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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

þ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2009

Or
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the transition period from          to          

Commission file number 1-892

GOODRICH CORPORATION
(Exact name of registrant as specified in its charter)

New York
(State of incorporation)

34-0252680
(I.R.S. Employer Identification No.)

Four Coliseum Centre
2730 West Tyvola Road

Charlotte, North Carolina
(Address of principal executive offices)

28217
(Zip Code)

Registrant�s telephone number, including area code: (704) 423-7000

SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:

Title of Each Class Name of Each Exchange on Which Registered

Common Stock, $5 par value New York Stock Exchange

SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT:  None

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

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

Edgar Filing: GOODRICH CORP - Form 10-K

Table of Contents 2



Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes þ     No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files),  Yes þ     No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  þ

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

Large accelerated filer þ Accelerated filer o     
Non-accelerated filer o (Do not check if a smaller reporting company) Smaller reporting company o

Indicate by check mark whether the registrant is a shell company filer (as defined in Rule 12b-2 of the Exchange
Act).  Yes o     No þ

The aggregate market value of the voting and non-voting common equity of the registrant, consisting solely of
common stock, held by nonaffiliates of the registrant as of June 30, 2009 was $6.2 billion.

The number of shares of common stock outstanding as of January 31, 2010 was 125,165,336 (excluding
14,000,000 shares held by a wholly owned subsidiary).

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the proxy statement dated March 11, 2010 are incorporated by reference into Part III (Items 10, 11, 12, 13
and 14).
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PART I

Item 1. Business

Overview

We are one of the largest worldwide suppliers of aerospace components, systems and services to the commercial and
general aviation airplane markets. We are also a leading supplier of systems and products to the global defense and
space markets. Our business is conducted globally with manufacturing, service and sales undertaken in various
locations throughout the world. Our products and services are principally sold to customers in North America, Europe
and Asia.

We were incorporated under the laws of the State of New York on May 2, 1912 as the successor to a business founded
in 1870.

Our principal executive offices are located at Four Coliseum Centre, 2730 West Tyvola Road, Charlotte, North
Carolina 28217 (telephone 704-423-7000).

We maintain an Internet site at http://www.goodrich.com. The information contained at our Internet site is not
incorporated by reference in this report, and you should not consider it a part of this report. Our Annual Report on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments to those reports,
are available free of charge on our Internet site as soon as reasonably practicable after they are filed with, or furnished
to, the Securities and Exchange Commission. In addition, we maintain a corporate governance page on our Internet
site that includes key information about our corporate governance initiatives, including our Guidelines on
Governance, the charters for our standing board committees and our Business Code of Conduct. These materials are
available upon request.

Unless otherwise noted herein, disclosures in this Annual Report on Form 10-K relate only to our continuing
operations. Our discontinued operations include the Goodrich Aviation Technical Services, Inc. (ATS) business,
which was sold in November 2007.

Unless the context otherwise requires, the terms �we�, �our�, �us�, �Company� and �Goodrich� as used herein refer to Goodrich
Corporation and its subsidiaries.

As used in this Form 10-K, the following terms have the following meanings:

� �aftermarket� means products and services provided to our customers to replace, repair or overhaul original
equipment (OE) parts and systems;

� �commercial� means large commercial and regional airplanes;

� �large commercial� means commercial airplanes manufactured by Airbus S.A.S (Airbus) and The Boeing
Company (Boeing);

� �regional� means commercial airplanes produced by manufacturers other than Airbus and Boeing, such as
Bombardier and Embraer; and

� �general aviation� means business jets and all other non-commercial, non-military airplanes.
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Business Segment Information

Our three business segments are as follows:

� The Actuation and Landing Systems segment provides systems, components and related services pertaining to
aircraft taxi, take-off, flight control, landing and stopping, and engine components, including fuel delivery
systems and rotating assemblies.

� The Nacelles and Interior Systems segment produces products and provides maintenance, repair and overhaul
services associated with aircraft engines, including thrust reversers,
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cowlings, nozzles and their components, and aircraft interior products, including slides, seats, cargo and
lighting systems.

� The Electronic Systems segment produces a broad array of systems and components that provide flight
performance measurements, flight management information, engine controls, fuel controls, electrical power
systems, safety data and reconnaissance and surveillance systems.

For financial information about our segments, see Note 3, �Business Segment Information� to our consolidated financial
statements included in Part II, Item 8 of this report, which is incorporated herein by reference.

