000. 

General corporate-net consists primarily of an allocation
from Rockwell and pension income associated with
pension obligations unrelated to our business assumed by 
us in connection with the spin-off. General corporate-net
was $21 million in 2000 compared to $22 million in 1999.
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RESTRUCTURING AND ASSET IMPAIRMENT CHARGES

Restructuring

In September 2001, we announced a comprehensive restruc-
turing plan to reduce our workforce and streamline certain
operations. These actions were undertaken in response to 
the sharp and sudden decline in anticipated sales volumes 
in the commercial air transport market resulting from the
September 11th terrorist attacks. The restructuring plan
includes involuntary separations of approximately 2,800
employees, or 16 percent of our workforce. These employ-
ee separations are broad based and affect all business
groups, with the largest number of reductions in the
Commercial Systems business and organizations that sup-
port commercial product lines. Approximately 90 percent of
these employee separations are expected to be completed
by the end of the second quarter of 2002 with the remainder
to be completed by the end of 2002. The restructuring plan
also includes the consolidation of the in-flight entertain-
ment business into one facility in Pomona, California; the
closure of certain service centers, sales and other offices 
in California, Illinois, Australia, and Southeast Asia; and 
the consolidation of certain manufacturing operations. As 
a result of this plan, we recorded a restructuring charge of
$34 million ($22 million after taxes, or 12 cents per share) 
in the fourth quarter of 2001. This charge is comprised of
$28 million of employee separation costs and $6 million 
of other costs related to the closure or consolidation of
facilities. No employees were terminated and no employee
separation costs or facility exit costs were paid in 2001.
We expect to fund the restructuring plan using cash
generated by operations with payments expected to be
substantially completed by the end of the second quarter
of 2002.

Asset Impairment Charges

In connection with our assessment of the business impact 
of the unexpected decline in the commercial air transport
market as a result of the September 11th terrorist attacks,
we performed reviews of the carrying values of long-lived
assets, including related goodwill, to be held and used that
are associated with the Commercial Systems business and
recorded a total of $149 million ($108 million after taxes, or
58 cents per share) of non-cash asset impairment charges 
in the fourth quarter of 2001, primarily related to our in-flight
entertainment product line. These reviews were performed
pursuant to the provisions of Statement of Financial
Accounting Standards No. 121, Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets 
to be Disposed Of.

These reviews focused on the long-lived assets recorded 
in connection with the Sony Trans Com and Hughes-Avicom
acquisitions, which now comprise the in-flight entertain-
ment product line. Expenditures on in-flight entertainment
equipment by commercial airlines are discretionary in
nature and given the financial instability of the commercial
airlines, demand is expected to fall significantly to levels
below those required to sustain the asset base of this
product line for the foreseeable future. As a result of our
review, we recorded asset impairment charges of $136 mil-
lion related to the goodwill, intangible assets, and property
of the in-flight entertainment product line. In addition, we
recorded $13 million of charges related to software license
agreements used in certain other product lines serving the
commercial air transport market. Sales of these products
are expected to be adversely affected by the downturn in
the commercial air transport market with technological
obsolescence outpacing any expected recovery in demand.

INCOME TAXES

Our effective income tax rate was determined on a stand-
alone basis and was 37.9 percent in 2001 including non-
deductible goodwill write-offs associated with the asset
impairment charges. Excluding the effects of the asset
impairment charges, the effective income tax rate in 2001 
was 34.1 percent, compared to 32.5 percent in 2000 and 33.5
percent in 1999. The increase in the effective income tax 
rate in 2001 is primarily due to non-deductible goodwill
amortization resulting from the Kaiser acquisition. 

FINANCIAL CONDITION

Cash provided by operations was $193 million in 2001, $281
million in 2000 and $203 million in 1999. Free cash flow was 
$83 million in 2001, $183 million in 2000 and $83 million in 1999.
We define free cash flow, an internal performance measure, 
as cash provided by operating activities and proceeds from
dispositions of property, reduced by capital expenditures. 
Our definition of free cash flow may be different from defini-
tions used by other companies. Cash provided by operations
and free cash flow were lower in 2001 primarily as a result
of working capital growth in receivables and inventories.
Receivables increased in 2001 primarily due to the timing of
sales as we posted record sales in the fourth quarter of
2001. Inventories increased in 2001 as a result of higher sales
volumes combined with the implementation of our enterprise
resource planning system at our in-flight entertainment
business. We believe that cash generated by operations will
be sufficient to fund future working capital needs.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS
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Capital expenditures were $110 million in 2001, $98 million in
2000, and $127 million in 1999. Significant expenditures over
the last three years included an investment in our enterprise
resource planning system. During 1999, we received $80
million from the sale of our railroad electronics business
and $7 million from the sale of other property. We believe
that cash generated by operations will be sufficient to fund
future capital expenditures.

Cash investments for strategic acquisitions were $292 million
in 2001, $123 million in 2000, and $56 million in 1999. Major
acquisitions included the purchase of Kaiser in the first
quarter of 2001, Sony Trans Com in 2000, and the remaining
50% interest in Flight Dynamics that we did not already own
in 1999. We continuously evaluate acquisition opportunities
and expect to continue to acquire businesses and capabilities
as an integral component of our overall growth strategy.
We expect to finance future acquisitions using cash gener-
ated from operations, issuance of debt, common stock or
other securities, or a combination thereof.

We have access to $1 billion of unsecured credit facilities
with various banks. These credit facilities will be used for
future working capital needs and other general corporate
purposes as well as to support our commercial paper
program. In connection with the spin-off, we issued $302
million of commercial paper which was used to fund the
$300 million pre-distribution payment to Rockwell. At
September 30, 2001, our commercial paper borrowings 
outstanding decreased to $202 million as a result of 
strong free cash flow in the fourth quarter of 2001. The
Company’s debt-to-total capital ratio on September 30,
2001 was 15 percent. 

In November 2001, we filed a shelf registration statement
with the Securities and Exchange Commission covering up
to $750 million in debt securities, common stock, preferred
stock or warrants that may be offered in one or more
offerings on terms to be determined at the time of sale.
Net proceeds of any offering will be used for general
corporate purposes, with possible uses including repayment
of existing indebtedness, capital expenditures, acquisi-
tions, and share repurchases. 

We currently expect to make a tax-deductible cash contri-
bution to our pension plan in order to satisfy certain U.S.
government requirements resulting from the spin-off. The
amount of the contribution is still being determined but is
expected to be in the range of $35 million to $120 million. 
The contribution will be made no later than January 31, 2002
and will be funded using cash generated by operations. 

We declared and paid cash dividends of nine cents per
share, totaling $17 million, in the fourth quarter of 2001. 
We expect annual dividends to be $0.36 per share in 2002
and we expect to fund these dividends using cash generated
by operations.

The downturn in the commercial air transport market,
exacerbated by the terrorist attacks of September 11th, has
adversely affected the financial condition of many of our
commercial airline customers. Many of our customers have
requested extended payment terms for future shipments
and we have been reviewing and granting these requests on
a case by case basis. We perform ongoing credit evaluations
on the financial condition for all of our customers and main-
tain reserves for uncollectible accounts receivable based
upon expected collectibility. Although we believe our
reserves are adequate, we are not able to predict with cer-
tainty the changes in the financial stability of our customers.
Any material change in the financial status of any one or
group of customers could have a material adverse effect on
our financial condition, results of operations, or cash flows.
Extended payment terms granted to our customers may
also negatively affect future cash flow.

ENVIRONMENTAL

Federal, state and local requirements relating to the discharge
of substances into the environment, the disposal of hazardous
wastes, and other activities affecting the environment have
had and will continue to have an impact on our manufacturing
operations. Thus far, compliance with environmental require-
ments and resolution of environmental claims have been
accomplished without material effect on our liquidity and
capital resources, competitive position or financial condition.
Based upon our assessment, we believe expenditures for envi-
ronmental capital investment and remediation necessary to
comply with present regulations governing environmental
protection and other expenditures for the resolution of envi-
ronmental claims will not have a material adverse effect on
our business or financial condition. We cannot assess the
possible effect of compliance with future requirements.

RECENTLY ISSUED ACCOUNTING STANDARDS

In June 2001, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards No. 141,
Business Combinations (SFAS 141) and Statement of Finan-
cial Accounting Standards No. 142, Goodwill and Other
Intangible Assets (SFAS 142). SFAS 141 addresses financial
accounting and reporting for business combinations and
requires that the purchase method of accounting be used for
all business combinations initiated after June 30, 2001. In
addition, SFAS 141 further clarifies the criteria to recognize 
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intangible assets separately from goodwill. SFAS 142
provides that goodwill and certain indefinite lived intangible
assets will no longer be amortized but will be reviewed 
at least annually for impairment and written down and
charged to income when their recorded value exceeds
their estimated fair value. Separable intangible assets
that do not have an indefinite life will continue to be
amortized over their useful lives. We expect to adopt 
both SFAS 141 and SFAS 142 effective October 1, 2001.
While the effect of adopting these standards is still 
being evaluated, we estimate that the effect of these 
new standards will be an increase to 2002 net income 
of approximately $9 million, or 5 cents per share.

In June 2001, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards No. 143,
Accounting for Asset Retirement Obligations (SFAS 143).
SFAS 143 is effective beginning in our fiscal year 2003 and
requires recording of the fair value of liabilities associated
with the retirement of long-lived assets in the period in
which they are incurred. We do not expect the adoption 
of SFAS 143 to have a material effect on our results of
operations or financial position.

In August 2001, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards 
No. 144, Accounting for the Impairment or Disposal of Long-
lived Assets (SFAS 144). SFAS 144 provides new guidance
on the recognition of impairment losses on long-lived
assets to be held and used or to be disposed of and also
broadens the definition of what constitutes a discontinued
operation and how the results of a discontinued operation
are to be measured and presented. SFAS 144 is effective
beginning in our fiscal year 2003 and is not expected to
materially change the methods used by us to measure
impairment losses on long-lived assets, but may result in
more matters being reported as discontinued operations
than is permitted under current accounting principles.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT
MARKET RISK

We are exposed to market risk during the course of business
from changes in interest rates and foreign currency exchange
rates. The exposure to these risks is managed through a com-
bination of normal operating and financial activities and in
the case of risk associated with foreign currency exchange
rates, derivative financial instruments in the form of foreign
currency forward exchange contracts.

Interest Rate Risk

In addition to using cash provided by normal operating activi-
ties, we utilize short-term commercial paper borrowings to
finance operations. At September 30, 2001, commercial paper
outstanding was $202 million with a weighted average interest
rate and maturity period of 3.5 percent and 44 days, respec-
tively. Although the interest rates are fixed through the matu-
rity date, we are exposed to interest rate risk upon maturity 
of this commercial paper as we will generally refinance all or 
a portion of this debt by issuing new commercial paper at
market interest rates that may be higher or lower at that
time. If market interest rates would have averaged 25 percent
higher in either 2001 or 2000, the effects on pro forma results
of operations would not have been material. Due to the
short-term nature of commercial paper outstanding, the fair
value of these obligations approximated carrying value at
September 30, 2001.

Foreign Currency Risk

We are exposed to foreign currency risks that arise from
normal business operations. These risks include the trans-
lation of local currency balances of our foreign subsidiaries,
intercompany loans with foreign subsidiaries and transac-
tions denominated in foreign currencies. Our objective is to
minimize our exposure to these risks through a combination
of normal operating activities (by requiring, where possible,
export sales to be denominated in United States dollars)
and utilizing foreign currency forward exchange contracts
to manage our exposure on transactions denominated in
currencies other than the applicable functional currency. In
2001, approximately 35 percent of our total sales consisted
of sales outside of the United States, with less than 10 per-
cent of total sales denominated in currencies other than the
United States dollar. Foreign currency forward exchange
contracts are executed with creditworthy banks and are
denominated in currencies of major industrial countries. 
It is our policy not to enter into derivative financial instru-
ments for speculative purposes. We do not hedge our
exposure to the translation of reported results of our foreign
subsidiaries from local currency to United States dollars.

At September 30, 2001 and 2000, we had outstanding foreign
currency forward exchange contracts with notional amounts
of $156 million and $140 million, respectively, primarily
consisting of contracts to exchange the euro and pound
sterling. Notional amounts are stated in the U.S. dollar
equivalents at spot exchange rates at the respective dates.
The use of these contracts allows us to manage transac-
tional exposure to exchange rate fluctuations as the gains
and losses incurred on the foreign currency forward

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS



36 <<
rockwell collins

AR /01

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS

exchange contracts will offset, in whole or in part, losses 
or gains on the underlying foreign currency exposure. The
net liability at fair value of our foreign currency forward
exchange contracts was $0 million and $1 million at
September 30, 2001 and 2000, respectively. A hypothetical 
10 percent adverse change in underlying foreign currency
exchange rates associated with these contracts would not
be material to our financial condition, results of operations,
or cash flows.

CAUTIONARY STATEMENT

This Management’s Discussion and Analysis, as well as
other sections of this Annual Report to Shareowners,
contains statements (including certain projections and busi-
ness trends) accompanied by such phrases as “assumes”,
“anticipates”, “believes”, “expects”, “estimates”, “will” 
and other similar expressions, that are “forward-looking
statements” as defined in the Private Securities Litigation
Reform Act of 1995. Actual results may differ materially from
those projected as a result of certain risks and uncertainties,

including but not limited to the impact of the terrorist
attacks on September 11, 2001 and their aftermath; the timing
related to restoring consumer confidence in air travel; the
health of the commercial aerospace industry; domestic and
foreign government spending, budgetary and trade policies;
economic and political changes in international markets
where the Company competes, such as changes in currency
exchange rates, inflation rates, recession, foreign ownership
restrictions and other external factors over which we have
no control; demand for and market acceptance of new and
existing products, including potential cancellation of orders
by commercial customers; successful development of
advanced technologies; competitive product and pricing
pressures; and the uncertainties of litigation, as well as
other risks and uncertainties, including but not limited to
those set forth under “Certain Business Risks” and in other
sections of our Annual Report on Form 10-K for the year
ended September 30, 2001, as well as those detailed from
time to time in our other Securities and Exchange
Commission filings. These forward-looking statements are
made only as of the date hereof.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareowners of 
Rockwell Collins, Inc.

We have audited the accompanying consolidated statement
of financial position of Rockwell Collins, Inc. and subsidiaries
(formerly the avionics and communications business of
Rockwell International Corporation - see Note 1) as of
September 30, 2001 and 2000, and the related consolidated
statements of operations, of cash flows, and of shareowners’
equity and comprehensive income for each of the three years
in the period ended September 30, 2001. These financial
statements are the responsibility of the Company’s manage-
ment. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing
standards generally accepted in the United States of
America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence support-
ing the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles
used and significant estimates made by management, as
well as evaluating the overall financial statement presenta-
tion. We believe that our audits provide a reasonable basis
for our opinion.

The accompanying consolidated financial statements 
were prepared to present the financial position and 
related results of operations and cash flows of Rockwell
Collins, Inc., as described in Note 1 to the financial
statements, and may not necessarily be indicative of 
the conditions that would have existed or the results 
of operations and cash flows if Rockwell Collins, Inc. 
had been operated as a stand-alone company during 
the periods presented.

In our opinion, such consolidated financial statements
present fairly, in all material respects, the consolidated
financial position of Rockwell Collins, Inc. and subsidiaries 
as of September 30, 2001 and 2000, and the consolidated
results of their operations and their cash flows for the
each of the three years in the period ended September 30,
2001, in conformity with accounting principles generally
accepted in the United States of America.

Chicago, Illinois
November 1, 2001
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SEPTEMBER 30,

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) 2001 2000

ASSETS

Current Assets:

Cash $ 60 $ 20

Receivables 628 495

Inventories 738 640

Current deferred income taxes 189 133

Other current assets 24 23

Total current assets 1,639 1,311

Property 448 393

Intangible Assets 285 148

Other Assets 256 248

TOTAL ASSETS $ 2,628 $ 2,100

LIABILITIES AND SHAREOWNERS’ EQUITY

Current Liabilities:

Short-term debt $ 202 $ -

Accounts payable 246 216

Compensation and benefits 231 204

Income taxes payable 15 2

Product warranty costs 146 120

Other current liabilities 295 261

Total current liabilities 1,135 803

Retirement Benefits 341 363

Other Liabilities 42 26

Shareowners’ Equity:

Common stock ($0.01 par value; 1,000 shares authorized; 183.6 shares issued
and outstanding) 2 -

Additional paid-in capital 1,201 -

Retained deficit (65) -

Accumulated other comprehensive loss (28) (29)

Rockwell International’s net investment - 937

Total shareowners’ equity 1,110 908

TOTAL LIABILITIES AND SHAREOWNERS’ EQUITY $ 2,628 $ 2,100

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENT OF OPERATIONS

YEAR ENDED SEPTEMBER 30,

(IN MILLIONS) 2001 2000 1999

Sales $ 2,820 $ 2,510 $ 2,438

Cost and Expenses:

Cost of sales (Note 16) 2,108 1,845 1,782

Selling, general and administrative expenses (Note 16) 351 274 278

Asset impairment charges (Note 16) 149 - -

Interest expense 3 - -

(Earnings) losses from equity affiliates (1) 3 (11)

Other income (14) (11) (48)

Total costs and expenses 2,596 2,111 2,001

Income before income taxes 224 399 437

Income tax provision 85 130 146

Net income $ 139 $ 269 $ 291

See Notes to Consolidated Financial Statements.
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YEAR ENDED SEPTEMBER 30,

(IN MILLIONS) 2001 2000 1999

OPERATING ACTIVITIES:

Net income $ 139 $ 269 $ 291

Adjustments to arrive at cash provided by operating activities:

Depreciation 91 83 74

Amortization of intangible assets 40 16 12

Deferred income taxes (26) 24 16

Gain on disposition of business (Note 17) - - (32)

Asset impairment charges (Note 16) 149 - -

Changes in assets and liabilities, excluding effects of acquisitions,

divestitures, and foreign currency adjustments:

Receivables (104) 34 (80)

Inventories (49) 17 (44)

Accounts payable 19 (46) 6

Income taxes payable 8 (2) 4

Compensation and benefits 9 (16) 12

Other assets and liabilities (83) (98) (56)

CASH PROVIDED BY OPERATING ACTIVITIES 193 281 203

INVESTING ACTIVITIES:

Property additions (110) (98) (127)

Acquisitions of businesses, net of cash acquired (292) (123) (56)

Investment in affiliates (3) - -

Proceeds from the dispositions of property and businesses - - 87

CASH USED FOR INVESTING ACTIVITIES (405) (221) (96)

FINANCING ACTIVITIES:

Increase (decrease) in short-term borrowings 202 - (14)

Cash dividends (17) - -

Pre-Distribution payment to Rockwell International (300) - -

Net transfers from (to) Rockwell International 366 (52) (94)

CASH PROVIDED BY (USED FOR) FINANCING ACTIVITIES 251 (52) (108)

Effect of exchange rate changes on cash 1 (8) 1

Net Change in Cash 40 - -

Cash at Beginning of Year 20 20 20

Cash at end of year $ 60 $ 20 $ 20

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENT OF SHAREOWNERS’ EQUITY AND COMPREHENSIVE INCOME

YEAR ENDED SEPTEMBER 30,

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) 2001 2000 1999

COMMON STOCK

Beginning balance $ - $ - $ -

Common stock issued in connection with the Distribution 2 - -

ENDING BALANCE 2 - -

ADDITIONAL PAID-IN CAPITAL

Beginning balance - - -

Common stock issued in connection with the Distribution 1,188 - -

Other Distribution adjustments 13 - -

ENDING BALANCE 1,201 - -

RETAINED DEFICIT

Beginning balance - - -

Net loss after the Distribution (48) - -

Cash dividends (per share: $0.09) (17) - -

ENDING BALANCE (65) - -

ACCUMULATED OTHER COMPREHENSIVE LOSS

Beginning balance (29) (25) (20)

Currency translation gain (loss) 3 (8) (2)

Minimum pension liability adjustment (2) 4 (3)

ENDING BALANCE (28) (29) (25)

ROCKWELL INTERNATIONAL’S NET INVESTMENT

Beginning balance 937 720 523

Net income prior to the Distribution 187 269 291

Net transfers from (to) Rockwell International 366 (52) (94)

Pre-Distribution payment to Rockwell International (300) - -

Common stock issued in connection with the Distribution (1,190) - -

ENDING BALANCE - 937 720

TOTAL SHAREOWNERS’ EQUITY $ 1,110 $ 908 $ 695

COMPREHENSIVE INCOME

Net income $ 139 $ 269 $ 291

Other comprehensive income (loss) 1 (4) (5)

COMPREHENSIVE INCOME $   140 $ 265 $ 286

See Notes to Consolidated Financial Statements.



1. Basis of Presentation

On June 29, 2001, Rockwell Collins, Inc. (the Company or
Rockwell Collins) became an independent, separately
traded, publicly-held company when Rockwell International
Corporation (Rockwell) spun off its former avionics and
communications business (Avionics and Communications)
and certain other assets and liabilities of Rockwell by means
of a distribution (the Distribution) of all the outstanding
shares of common stock of the Company to the shareowners
of Rockwell in a tax-free spin-off. In the Distribution, each
Rockwell shareowner received one share of the Company’s
common stock for each share of Rockwell common stock
owned as of the close of business on June 15, 2001.