Key Products and Services

We provide products and services for the entire life cycle of airplane and defense programs, including a significant
amount of aftermarket support for our key products. Our key products include:

� Nacelles � the structure surrounding an aircraft engine. Components that make up a nacelle include thrust
reversers, inlet and fan cowls, nozzle assemblies, exhaust systems and other structural components. Our
aerostructures business is one of a few businesses that is a nacelle integrator, which means that we have the
capabilities to design and manufacture all components of a nacelle, dress the engine systems and coordinate the
installation of the engine and nacelle to the aircraft.

� Actuation systems � equipment that utilizes linear, rotary or fly-by-wire actuation to control movement. We
manufacture a wide-range of actuators including primary and secondary flight controls, helicopter main and tail
rotor actuation, engine and nacelle actuation, utility actuation, precision weapon actuation and land vehicle
actuation.

� Landing gear � complete landing gear systems for commercial, general aviation and defense aircraft.

� Aircraft wheels and brakes � aircraft wheels and brakes for a variety of commercial, general aviation and
defense applications.

� Engine control systems � applications for commercial engines, large and small, helicopters and all forms of
military aircraft. Our products include fuel metering controls, fuel pumping systems, electronic controls
(software and hardware), variable geometry actuation controls and engine health monitoring systems.

� Intelligence surveillance and reconnaissance systems � high performance custom engineered electronics, optics,
shortwave infrared cameras and arrays, and electro-optical products and services for sophisticated defense,
scientific and commercial applications.

� Sensor systems � aircraft and engine sensors that provide critical measurements for flight control, cockpit
information and engine control systems.

� Power systems � aircraft electrical power systems for large commercial airplanes, business jets and helicopters.
We supply these systems to defense and civil customers around the globe.

Customers

We serve a diverse group of customers worldwide in the commercial and general aviation airplane markets and in the
global defense and space markets. We market our products, systems and services directly to our customers through an
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internal marketing and sales force.
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In 2009, 2008 and 2007, direct and indirect sales to the United States (U.S.) government were approximately 22%,
17% and 17%, respectively, of consolidated sales. Indirect sales to the U.S. government include a portion of the direct
and indirect sales to Boeing.

In 2009, 2008 and 2007, direct and indirect sales to Airbus were approximately 17%, 15% and 15%, respectively, of
consolidated sales. In 2009, 2008 and 2007, direct and indirect sales to Boeing were approximately 16%, 14% and
15%, respectively, of consolidated sales.

Competition

The aerospace industry in which we operate is highly competitive. Principal competitive factors include price, product
and system performance, quality, service, design and engineering capabilities, new product innovation and timely
delivery. We compete worldwide with a number of U.S. and foreign companies that are both larger and smaller than
us in terms of resources and market share, and some of which are our customers.

The following table lists the companies that we consider to be our major competitors for each major aerospace product
or system platform for which we believe we are one of the leading suppliers. Unless otherwise noted, the primary
market channels include original equipment and aftermarket products and services.

System Primary Market Channels Major Non-Captive Competitors(1)

Actuation and Landing Systems

Wheels, Brakes and Brake
Control Systems

Commercial/Regional/ Business/Defense Honeywell International Inc.;
Messier-Bugatti (a subsidiary of
SAFRAN); Meggitt Aircraft Braking
Systems; Crane Co.; Triumph Group Inc.

Landing Gear Large Commercial/Defense Messier-Dowty (a subsidiary of SAFRAN),
Liebherr-Holding GmbH; Héroux-Devtek
Inc.; APPH Ltd; Sumitomo Precision; GE
Aviation; Loud Engineering

Flight Control Actuation Large Commercial/Defense Parker Hannifin Corporation; United
Technologies Corporation;
Liebherr-Holding GmbH; Moog Inc.;
Nabtesco Aerospace, Inc.; Woodward
Governor Company

Power Transmission Systems Commercial and Military Helicopters Kamatics (a subsidiary of Kaman
Corporation); Pankl Aerospace Systems
Inc. (a subsidiary of Pankl Racing Systems
AG); Rexnord Industries, LLC

Turbine Fuel Technologies Large Commercial/Military/
Regional/Business

Parker Hannifin Corporation; Woodward
Governor Company

Turbomachinery Products Aero and Industrial Turbine Components
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Blades Technology; Samsung; Alcoa
Howmet (a subsidiary of Alcoa Inc.); PZL,
LLC (a subsidiary of United Technologies
Corporation); Honeywell � Greer (a
subsidiary of Honeywell International,
Inc.); TECT Corporation

Nacelles and Interior Systems

Nacelles/Thrust Reversers Large Commercial/Military Nexcelle, a joint-venture of Aircelle (a
subsidiary of SAFRAN) and Middle River
Aircraft Systems (a subsidiary of General
Electric); Spirit Aerosystems, Inc.