In connection with the Distribution, Rockwell transferred
substantially all assets and liabilities associated with
Avionics and Communications to the Company. In addition,
Rockwell transferred to the Company certain other assets
and liabilities previously unrelated to Avionics and Com-
munications, including certain assets and liabilities of
Rockwell-sponsored employee benefit plans and a 50 percent
ownership interest in Rockwell Scientific Company LLC (for-
merly Rockwell Science Center). Accordingly, the Statement
of Financial Position includes these assets and liabilities.
Additionally, the Company retained cash balances of $20 mil-
lion at the Distribution date and made a pre-Distribution
payment of $300 million to Rockwell, which was funded
through the issuance of commercial paper. The Statement of
Operations includes the results of operations of Avionics 
and Communications, as operated by Rockwell prior to the
Distribution, and the results of operations of Rockwell Collins,
operated as an independent public company after the Distri-
bution. The Company’s 50 percent share of the earnings and
losses of Rockwell Scientific Company LLC are included in
the Statement of Operations for all periods presented. The
financial statements for periods prior to the Distribution are
not necessarily indicative of what the financial position,
results of operations and cash flows would have been if
Rockwell Collins had been an independent public company
during such periods. Financial data included in the accompa-
nying financial statements, for periods subsequent to the
Distribution, have been prepared on a basis that reflects the
historical assets, liabilities, and operations of the business
contributed to the Company by Rockwell.

Prior to the Distribution, Rockwell provided certain services
to the Company, including payroll and employee benefits
administration, data processing, telecommunications
services and procurement. Rockwell also administered
programs in which Rockwell Collins’ domestic operations
participated, including medical and insurance programs.

The cost to the Company for these services totaled 
$7 million, $11 million and $7 million for the years ended
September 30, 2001, 2000 and 1999, respectively. In addition,
Rockwell provided advanced research and development
services to the Company through the Rockwell Scientific
Company LLC. Costs for these services and programs
were billed to the Company based on actual usage and
are included in the Company’s Statement of Operations.
Management believes that the methods of determining
these costs are reasonable and that the costs billed
approximate those that would have been incurred on a
stand-alone basis. The Rockwell Scientific Company LLC
continues to provide advanced research and development
services to the Company pursuant to a services agreement.

Prior to the Distribution, Rockwell also provided manage-
ment services to the Company, including corporate oversight,
financial, legal, tax, corporate communications, and human
resources. The costs of providing these services have been
allocated to the Company based on Rockwell Collins’ sales
in proportion to total Rockwell sales and are included in
Selling, General and Administrative Expenses in the
Statement of Operations. These costs totaled $20 million
for the year ended September 30, 2001 and $25 million for
each of the years ended September 30, 2000 and 1999.
Management believes that the method of allocating these
costs to the Company is reasonable and the amounts
approximate the costs that would have been incurred by
the Company on a stand-alone basis.

Prior to the Distribution, the Company’s domestic and
certain international operations participated in Rockwell’s
centralized cash management systems. Accordingly, the
financial statements exclude cash (other than $20 million
retained at the Distribution date), debt and interest income
and expense for countries participating in the central-
ized cash management systems. Accounts Payable on
September 30, 2000 includes $17 million related to checks
drawn on domestic centralized disbursement and payroll
accounts which remained outstanding on that date.

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

2. Significant Accounting Policies

Consolidation

The consolidated financial statements include the accounts
of the Company and all majority-owned subsidiaries in
which the Company has control. The Company’s investments
in non-controlled entities in which it has the ability to exer-
cise significant influence over operating and financial 
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policies, including the Rockwell Scientific Company LLC,
are accounted for under the equity method. All significant
intracompany transactions have been eliminated. Inter-
company accounts receivable and payable between
Rockwell Collins and Rockwell or their subsidiaries at 
the date of the Distribution were generally canceled or
otherwise eliminated and accordingly reflected in
Shareowners’ Equity on the Statement of Financial Position.

Revenue Recognition

Product and service sales are recognized when all of the
following criteria are met: an agreement of sale exists,
product delivery and acceptance have occurred or services
have been rendered, pricing is fixed or determinable, and
collection is reasonably assured. Sales under all cost-type
and certain fixed-priced-type contracts requiring perform-
ance over several periods are accounted for under the
percentage-of-completion method of accounting using the
cost-to-cost or units-of-delivery methods. Anticipated
losses on contracts are recognized in full in the period that
the losses become probable and estimable. Anticipated
losses related to fixed-price contract options for additional
units are recognized in full as Cost of Sales on the Statement
of Operations when it is considered probable that such
options will be exercised, and are included in Other Current
Liabilities on the Statement of Financial Position.

In October 2000, the Company adopted Securities and
Exchange Commission Staff Accounting Bulletin 101,
Revenue Recognition in Financial Statements (SAB 101).
No accounting changes were required in connection with
the adoption of SAB 101 and, accordingly, the adoption had
no effect on the Company’s financial position, results of
operations or shareowners’ equity.

Customer Incentives

Rockwell Collins provides sales incentives to certain com-
mercial customers in connection with sales contracts. These
incentives are recognized as a reduction of the sales price
for customer account credits or charged to cost of sales 
for products or services to be provided. The liability for
incentives relating to the future purchase of products or
services is included in Other Current Liabilities on the
Statement of Financial Position.

Research and Development

Research and development expenditures under Company-
initiated programs are expensed as incurred. Customer-
funded research and development expenditures are
accounted for as contract costs.

Earnings Per Share Information

Earnings per share information has not been presented as
the Company was not an independent company during each
of the years presented. However, pro forma earnings per
share has been presented in Note 23 as if the Distribution
had occurred at the beginning of each year presented and
giving effect to earnings adjustments resulting from certain
assets and liabilities assumed or incurred by the Company
in connection with the Distribution.

Cash

Cash includes time deposits and certificates of deposit
with original maturities of three months or less.

Inventories

Inventories are stated at the lower of cost or market using
standard costs which approximate the first-in, first-out
method, less related progress payments received. Market 
is determined on the basis of estimated realizable values.
Inventoried costs include direct costs of manufacturing,
engineering and tooling, and allocable overhead costs.

Property

Property is stated at acquisition cost. Depreciation of
property is generally provided using accelerated and
straight-line methods over the following estimated useful
lives: buildings and improvements, fifteen to forty years;
machinery and equipment, eight years; and information
systems software and hardware, three to ten years.
Significant renewals and betterments are capitalized and
replaced units are written off. Maintenance and repairs, as
well as renewals of minor amounts, are charged to expense
in the period incurred.

Purchased Intangibles

Goodwill and other intangible assets generally result 
from business acquisitions. All of the Company’s business
acquisitions have been accounted for under the purchase
method by assigning the purchase price to tangible and
intangible assets and liabilities, including research and
development projects which have not yet reached techno-
logical feasibility and have no alternative future use 
(purchased research and development). Assets acquired
and liabilities assumed are recorded at their fair values; 
the appraised value of purchased research and development 
is immediately charged to expense; and the excess of 
the purchase price over the amounts assigned is recorded
as goodwill.



Intangible assets including goodwill, developed technology,
patents, assembled workforce, trademarks and tradenames,
and other intangible assets are amortized on a straight-line
basis over their estimated useful lives, ranging from three
to forty years.

Impairment of Long-Lived Assets

Long-lived assets, including goodwill, are reviewed for
impairment when events or circumstances indicate that 
the carrying amount of a long-lived asset may not be
recoverable and for all assets to be disposed of. Long-lived
assets held for use are reviewed for impairment by compar-
ing the carrying amount of an asset to the undiscounted
future cash flows expected to be generated by the asset
over its remaining useful life. If an asset is considered to be
impaired, the impairment to be recognized is measured as
the amount by which the carrying amount of the asset
exceeds its fair value. Assets to be disposed of are report-
ed at the lower of the carrying amount or fair value less cost
to sell. Management determines fair value using discounted
future cash flow analysis or other accepted valuation tech-
niques. In September 2001, the Company recorded asset
impairment charges of $136 million related to its in-flight
entertainment product line and $13 million related to
certain software license agreements (see Note 16).

Derivative Financial Instruments

Effective July 1, 2000, the Company adopted Statement of
Financial Accounting Standards No. 133, Accounting for
Derivative Instruments and Hedging Activities (SFAS 133).
The effect of adopting SFAS 133 was not material to the
Company’s financial position, results of operations or
shareowners’ equity.

The Company uses derivative financial instruments in 
the form of foreign currency forward exchange contracts
to manage foreign currency risks. Foreign currency for-
ward exchange contracts are used to offset changes in
the fair value of certain assets and liabilities resulting
from intercompany loans and transactions with third
parties denominated in foreign currencies. It is the 
policy of the Company to execute such instruments with
creditworthy banks and not to enter into derivative
financial instruments for speculative purposes. All foreign
currency forward exchange contracts are denominated in
currencies of major industrial countries. All of the foreign
currency forward exchange contracts entered into by the
Company, although effective hedges from an economic
perspective, have not been designated as hedges for
accounting purposes. These contracts are recognized 

on the Statement of Financial Position at fair value with
the changes in the fair value recognized in earnings as a
component of Cost of Sales concurrently with the change
in fair value of the underlying assets and liabilities. 

Stock-Based Compensation

The Company accounts for employee stock-based compen-
sation in accordance with Accounting Principles Board
Opinion No. 25, Accounting for Stock Issued to Employees.
As stock options are granted at prices equal to the fair
market value of the Company’s common stock on the grant
dates, no compensation expense is recognized in connec-
tion with stock options granted to employees.

Foreign Currency Translation

Assets and liabilities of subsidiaries operating outside 
of the United States with a functional currency other than 
the U.S. dollar are translated into U.S. dollars using
exchange rates at the end of the respective period. Sales,
costs and expenses are translated at average exchange
rates effective during the respective period. Foreign
currency translation gains and losses are included as a
component of Accumulated Other Comprehensive Loss.
Currency transaction gains and losses are included in the
Statement of Operations in the period incurred.

Concentration of Risks 

Rockwell Collins is a provider of aviation electronics 
and airborne and mobile communications products for
commercial and military applications. The Company’s
customers consist primarily of commercial and military
aircraft manufacturers, commercial airlines, and the
United States and other foreign governments. The Company
is subject to certain risks associated with these industries.
The commercial aerospace market has been historically
cyclical and subject to downturns during periods of weak
economic conditions. In addition, the terrorist acts of
September 11, 2001 have resulted in sharp reductions in air
travel, which will likely result in reduced demand for the
products and services of the Commercial Systems business
and may adversely affect the financial condition of its cus-
tomers. The Company performs ongoing credit evaluations
on the financial condition of its customers and maintains
allowances for uncollectible accounts receivable based
upon expected collectibility. Although management believes
its allowances are adequate, the Company is not able to
predict with certainty the changes in the financial stability 
of its customers. Any material change in the financial status
of any one or group of customers could have a material
adverse effect on the Company’s results of operations.
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Commercial Systems receivables at September 30, 2001
were $385 million, of which approximately $147 million was
associated with commercial airlines. Sales to the United
States and other foreign governments may be affected by
changes in budget appropriations, procurement policies,
political developments both domestically and abroad, and
other factors. While management believes the Company’s
product offerings are well positioned to meet the needs of
the United States and other foreign governments, any mate-
rial changes in any of these areas could have a material
adverse effect on the Company’s results of operations.

Use of Estimates

The financial statements of Rockwell Collins have been
prepared in accordance with accounting principles generally
accepted in the United States of America, which require
management to make estimates and assumptions that affect 
the amounts reported in the financial statements. Actual
results could differ from those estimates. Estimates are
used in accounting for, among other items, long-term
contracts, allowances for doubtful accounts, inventory
obsolescence, product warranty costs, customer incentives,
employee benefits, income taxes and contingencies.
Estimates and assumptions are reviewed periodically and
the effects, if any, are reflected in the Statement of
Operations in the period that they are determined. 

3. Recently Issued Accounting Standards

In June 2001, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards No. 141,
Business Combinations (SFAS 141) and Statement of
Financial Accounting Standards No. 142, Goodwill and Other
Intangible Assets (SFAS 142). SFAS 141 addresses financial
accounting and reporting for business combinations and
requires that the purchase method of accounting be used 
for all business combinations initiated after June 30, 2001.
In addition, SFAS 141 further clarifies the criteria to recog-
nize intangible assets separately from goodwill. SFAS 142
provides that goodwill and certain indefinite lived intangible
assets will no longer be amortized but will be reviewed at
least annually for impairment and written down and charged
to income when their recorded value exceeds their estimated
fair value. Separable intangible assets that do not have an
indefinite life will continue to be amortized over their useful
lives. The Company expects to adopt both SFAS 141 and
SFAS 142 effective October 1, 2001. While the effect of
adopting these standards is still being evaluated, the
Company estimates that 2001 adjusted net income would
have been approximately $154 million, assuming the non-
amortization provisions of these standards had been
adopted at the beginning of 2001.

In June 2001, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards No.
143, Accounting for Asset Retirement Obligations (SFAS
143). SFAS 143 is effective beginning in fiscal year 2003 and
requires recording of the fair value of liabilities associated
with the retirement of long-lived assets in the period in
which they are incurred. Management does not expect the
adoption of SFAS 143 to have a material effect on the
Company’s results of operations or financial position.

In August 2001, the Financial Accounting Standards Board
issued Statement of Financial Accounting Standards No.
144, Accounting for the Impairment or Disposal of Long-lived
Assets (SFAS 144). SFAS 144 provides new guidance on the
recognition of impairment losses on long-lived assets to 
be held and used or to be disposed of and also broadens 
the definition of what constitutes a discontinued operation
and how the results of a discontinued operation are to be
measured and presented. SFAS 144 is effective beginning 
in fiscal year 2003 and is not expected to materially change
the methods used by the Company to measure impairment
losses on long-lived assets, but may result in more matters
being reported as discontinued operations than is permitted
under current accounting principles.

4. Acquisitions of Businesses

In December 2000, Rockwell Collins acquired Kaiser
Aerospace and Electronics Corporation (Kaiser). Kaiser is 
a leading supplier of flight deck display solutions for tactical
aircraft, optical technologies for instrumentation and
communication, and specialized aircraft products for the
defense and aerospace industry. The purchase price, net 
of cash acquired, was approximately $302 million, of which
$171 million was allocated to goodwill and $83 million was
allocated to other intangible assets, including developed
technology, trademarks and tradenames, and assembled
workforce. Goodwill is being amortized on a straight-line
basis over twenty-five years and the other intangible assets
are being amortized on a straight-line basis over periods
ranging from seven to fifteen years. Through September 30,
2001, cash payments totaled $292 million with the remaining
balance expected to be paid by the end of 2003.

In July 2000, Rockwell Collins acquired substantially all of
the assets and assumed substantially all of the liabilities 
of Sony Trans Com Inc., a producer of in-flight entertain-
ment systems for commercial aircraft. The purchase price
was approximately $117 million, of which $57 million was
allocated to goodwill and $26 million was allocated to
other intangible assets, primarily developed technology
and assembled workforce. Goodwill was amortized on a
straight-line basis over ten years and the other intangible
assets were amortized on a straight-line basis over periods
ranging from three to nine years (see Note 16).



In August 1999, Rockwell Collins acquired Intertrade
Limited, an avionics parts supplier. In March 1999, Rockwell
Collins acquired the remaining 50 percent interest that it
did not already own in Flight Dynamics, a market leader in
Head-Up Guidance Systems for aircraft operations. The
aggregate purchase price for these acquisitions was approx-
imately $56 million of which $18 million was allocated to
goodwill and $21 million was allocated to other intangible
assets, primarily developed technology and assembled
workforce. Goodwill is being amortized on a straight-line
basis over periods of ten and fifteen years, respectively,
and the other intangible assets are being amortized on a
straight-line basis over periods ranging from five to seven-
teen years.

These acquisitions were accounted for as purchases and,
accordingly, the results of operations of these businesses
are included in the Statement of Operations since their
respective dates of acquisition. The results of operations 
of Kaiser are included within the Government Systems
segment and the results of operations of Sony Trans Com,
Intertrade Limited and Flight Dynamics are included within
the Commercial Systems segment. Pro forma financial
information is not presented as the combined effect of
these acquisitions was not material to the Company’s
results of operations or financial position.

5. Receivables

Receivables are summarized as follows:
SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Billed $ 551 $ 445

Unbilled 139 102

Less progress payments (42) (43)

Total 648 504

Less allowance for doubtful accounts (20) (9)

Receivables $ 628 $ 495

Unbilled receivables principally represent sales recorded
under the percentage-of-completion method of accounting
and are billed to customers in accordance with applicable
contract terms.

6. Inventories

Inventories are summarized as follows:
SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Finished goods $ 176 $ 160

Work in process 281 218

Raw materials, parts, and supplies 331 317

Total 788 695

Less progress payments (50) (55)

Inventories $ 738 $ 640

7. Property

Property is summarized as follows:
SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Land $ 27 $ 3

Buildings and improvements 208 183

Machinery and equipment 517 497

Information systems software 
and hardware 250 255

Construction in progress 51 49

Total 1,053 987

Less accumulated depreciation (605) (594)

Property $ 448 $ 393

In September 2001, the Company recorded property
impairment charges of $22 million related to its in-flight
entertainment product line (see Note 16).
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8. Intangible Assets

Intangible assets are summarized as follows:
SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Goodwill $ 204 $ 77

Developed technology and patents 65 62

Assembled workforce 20 12

Trademarks and tradenames 19 -

Software license agreements - 34

Other 9 13

Total 317 198

Less accumulated amortization (32) (50)

Intangible assets $ 285 $ 148

In September 2001, the Company recorded goodwill and other
intangible asset impairment charges of $74 million and $53
million, respectively, related to its in-flight entertainment
product line and certain software license agreements (see
Note 16). The increase in goodwill and other intangible
assets in 2001 is the result of the acquisition of Kaiser in
December 2000.

9. Other Assets

Other assets are summarized as follows:
SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Long-term deferred income taxes (Note 18) $ 8 $ 59

Investments in equity affiliates 53 38

Prepaid pension cost (Note 12) 141 99

Other 54 52

Other assets $ 256 $ 248

10. Debt

On May 30, 2001, the Company entered into $1 billion of
senior unsecured revolving credit facilities, consisting of a
$500 million five-year facility and a $500 million 364-day
facility, with various banks. These credit facilities are being
used to support the Company’s commercial paper program.

These credit facilities contain, among other things,
covenants, representations and warranties and events of
default customary for facilities of this type, including a
maximum leverage ratio based on consolidated debt to
total capitalization. Borrowings under the credit facilities
bear interest at the London Interbank Offered Rate (LIBOR)
plus a variable margin based on the Company’s unsecured
long-term debt ratings or, at the Company’s option, rates
determined by competitive bid. In addition, short-term
credit facilities available to foreign subsidiaries amounted
to $44 million as of September 30, 2001. There were no
significant commitment fees or compensating balance
requirements under these facilities. At September 30, 2001,
there were no borrowings outstanding under any of the
Company’s credit facilities.

Under the Company’s commercial paper program, the Com-
pany may sell up to $1 billion face amount of unsecured
short-term promissory notes in the commercial paper market.
The commercial paper notes may bear interest or may 
be sold at a discount and will have a maturity of not more
than 364 days from the time of issuance. In connection
with the Distribution, the Company issued $302 million of
commercial paper on June 29, 2001, of which $300 million was
used to fund the pre-Distribution payment to Rockwell. At
September 30, 2001, commercial paper borrowings outstand-
ing were $202 million with a weighted average interest rate
and maturity period of 3.5 percent and 44 days, respectively.

Interest paid in the fourth quarter of 2001 was $2 million. 

11. Other Current Liabilities

Other current liabilities are summarized as follows:
SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Customer incentives $ 101 $ 110

Contract loss reserves 86 64

Advance payments from customers 52 33

Other 56 54

Other current liabilities $ 295 $ 261
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12. Retirement Benefits

Most employees participate in Company-sponsored pension plans and retiree medical and insurance plans (Other Retirement
Benefits), which provide monthly pension and other benefits to eligible employees upon retirement. These plans are substan-
tially similar to plans sponsored by Rockwell prior to the Distribution. Pension benefits for salaried employees generally are
based on years of credited service and average earnings. Pension benefits for hourly employees generally are based on
specified benefit amounts and years of service. Pension obligations are funded in conformity with the funding requirements 
of applicable laws and governmental regulations.

The components of net periodic benefit cost are as follows:

In connection with the Distribution, the Company assumed Rockwell’s domestic qualified pension plan (Rockwell Retirement
Plan) which consisted of pension plan obligations and a proportionate share of pension plan assets attributable to all domestic
active and former eligible employees of Avionics and Communications and certain active and former eligible employees of
Rockwell (Non-Collins Participants) as of the Distribution date. Pension plan obligations attributable to remaining Rockwell
and Rockwell Scientific Company LLC domestic active and former employees and a proportionate share of pension plan assets
were transferred from the Rockwell Retirement Plan to two new pension plans established by Rockwell and the Rockwell
Scientific Company LLC. The Company also assumed the obligation for all Other Retirement Benefits for active and former
eligible employees of Avionics and Communications and Non-Collins Participants.

The accumulated benefit obligation associated with Non-Collins Participants that was assumed by the Company in connection
with the Distribution was $628 million for pension benefits and $99 million for Other Retirement Benefits. 

PENSION BENEFITS OTHER RETIREMENT BENEFITS

(IN MILLIONS) 2001 2000 1999 2001 2000 1999

Service cost $ 32 $ 29 $ 29 $ 4 $ 4 $ 4
Interest cost 113 96 85 16 14 14
Expected return on plan assets (154) (121) (105) (2) (1) (1)
Amortization:

Prior service cost 4 4 4 (13) (9) (11)
Net transition asset - (3) (4) - - -
Net actuarial loss - - 2 2 1 -

Net periodic benefit (income) expense $ (5) $ 5 $ 11 $ 7 $ 9 $ 6
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The following table reconciles the benefit obligations, plan assets, funded status, and net asset (liability) information of
the Company’s pension plans and the Other Retirement Benefits after giving effect to the transactions that occurred in
connection with the Distribution:

OTHER
PENSION BENEFITS RETIREMENT BENEFITS

(IN MILLIONS) 2001 2000 2001 2000

Benefit obligation at beginning of year $ 1,499 $ 1,490 $ 272 $ 273
Service cost 32 29 4 4
Interest cost 113 96 16 14
Discount rate change 105 (100) 19 (14)
Actuarial losses 42 33 53 43
Plan amendments - - - (26)
Acquisitions 112 2 13 1
Curtailments (26) - - -
Benefits paid (79) (62) (41) (31)
Other (including currency translation) 11 11 4 8
Benefit obligation at end of year 1,809 1,499 340 272

Plan assets at beginning of year 1,704 1,580 18 16
Actual return on plan assets (51) 182 (1) 2
Company contributions 7 6 39 30
Acquisitions 142 - - -
Benefits paid (79) (62) (41) (31)
Other (including currency translation) - (2) 1 1
Plan assets at end of year 1,723 1,704 16 18

Funded status of plans (86) 205 (324) (254)
Unamortized amounts:

Prior service cost 5 10 (138) (158)
Net transition asset - (1) - -
Net actuarial loss (gain) 168 (167) 162 90

Net asset (liability) on statement of financial position $ 87 $ 47 $ (300) $ (322)

Net asset (liability) consists of:
Prepaid benefit cost $   141 $ 99 $   - $ -
Accrued benefit liability (76) (71) (300) (322)
Deferred tax asset 6 5 - -
Intangible asset 5 5 - -
Accumulated other comprehensive loss 11 9 - -
Net asset (liability) on statement of financial position $ 87 $ 47 $  (300) $ (322)

Assets and liabilities are measured using a measurement date of June 30. Significant assumptions used in determining these
benefit obligations are summarized as follows:

OTHER
PENSION BENEFITS RETIREMENT BENEFITS

(IN WEIGHTED AVERAGES) 2001 2000 2001 2000

Discount rate 7.50% 8.00% 7.50% 8.00%
Compensation increase rate 4.50% 4.50% - -
Expected return on plan assets 9.75% 9.50% 9.75% 9.50%
Pre-65 health care cost trend rate* - - 8.00% 7.00%
Post-65 health care cost trend rate* - - 9.60% 9.00%

* Decreasing gradually to 5.5% after 2016.
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Underfunded Pension Benefits

The projected benefit obligation, accumulated benefit
obligation and the fair value of plan assets for nonqualified
and certain international pension plans with an accumulated
benefit obligation in excess of the fair value of plan assets
(underfunded plans) were $104 million, $93 million, and 
$17 million, respectively, as of September 30, 2001, and
$102 million, $88 million, and $17 million, respectively, as
of September 30, 2000.

Other Post Retirement Benefits

Assumed health care cost trend rates have a significant
effect on amounts reported for the other postretirement
benefits plans. A one-percentage point change in assumed
health care cost trend rates would have the following effect:

ONE-PERCENTAGE ONE-PERCENTAGE
POINT INCREASE POINT DECREASE

(IN MILLIONS) 2001 2000 2001 2000

Increase (decrease) to total 
of service and interest cost 
components $ 2 $ 2 $ (2) $ (2)

Increase (decrease) to 
postretirement benefit 
obligation 22 12 (17) (11)

Defined Contribution Savings Plans

The majority of employees participate in Company-sponsored
defined contribution savings plans, which are substantially
similar to those sponsored by Rockwell prior to the
Distribution.The plans allow employees to contribute a
portion of their compensation on a pre-tax and/or after-tax
basis in accordance with specified guidelines. The Company
matches a percentage of employee contributions up to
certain limits. The Company’s expense related to these
savings plans was $29 million, $23 million and $20 million 
for 2001, 2000 and 1999, respectively.

13. Shareowners’ Equity

Common Stock

The Company is authorized to issue one billion shares of
common stock, par value $0.01 per share, and 25 million
shares of preferred stock, without par value, of which 2.5 mil-
lion shares are designated as Series A Junior Participating

Preferred Stock for issuance in connection with the exercise
of preferred share purchase rights. At September 30, 2001,
29.3 million shares of common stock were reserved for issuance
under various employee incentive plans. In connection with
the Distribution, 183.6 million shares of common stock were
issued and remain outstanding at September 30, 2001.

Preferred Share Purchase Rights

Each outstanding share of common stock provides the
holder with one Preferred Share Purchase Right (Right). 
The Rights will become exercisable only if a person or group
acquires, or offers to acquire, without prior approval of the
Board of Directors, 15% or more of the common stock,
although the Board of Directors is authorized to reduce the
15% threshold for triggering the Rights to not less than 10%.
Upon exercise, each Right entitles the holder to 1/100th of a
share of Series A Junior Participating Preferred Stock of
the Company (Junior Preferred Stock) at a price of $125,
subject to adjustment. 

Upon acquisition of the Company, each Right (other than
Rights held by the acquirer) will generally be exercisable 
for $250 worth of either common stock of the Company or
common stock of the acquirer for $125. In certain circum-
stances, each Right may be exchanged by the Company 
for one share of common stock or 1/100th of a share of Junior
Preferred Stock. The Rights will expire on June 30, 2011,
unless earlier exchanged or redeemed at $0.01 per Right.
The rights have the effect of substantially increasing the
cost of acquiring the Company in a transaction not approved
by the Board of Directors.

Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss consisted of 
the following:

SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Foreign currency translation 
adjustments $ (17) $ (20)

Minimum pension liability adjustment, net
of taxes (11) (9)

Accumulated other comprehensive loss $ (28) $ (29)
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14. Stock Options

Options to purchase common stock of the Company have
been granted under various incentive plans to directors,
officers and other key employees. All of the Company’s
stock-based incentive plans require options to be granted at
prices equal to or above the fair market value of such stock
on the dates the options are granted. The plans provide that
the option price for certain options granted under the plans
may be paid in cash, shares of common stock or a combina-
tion thereof. Stock options generally expire ten years from
the date they are granted and vest over three years (time-
vesting options) or vesting occurs upon achieving pre-deter-
mined performance criteria or over time as described below
(performance-vesting options).

In periods prior to the Distribution, certain employees of the
Company were granted options to purchase common stock
under Rockwell’s various stock-based compensation plans.
At the time of the Distribution, Rockwell options held by
employees of the Company, as well as certain other current
and former employees of Rockwell, were converted either in
whole or in part to options to acquire common stock of the
Company. The Company’s 2001 Stock Option Plan, approved
by the Board of Directors in connection with the Distribution,
authorized the Company to issue up to 15 million options 
to purchase shares of the Company’s common stock result-
ing from the conversion of Rockwell options. No stock
options may be granted under the 2001 Stock Option Plan
after the Distribution.

Rockwell options to purchase shares of common stock were
converted into options to purchase shares of the Company
using a formula designed to preserve the intrinsic value 
of the options. The Rockwell Collins stock options issued,
as converted, have the same vesting provisions, option 
periods, and other terms and conditions as the Rockwell
options and awards they replaced. Pursuant to this conver-
sion, approximately 12.9 million options to purchase shares
of common stock of the Company were issued under the
2001 Stock Option Plan. Approximately 2.0 million of these
options are performance-vesting options that vest at the
earlier of (a) the date the market price of the Company’s
common stock reaches a specified level for a pre-deter-
mined period of time or certain other financial performance
criteria are met, or (b) a period of six to nine years from 
the date they are granted. As of September 30, 2001, approx-
imately 0.6 million of these performance-vesting options
have vested.

Under the Company’s 2001 Long-Term Incentives Plan and
Directors Stock Plan, up to 14.3 million shares of common
stock may be issued by the Company as non-qualified
options, incentive stock options, performance units, stock
appreciation rights, and restricted stock. Shares available
for future grant or payment under these plans were 11.3 mil-
lion at September 30, 2001. Neither plan presently permits
options to be granted after June 29, 2011.



The following summarizes the activity of the Company’s stock options for 2001:

WTD. AVG.
(SHARES IN THOUSANDS) SHARES EXERCISE PRICE

Number of shares under option:
Outstanding at beginning of year - $ -
Converted in connection with the Distribution:
Time-vesting 10,929 21.89
Performance-vesting 2,010 23.09

Granted (time-vesting) 2,990 22.35
Exercised (52) 14.29
Canceled or expired (90) 25.76

Outstanding at end of year 15,787 22.14

Exercisable at end of year 9,157 20.63

The following table summarizes the status of the Company’s stock options outstanding at September 30, 2001:

OPTIONS OUTSTANDING OPTIONS EXERCISABLE

(SHARES IN THOUSANDS; REMAINING LIFE IN YEARS) WEIGHTED AVERAGE WTD. AVG.
REMAINING EXERCISE EXERCISE

RANGE OF EXERCISE PRICES SHARES LIFE PRICE SHARES PRICE

$10.43 to $16.97 4,137 4.5 $ 15.43 3,652 $ 15.23
$17.97 to $22.08 4,042 7.4 19.73 2,811 20.22
$22.35 to $27.41 3,977 8.9 23.04 947 25.03
$27.87 to $37.78 3,631 7.2 31.46 1,747 30.19

15,787 9,157

2001
GRANTS

Average risk-free interest rate 5.32%
Expected dividend yield 1.77%
Expected volatility 0.35
Expected life 5 years

The Company accounts for stock-based compensation in accordance with Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees. Accordingly, no compensation expense has been recognized for stock options
granted to employees. If the Company accounted for its stock-based compensation plans using the fair value method
provided by SFAS No. 123, Accounting for Stock-Based Compensation, the Company’s net income in 2001 would have been
reduced by approximately $22 million, or 12 cents per pro forma share. The pro forma effect of stock options on net income for
2001 may not be indicative of the pro forma effect on net income had the Company been a separate stand-alone entity during
the entire period presented or what the pro forma effect may be in future years.

The fair value of converted Rockwell options was calculated using the Black-Scholes pricing model and fair values as
assigned by Rockwell, adjusted for the previously described conversion. The weighted average fair value of these options, 
as converted, was $8.73 per option. The fair value of options granted by the Company after the Distribution was $7.27 per
option and was estimated using the Black-Scholes pricing model and the following assumptions:
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15. Research and Development

The Company performs research and development for its
products and under contracts with customers. Research
and development under contracts with customers is gener-
ally performed by the Government Systems business. Total
Company-initiated research and development expenditures
in 2001, 2000 and 1999 were $295 million, $265 million and
$232 million, respectively, and are recorded in Cost of
Sales. Company-initiated expenditures include advanced
research and development performed by the Rockwell
Scientific Company LLC on behalf of the Company in the
amount of $9 million in each of 2001, 2000 and 1999. Total
customer-funded research and development expenditures
were $217 million, $203 million and $188 million in 2001,
2000 and 1999, respectively.

Customer-sponsored research and development is gener-
ally performed under long-term fixed price contracts 
with the U.S. Government. These contracts generally
require the production of initial prototype units or limited
production quantities to the government’s specifications.
The Company accounts for such contracts under the
percentage-of-completion method of accounting using 
the cost-to-cost method.

16. Restructuring and Asset Impairment Charges

Restructuring

In September 2001, the Company announced a comprehensive
restructuring plan to reduce its workforce and streamline
certain operations. These actions were undertaken in
response to the sharp and sudden decline in anticipated
sales volumes in the commercial air transport market result-
ing from the September 11, 2001 terrorist acts. As a result 
of this plan, the Company recorded charges of $34 million
of which $27 million is included in Cost of Sales and 
$7 million is included in Selling, General, and Administrative
Expenses in the Statement of Operations.

The components of the restructuring charges are as follows:

(IN MILLIONS)

Employee separation costs $ 28
Facility exit costs 4
Asset write-downs 2

Total restructuring charges $ 34

The restructuring plan includes involuntary separations 
of approximately 2,800 employees. These employee sepa-
rations are broad based and affect all business groups,
with the largest number of reductions in the Commercial
Systems business and organizations that support commer-
cial product lines. Approximately 90 percent of these
employee separations are expected to be completed by the
end of the second quarter of 2002 with the remainder to be
completed by the end of 2002. Employee separation costs
include severance, fringe benefits during the severance
period, and outplacement costs.

The restructuring plan also includes the consolidation of 
the in-flight entertainment product line into one facility in
Pomona, California; the closure of certain service centers,
sales and other offices in California, Illinois, Australia, and
Southeast Asia; and the consolidation of certain manufac-
turing operations. Facility exit costs are comprised primarily
of lease payment or cancellation costs pursuant to contractual
obligations. The asset writedowns are comprised primarily
of abandoned leasehold improvements at leased facilities.
No employees were terminated and no employee separation
costs or facility exit costs were paid in 2001.

Asset Impairment Charges

In connection with the Company’s assessment of the busi-
ness impact of the unexpected decline in the commercial air
transport market, a review was performed of the carrying
values of long-lived assets, including related goodwill, to 
be held and used that are associated with the Commercial
Systems business. These reviews were performed pursuant
to the provisions of Statement of Financial Accounting
Standards No. 121, Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to be Disposed Of.

As a result of these reviews, the Company recorded
charges of $149 million which are presented as a separate
line item in the Statement of Operations. The components
of these asset impairment charges are as follows:

(IN MILLIONS)

Goodwill $ 74
Developed technology and patents 30
Property 22
Software license agreements 13
Assembled workforce 9
Non-compete agreements 1

Total asset impairment charges $ 149



These reviews focused on the long-lived assets recorded in
connection with the Sony Trans Com and Hughes-Avicom
acquisitions, which now comprise the in-flight entertain-
ment product line. Expenditures on in-flight entertainment
equipment by commercial airlines are discretionary in
nature and given the financial instability of the commercial
airlines, demand is expected to fall significantly to levels
below those required to sustain the asset base of this
product line for the foreseeable future. 

In addition to the asset impairment charges related to
the in-flight entertainment product line, the Company
recorded $13 million of asset impairment charges related
to software license agreements used in certain other
product lines serving the commercial air transport market.
Sales of these products are expected to be adversely
affected by the downturn in the commercial air transport
market with technological obsolescence outpacing any
expected recovery in demand. 

These charges were determined by measuring the amount
by which the carrying amount of these assets exceeded
their fair values. Fair values were primarily determined
using outside valuation experts utilizing accepted valuation
techniques, including discounted cash flow analysis.

17. Other Income

Other income in 2001, 2000, and 1999 consisted principally of
interest income, patent license royalty income and in 1999, a
gain of $32 million on the sale of the Company’s railroad
electronics business.

18. Income Taxes

Prior to the Distribution, substantially all of the Company’s
operations were included in the consolidated or combined
income tax returns of Rockwell. In connection with the
Distribution, Rockwell is required to indemnify Rockwell
Collins for all income tax liabilities and retains rights to all
tax refunds related to substantially all operations included
in consolidated or combined tax returns for periods through
the date of the Distribution. Accordingly, the Statement of
Financial Position does not include current or prior period
income tax receivables or payables related to the Company’s
operations which were included in consolidated or com-
bined tax filings of Rockwell prior to the Distribution. The
income tax provisions have been determined as if the
Company were a separate taxpayer prior to the Distribution.
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The components of the income tax provision are as follows:

(IN MILLIONS) 2001 2000 1999

Current:

United States $ 97 $ 94 $ 113

Non-United States 5 4 7

State and local 9 8 10

Total current 111 106 130

Deferred:

United States (24) 22 15

Non-United States - - -

State and local (2) 2 1

Total deferred (26) 24 16

Income tax provision $ 85 $ 130 $ 146

Net current deferred income tax benefits consist of the tax
effects of temporary differences related to the following:

SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Compensation and benefits $ 30 $ 35

Product warranty costs 50 39

Inventory 49 34

Contract loss reserves 23 9

Other - net 37 16

Current deferred income taxes $ 189 $ 133

Net long-term deferred income tax benefits included in Other
Assets in the Statement of Financial Position consist of the
tax effects of temporary differences related to the following:

SEPTEMBER 30,

(IN MILLIONS) 2001 2000

Retirement benefits $ 70 $ 113

Property (34) (16)

Other - net (28) (38)

Long-term deferred income taxes $ 8 $ 59

Management believes it is more likely than not that current
and long-term deferred tax assets will be realized through
the reduction of future taxable income. Significant factors

considered by management in its determination of the
probability of the realization of the deferred tax assets
include: (a) the historical operating results of Rockwell
Collins ($957 million of United States taxable income over
the past three years), (b) expectations of future earnings,
and (c) the extended period of time over which the retire-
ment medical liability will be paid.

The effective income tax rate differed from the United
States statutory tax rate for the reasons set forth below:

2001 2000 1999

Statutory tax rate 35.0% 35.0% 35.0%

State and local income taxes 2.0 1.6 1.6

Extraterritorial income exclusion / 
foreign sales corporation benefit (6.2) (3.9) (3.1)

Non-deductible goodwill 
amortization 1.9 - -

Non-deductible goodwill 
impairment charge 5.8 - -

Research and development credit (0.9) - -

Other 0.3 (0.2) -

Effective income tax rate 37.9% 32.5% 33.5%

The income tax provisions were calculated based upon the
following components of income before income taxes:

(IN MILLIONS) 2001 2000 1999

United States income $  209 $ 388 $ 418

Non-United States income 15 11 19

Total $  224 $ 399 $ 437

No provision has been made for United States, state, 
or additional foreign income taxes related to approxi-
mately $35 million of undistributed earnings of foreign
subsidiaries which have been or are intended to be
permanently reinvested.

Income taxes paid in 2001, 2000 and 1999 were not significant.



19. Financial Instruments

The Company’s financial instruments include cash equiva-
lents, foreign currency forward exchange contracts and
short-term commercial paper borrowings. The fair values 
of cash equivalents and short-term commercial paper
borrowings were approximately equal to their carrying values 
at September 30, 2001.

Foreign currency forward exchange contracts provide for
the purchase or sale of foreign currencies at specified
future dates at specified exchange rates. At September
30, 2001 and 2000, the Company had outstanding foreign
currency forward exchange contracts with notional amounts
of $156 million and $140 million, respectively. These notional
values consist primarily of contracts for the euro and
pound sterling, and are stated in U.S. dollar equivalents at
spot exchange rates at the respective dates. At September 30,
2001 and 2000, the net liability related to foreign currency
forward exchange contracts was $0 million and $1 million,
respectively, and was equal to their fair value based upon
quoted market prices for contracts with similar maturities.
As of September 30, 2001 and 2000, the foreign currency
forward exchange contracts are recorded in Other Current
Assets in the amounts of $4 million in each period, and
Other Current Liabilities in the amounts of $4 million and
$5 million, respectively. Management does not anticipate
any material adverse effect on its financial position or
results of operations relating to these foreign currency
forward exchange contracts.

20. Lease Commitments

Minimum future rental commitments under operating leases
having noncancelable lease terms in excess of one year
aggregated $35 million at September 30, 2001 and are payable
as follows: 2002, $10 million; 2003, $7 million; 2004, $5 million;
2005, $3 million; 2006, $3 million; and after 2006, $7 million. 

Rent expense for 2001, 2000, and 1999 was $22 million, 
$18 million, and $17 million, respectively.

21. Contingent Liabilities

Pursuant to the terms of the distribution agreement entered
into among Rockwell, the Company and Rockwell Scientific
Company LLC, the Company assumed all responsibility for
current and future litigation, including environmental pro-
ceedings, against Rockwell or its subsidiaries with respect
to the operations of the Company’s business.

Litigation

On January 15, 1997, a civil action was filed against the
Company in the United States District Court for the District
of Arizona in Tucson, Universal Avionics Systems Corp. v.
Rockwell International Corp. and Rockwell Collins, Inc., in
which Universal, a manufacturer and marketer of aviation
electronics, including Flight Management Systems (FMS),
asserted four claims against the Company arising out of its
participation in the FMS business: (1) attempted monopo-
lization under Section 2 of the Sherman Act; (2) anticom-
petitive conduct (exclusive dealing and tying) under Section
1 of the Sherman Act and Section 3 of the Clayton Act; 
(3) tortious interference with business relationships and
prospective economic business advantage under the com-
mon law of Arizona; and (4) unfair competition under the
common law of Arizona. Universal seeks damages of approx-
imately $35 million before trebling for the alleged antitrust
violations; actual damages of an unspecified amount for the
alleged common law violations; punitive damages; attorneys’
fees and injunctive relief. The Company and Rockwell have
denied the allegations and have asserted counterclaims
against Universal for defamation and unfair competition. On
July 17, 2001, the district court granted defendants’ motion
for partial summary judgment for failure to allege a relevant
market entitling plaintiff to relief, certified that ruling for
appeal, dismissed as moot other motions for summary judg-
ment filed by defendants challenging plaintiff’s attempted
monopolization, exclusive dealing and tying claims, and
stayed further proceedings, including rulings on motions for
summary judgment filed by defendants as to plaintiff’s other
claims, pending appeal. On July 19, 2001, plaintiff filed a
notice of appeal with the Ninth Circuit Court of Appeals.

On April 3, 2000, a civil action was filed against the Company
in the Court of Common Pleas of Pennsylvania for Allegheny
County, Westinghouse Air Brake Technologies Corp. v.
Rockwell Collins, Inc., asserting various claims arising out
of the plaintiff’s purchase of the Company’s former Railroad
Electronics Business pursuant to a Sale Agreement on
October 5, 1998. Specifically, the plaintiff alleges that it 
is entitled under provisions of the Sale Agreement to a
post-closing adjustment of approximately $7 million in the
purchase price, and that it is entitled to unspecified damages
for alleged misrepresentations, breaches of warranty, mis-
take of fact, and failure by the Company to turn over certain
assets and to provide certain post-closing support. On
December 13, 2000, the trial court ordered that the claim for a
post-closing adjustment in the purchase price be submitted
to mandatory arbitration pursuant to provisions of the Sale 
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Agreement, but declined to stay court proceedings on the
other issues during pendency of the arbitration proceeding.
The parties are in the early stages of discovery in the lawsuit
and are in the process of initiating arbitration of the post-
closing purchase price adjustment claim.

On December 14, 1995, a civil action was filed in the United
States District Court for the Western District of Texas, El
Paso Division, United States ex. rel Staines v. Rockwell
International Corp., under the qui tam provisions of the
False Claims Act seeking unspecified damages for alleged
violations of the Act on two contracts with agencies of the
U.S. Government under which an electronics fabricating
plant in El Paso now owned by The Boeing Company per-
formed work on subcontract for Boeing, and two contracts
where the plant performed work on subcontract for the
Company’s Dallas, Texas facility. Specifically with respect to
the work performed at the El Paso plant for the Company, the
plaintiff alleges that certain components were improperly
tested and that certain components removed from circuit
boards for testing were thereafter reinstalled when they
should not have been. The Boeing Company has agreed to
defend and indemnify the Company and Rockwell for claims
relating to work performed on Boeing contracts, and for any
wrongdoing that may have occurred at the El Paso plant
relating to work performed there for the Company, but not

for wrongdoing, if any, that may have occurred at or under
the direction of the Company’s Dallas facility. In October
1998 the United States declined to intervene in the action
on its own behalf and the plaintiff has since proceeded to
prosecute the action himself with private counsel. Rockwell
and Boeing have denied wrongdoing and are vigorously
defending the action. Discovery is not yet complete. On May
11, 1999 Boeing and Rockwell filed a motion to dismiss the
case on the pleadings, which motion is still pending. On
July 27, 2001, the court entered an order requiring expedited
discovery. The Company anticipates the trial will commence
in the first quarter of calendar year 2002.

In addition, various other lawsuits, claims and proceed-
ings have been or may be instituted or asserted against 
the Company relating to the conduct of its business, includ-
ing those pertaining to product liability, intellectual 
property, environmental, safety and health, contract and
employment matters.

Although the outcome of litigation cannot be predicted
with certainty and some lawsuits, claims, or proceedings
may be disposed of unfavorably to the Company, manage-
ment believes the disposition of matters which are pending
or asserted will not have a material adverse effect on the
Company’s business or financial condition.



Environmental

Federal, state and local requirements relating to the
discharge of substances into the environment, the 
disposal of hazardous wastes, and other activities affect-
ing the environment have had and will continue to have 
an impact on the Company’s manufacturing operations.
Thus far, compliance with environmental requirements 
and resolution of environmental claims have been accom-
plished without material effect on the Company’s 
liquidity and capital resources, competitive position or
financial condition.

Based on its assessment, management believes that 
the Company’s expenditures for environmental capital
investment and remediation necessary to comply with
present regulations governing environmental protection
and other expenditures for the resolution of environmental
claims will not have a material adverse effect on the
Company’s business or financial condition. Management
cannot assess the possible effect of compliance with
future requirements.

Other Matters

Various claims (whether based upon United States
government or Company audits and investigations or
otherwise) have been or may be instituted or asserted
against the Company related to its United States govern-
ment contract work, including claims based on business
practices and cost classifications. Although such claims are
usually resolved by detailed fact-finding and negotiation, on
those occasions when they are not resolved, civil or criminal
legal or administrative proceedings may ensue. Depending
on the circumstances and the outcome, such proceedings
could result in fines, the cancellation of or suspension of
payments under one or more United States government
contracts, suspension or debarment proceedings affecting
the Company’s potential further business with the United
States government, or alteration of the Company’s proce-
dures relating to the performance or obtaining of United
States government contracts. Management of the Company
believes there are no claims, audits or investigations cur-
rently pending which will have a material adverse effect on
the Company’s business or financial condition.

22. Business Segment Information

Rockwell Collins is a supplier of aviation electronics and
airborne and mobile communication systems, service and
support solutions for commercial and military applications.
The Company has two operating segments consisting of the
Commercial Systems and Government Systems businesses.

Products sold by the Commercial Systems business include
flight deck systems, consisting of liquid crystal multi-func-
tion displays, communications systems, such as data links
and satellite communications, navigation systems, such as
flight management systems and global positioning systems
(GPS), surveillance systems such as weather radar and
traffic collision avoidance systems (TCAS), automatic
flight control systems, as well as in-flight entertainment
and information management systems. Customers include
aircraft manufacturers and airlines throughout the world.

The Government Systems business supplies defense
electronics products and systems including advanced
communication and navigation solutions for air, ground
and sea, narrow and wide-band communications systems
for interoperability and situational awareness, data link
terminals and military GPS-based navigation. Major
customers are the United States Department of Defense
and foreign militaries around the world.
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Sales made to the United States Government by all segments (primarily the Government Systems segment) were 
28 percent, 27 percent, and 28 percent of sales for the years ending 2001, 2000, and 1999, respectively. Sales made to The
Boeing Company by all segments (primarily the Commercial Systems segment) were 8 percent, 9 percent, and 11 percent 
of sales for the years ending 2001, 2000, and 1999, respectively.

The following table reflects the sales and operating results for each of the Company’s operating segments:

Intersegment sales are not material and have been eliminated. Among other considerations, Rockwell Collins evaluates
performance and allocates resources based upon segment operating earnings before income taxes; unallocated general
corporate expenses; incremental acquisition-related expenses resulting from purchase accounting adjustments such as
goodwill and other intangible asset amortization, depreciation, inventory and purchased research and development
charges; interest expense; gains and losses from the disposition of businesses; earnings and losses from enterprise-level
equity affiliates; special charges related to comprehensive restructuring actions; and other special items as identified by
management from time to time. The accounting policies used in preparing the segment information are consistent with
those described in Note 2.

Restructuring and asset impairment charges related to the operating segments are as follows: Commercial Systems, 
$177 million; Government Systems, $6 million.

(IN MILLIONS) 2001 2000 1999

Sales:
Commercial Systems $ 1,696 $ 1,586 $ 1,546
Government Systems 1,124 924 892

Total $ 2,820 $ 2,510 $ 2,438

Segment Operating Earnings:
Commercial Systems $ 292 $ 296 $ 285
Government Systems 187 144 139

Total 479 440 424

Goodwill and purchase accounting amortization (39) (15) (10)
Gain on disposition of a business (Note 17) - - 32
Interest expense (3) - -
Earnings (losses) from equity affiliates 1 (3) 11
Restructuring and asset impairment charges (Note 16) (183) - -
General corporate-net (31) (23) (20)

Income before income taxes $   224 $ 399 $ 437
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The following tables summarize the identifiable assets at September 30, and the provision for depreciation and amortization
and the amount of capital expenditures for property for the years ended September 30 for each of the operating segments
and Corporate:

(IN MILLIONS) 2001 2000 1999

Identifiable assets:
Commercial Systems $ 1,295 $ 1,271 $ 1,084
Government Systems 963 447 547
Corporate 370 382 402

Total $ 2,628 $ 2,100 $  2,033

Depreciation and amortization:
Commercial Systems $ 64 $ 64 $ 53
Government Systems 31 22 24

Total 95 86 77

Purchase accounting depreciation and amortization 36 13 9

Total $ 131 $ 99 $ 86

Capital expenditures for property:
Commercial Systems $ 70 $ 72 $ 86
Government Systems 40 26 41

Total $ 110 $ 98 $ 127

The majority of the Company’s businesses are centrally located and share many common resources, infrastructures and
assets in the normal course of business. Certain assets, principally property, plant and equipment, have been allocated
between the operating segments primarily based upon occupancy or usage. Identifiable assets at Corporate consist
principally of cash, net deferred income tax assets, prepaid pension cost and investments in equity affiliates.

The following table summarizes sales by product category for the years ended September 30:

(IN MILLIONS) 2001 2000 1999

Commercial avionics products $ 1,274 $ 1,231 $ 1,213
In-flight entertainment products 422 355 333
Defense electronics products 1,124 924 892

Total $ 2,820 $ 2,510 $ 2,438

The following table reflects sales for the years ended September 30 and property at September 30 by geographic region:

SALES PROPERTY

(IN MILLIONS) 2001 2000 1999 2001 2000 1999

United States $ 1,872 $ 1,495 $ 1,586 $  408 $ 355 $ 346
Europe 484 552 503 26 23 4
Asia-Pacific 188 234 168 10 11 11
Canada 205 156 117 - - -
Africa / Middle East 47 47 42 - - -
Latin America 24 26 22 4 4 4

Total $ 2,820 $ 2,510 $ 2,438 $ 448 $ 393 $ 365

Sales are attributed to the geographic regions based on the country of destination.
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(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) 2001 2000 1999

Net income - reported $    139 $ 269 $ 291
Pro forma adjustments:

Retirement benefits, net of taxes 3 1 (1)
Interest expense, net of taxes (9) (13) (11)

Net income - pro forma $  133 $ 257 $ 279

Pro forma earnings per share:
Basic $    0.73 $ 1.37 $ 1.46
Diluted $    0.72 $ 1.35 $ 1.43

Pro forma weighted average common shares:
Basic 182.9 187.8 190.5
Diluted 185.5 190.6 195.6

Dilutive common share equivalents resulted in an increase in the weighted average common shares outstanding of 2.6 million
in 2001, 2.8 million in 2000, and 5.1 million in 1999.

23. Pro Forma Financial Information (Unaudited)

The following pro forma financial information is presented as
though the Distribution occurred at the beginning of each year
presented. Pro forma adjustments include interest expense 
on $300 million of commercial paper borrowings used to fund
the pre-Distribution payment to Rockwell and income and
costs related to employee benefit obligations, including
pension and other retirement benefits, related to active 
and former Rockwell employees not associated with the
Avionics and Communications business that were
assumed by the Company in connection with the Distribution.
Interest expense, including debt issuance costs, was accrued
at 6.0 percent for the first nine months of 2001 prior to the
Distribution and 6.8 percent and 5.7 percent for the years
ended September 30, 2000 and 1999, respectively. Lower pro
forma retirement benefit expense is attributable to the
assumption of pension plan assets in excess of benefit obliga-
tions. The unaudited pro forma financial data is not necessari-
ly indicative of the financial results of the Company had the
Distribution occurred at the beginning of each year presented.

In connection with the Distribution, outstanding options to
purchase Rockwell common stock held by Rockwell Collins
employees generally were converted into options to purchase
shares of Rockwell Collins common stock based on a formula
designed to preserve the intrinsic value of the options. In
addition, outstanding options to purchase Rockwell common
stock held by certain other option holders who were not

Rockwell Collins employees were replaced with options to
purchase shares of Rockwell common stock and, in some
cases, Rockwell Collins common stock, based on a formula
also designed to preserve the intrinsic value of the options.
Pursuant to these adjustments, the Company issued options
for approximately 12.9 million shares of Rockwell Collins
common stock in connection with the Distribution.

For the years ended September 30, 2000 and 1999, the number 
of pro forma weighted average shares outstanding used in
the pro forma basic and diluted earnings per share calcula-
tions below were based upon the weighted average number of
Rockwell shares outstanding for the applicable period and the
distribution ratio of one share of the Company’s common stock
for each share of Rockwell’s common stock. The number of pro
forma weighted average common share equivalents used in the
pro forma diluted earnings per share calculations below were
based upon the number of Rockwell common share equiva-
lents outstanding for the applicable year, adjusted for the
Distribution as described in the preceding paragraph. For the
year ended September 30, 2001, the pro forma weighted aver-
age shares outstanding and common share equivalents were
determined based upon the weighted average of (1) Rockwell’s
shares outstanding and common share equivalents for the first
through third quarters as previously described, and (2) the
actual Rockwell Collins share activity for the fourth quarter.

Pro forma basic and diluted earnings per share is calculated
as follows:



24. Quarterly Financial Information (Unaudited)

2001 QUARTERS

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) First Second Third Fourth 2001

Sales $ 587 $ 690 $ 727 $ 816 $ 2,820
Cost of sales 429 515 535 629 2,108
Net income (loss) 58 61 68 (48) 139

Pro forma information (except fourth quarter):
Net income (loss) 56 58 67 (48) 133
Basic earnings (loss) per share 0.31 0.32 0.37 (0.26) 0.73
Diluted earnings (loss) per share 0.30 0.31 0.36 (0.26) 0.72

Net loss for the fourth quarter of 2001 includes; (a) a $34 million ($22 million after taxes, or 12 cents per share) restructuring
charge and (b) a $149 million ($108 million after taxes, or 59 cents per share) charge for asset impairments (see Note 16).
Stock options in the fourth quarter are anti-dilutive due to the net loss, resulting in identical basic and diluted earnings per
share amounts.

2000 QUARTERS

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) First Second Third Fourth 2000

Sales $ 563 $ 618 $ 627 $ 702 $ 2,510
Cost of sales 409 456 451 529 1,845
Net income 67 59 69 74 269

Pro forma information:
Net income 63 57 66 71 257
Basic earnings per share 0.33 0.30 0.35 0.39 1.37
Diluted earnings per share 0.32 0.30 0.35 0.38 1.35

Per share information is calculated for each quarterly and annual period using average outstanding shares for that period.
Therefore, the sum of the quarterly per share amounts will not necessarily equal the annual per share amounts presented.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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The following selected financial data have been derived from our financial statements. The data should be read in
conjunction with the financial statements and notes thereto included elsewhere in this annual report. The Statement of
Operations data for the years ended September 30, 2001, 2000, 1999 and 1998 and the Statement of Financial Position data as 
of September 30, 2001, 2000 and 1999 have been derived from our audited financial statements. The Statement of Operations
data for the year ended September 30, 1997 and the Statement of Financial Position data as of September 30, 1997 and 1998
have been derived from our unaudited financial information.

YEAR ENDED SEPTEMBER 30,

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) 2001(1) 2000 1999(3) 1998(4) 1997

Statement of Operations Data:
Sales $ 2,820 $ 2,510 $ 2,438 $ 2,026 $ 1,701
Cost of sales 2,108 1,845 1,782 1,603 1,255
Selling, general and administrative expenses 351 274 278 256 237
Asset impairment charges (2) 149 - - - -
Purchased research and development (5) - - - 103 -
Income before income taxes and accounting change 224 399 437 73 220
Net income (6) 139 269 291 32 144

Statement of Financial Position Data:
Working capital (7) $ 504 $ 508 $ 451 $ 334 $ 286
Property 448 393 365 322 229
Intangible assets 285 148 126 119 57
Total assets 2,628 2,100 2,033 1,841 1,412
Short-term debt 202 - - - -
Shareowners’ equity 1,110 908 695 503 322

Other Data:
Capital expenditures $ 110 $ 98 $ 127 $ 143 $ 72
Goodwill amortization 18 6 4 4 -
Other depreciation and amortization 113 93 82 62 58
Cash dividends per share(8) 0.09 - - - -

Stock Price:(8)

High $ 24.23 - - - -
Low 11.80 - - - -

Pro Forma Financial Information: (9)

Net income $ 133 $ 257 $ 279 - -
Basic earnings per share 0.73 1.37 1.46 - -
Diluted earnings per share 0.72 1.35 1.43 - -

(1) Includes a $34 million ($22 million after taxes) restructuring charge.

(2) Asset impairment charges of $149 million ($108 million after taxes) include $136 million related to the in-flight entertainment product line and $13 million

related to certain software license agreements.

(3) Includes a $32 million ($20 million after taxes) gain on sale of a business.

(4) Includes (a) $65 million ($43 million after taxes) of realignment charges and (b) $53 million ($33 million after taxes) of charges for estimated losses on 

two government contracts.

(5) Purchased research and development of $103 million ($65 million after taxes) relates to the acquisition of the in-flight entertainment business of 

Hughes-Avicom International, Inc. in December 1997.

(6) Effective October 1, 1997, we changed our method of accounting for certain inventoriable general and administrative costs related to government contracts. 

The cumulative effect of this change in accounting principle was a $17 million reduction of net income.

(7) Working capital consists of all current assets and liabilities, including cash and short-term debt.

(8) Cash dividends per share and stock price information reflect activity since the spin-off date of June 29, 2001.

(9) Pro forma financial information is presented as if the spin-off transaction occurred on October 1, 1999. Pro forma adjustments include interest expense

on $300 million of commercial paper borrowings used to fund a pre-distribution payment to Rockwell International and income and costs related to employee

benefit plan obligations related to active and former Rockwell International employees not associated with the avionics and communications business that 

were assumed by us in connection with the spin-off. Pro forma information prior to 1999 is not presented.

SELECTED FINANCIAL DATA
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CORPORATE INFORMATION

ROCKWELL COLLINS, INC
WORLD HEADQUARTERS
400 COLLINS RD NE
CEDAR RAPIDS, IA 52498
319.295.1000
WWW.ROCKWELLCOLLINS.COM

INVESTOR RELATIONS
Securities analysts should call:
David H. Brehm
Vice President, Investor Relations
319.295.7575

CORPORATE PUBLIC RELATIONS
Members of the news media should call:
319.295.2123

ANNUAL MEETING
The company’s annual meeting of shareowners will be held
near its World Headquarters at:

Collins Plaza Hotel
1200 Collins Road NE
Cedar Rapids, Iowa
10 a.m., Wednesday, February 13, 2002

A notice of the meeting and proxy material will be mailed 
to shareowners in late December 2001.

SHAREOWNERS SERVICES
Correspondence about share ownership, dividend payments,
transfer requirements, changes of address, lost stock
certificates, and account status may be directed to: 

Mellon Investor Services LLC
PO Box 3315
South Hackensack, NJ 07606
888.253.4522 or 201.329.8660
www.melloninvestor.com

Shareowners wishing to transfer stock should send 
their written request, stock certificate(s) and other 
required documents to:

Mellon Investor Services LLC
PO Box 3315
South Hackensack, NJ 07606
888.253.4522 or 201.329.8660
www.melloninvestor.com

Shareowners needing further assistance should 
call: 319.295.4045

For copies of the annual report, Forms 10-K 
and Forms 10-Q, please call:
Rockwell Collins Shareholder Direct
800.859.1337

INVESTORS SERVICES PROGRAM
Under the Mellon Investor Services Program for 
Rockwell Collins shareowners, shareowners of record may
elect to reinvest all or a part of their dividends, to have 
cash dividends directly deposited in their bank accounts 
and to deposit share certificates with the agent for
safekeeping. These services are provided without 
charge to the participating shareowner.

In addition, the program allows participating shareowners
at their own cost to make optional cash investments in any
amount from $100 to $100,000 per year or to sell all or any
part of the shares held in their accounts.

Participation in the program is voluntary, and shareowners
of record may participate or terminate their participation at
any time. For a brochure and full details of the program,
please direct inquiries to:

Mellon Bank, N.A.
c/o Mellon Investor Services LLC
PO Box 3338
South Hackensack, NJ 07606
888.253.4522 or 201.329.8660

INDEPENDENT AUDITORS
Deloitte & Touche LLP
Two Prudential Plaza
180 North Stetson Avenue
Chicago, Illinois 60601-6779

TRANSFER AGENT AND REGISTRAR
Mellon Investor Services LLC
PO Box 3315
South Hackensack, NJ 07606
888.253.4522 or 201.329.8660

120 Broadway, 33rd Floor
New York, NY 10271
888.253.4522 or 201.329.8660

STOCK EXCHANGE
Common Stock (Symbol: COL)
New York Stock Exchange
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Atlanta, GA

Boston, MA

Cedar Rapids, IA

Chicago, IL

Cincinnati, OH

Dallas, TX

Detroit, MI

Fort Worth, TX

Honolulu, HI

Kansas City, MO

Los Angeles, CA

Miami, FL

Minneapolis, MN

Newark, NJ

New York, NY

Oklahoma City, OK

Pomona, CA

Portland, OR

Raleigh, NC

St. Louis, MO

San Jose, CA

San Francisco, CA

Seattle, WA

Washington, D.C.

Wichita, KS

Amsterdam, Netherlands

Frankfurt, Germany

London, England

Moscow, Russia

Paris, France

Toulouse, France

Beijing, China

Dubai, UAE

Hong Kong, China

Manila, Philippines

Melbourne, Australia

Narita, Japan

Osaka, Japan

Seoul, South Korea

Shanghai, China

Singapore

AMERICAS-SERVICE CENTERS

EUROPE

ASIA - PACIFIC

Rio de Janeiro, Brazil

Sao Jose dos Campos, Brazil

Our business is truly without borders. From advanced avionics 

and communication products to service and support, from manufacturers and other businesses to governments

and their militaries, the world is our market. Rockwell Collins’ global presence and reach means the sun never

sets on opportunities for the company to grow.

Our strong international presence provides a broad,
global platform for growth.
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