Evacuation Systems Large Commercial/Regional Air Cruisers (a subsidiary of Zodiac S.A.)
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System Primary Market Channels Major Non-Captive Competitors(1)

Propulsion Systems Defense Danaher Corp (Pacific Scientific, McCormick
Selph, SDI); Scot, Inc. (a subsidiary of
Chemring PLC.); Nammo Talley; Ensign
Bickford

Aircraft Crew Seating Large Commercial/Regional/
Business/Military

Ipeco Holdings Ltd; Sicma Aero Seat (a
subsidiary of Zodiac S.A.); EADS Sogerma
Services (a subsidiary of EADS European
Aeronautical Defense and Space Co.); B/E
Aerospace, Inc.; C&D Aerospace Group; BAE
Systems; DeCrane

Ejection Seats Defense Martin-Baker Aircraft Co. Limited

Lighting Large Commercial/Regional/
Business/Defense

Page Aerospace Limited; LSI Luminescent
Systems Inc.; Honeywell Inc. (Grimes Inc.);
Diehl Luftfahrt Elecktronik GmbH (DLE);
Zodiac; Luminator; B/E Aerospace; Astronics;
Finmeccanica

Cargo Systems Large Commercial Telair International (a subsidiary of Teleflex
Incorporated); Ancra International LLC, AAR
Manufacturing Group, Inc.

Electronic Systems

Sensors Large Commercial/Regional/
Business/Defense

Honeywell International Inc.; Thales, S.A.;
Auxitrol (a subsidiary of Esterline Technologies
Corporation)

Fuel and Utility Systems Large Commercial/Defense Honeywell International Inc.; Parker Hannifin
Corporation; Smiths Group plc (a subsidiary of
General Electric)

De-Icing Systems Large Commercial/Regional/
Business/Defense

Aérazur S.A. (a subsidiary of Zodiac S.A.); B/E
Aerospace, Inc.

Aerospace Hoists/Winches Defense/Search & Rescue/
Commercial Helicopter

Breeze-Eastern (a division of TransTechnology
Corporation); Telair International (a subsidiary
of Teleflex Incorporated)

Intelligence, Surveillance and
Reconnaissance Systems

Defense/Space BAE Systems, plc; ITT Industries, Inc.; L-3
Communications Holdings, Inc.; Honeywell
International Inc.
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Power Systems Large Commercial/Regional/
Business/Defense

Honeywell International Inc.; Smiths Group plc
(a subsidiary of General Electric); Hamilton
Sunstrand (a subsidiary of United Technologies
Corporation)

Engine Controls Large Commercial
Aftermarket/Regional/
Business/Defense/Helicopter

United Technologies Corporation; BAE
Systems plc; Honeywell International Inc.;
Argo-Tech Corporation, Woodward Governor
Company; Hispano-Suiza (a subsidiary of
SAFRAN)

(1) Excludes aircraft manufacturers, airlines and prime defense contractors who, in some cases, have the capability to
produce these systems internally.
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Backlog

Backlog as of December 31, 2009 was approximately:

Firm Backlog
Expected

Firm Unobligated Total to be Filled
Backlog Backlog Backlog in 2010

(Dollars in millions)

Commercial $ 2,589 $ 10,237 $ 12,826 $ 1,945
Defense and Space 1,863 832 2,695 1,373

$ 4,452 $ 11,069 $ 15,521 $ 3,318

Firm commercial backlog includes orders for which we have definitive purchase contracts and the estimated sales
value to be realized under firm agreements to purchase future aircraft maintenance and overhaul services. Firm
backlog includes fixed, firm contracts that have not been shipped and for which cancellation is not anticipated.

Aircraft manufacturers, such as Airbus and Boeing, may have firm orders for commercial aircraft that are in excess of
the number of units covered under their firm contracts with us. We believe it is reasonable to expect that we will
continue to provide products and services to these aircraft in the same manner as those under firm contract. Our
unobligated commercial backlog includes the expected sales value for our product on the aircraft manufacturers� firm
orders for commercial aircraft in excess of the amount included in our firm commercial backlog.

Firm defense and space backlog represents the estimated remaining sales value of work to be performed under firm
contracts for which the funding has been approved by the U.S. Congress, as well as commitments by international
customers that are similarly funded and approved by their governments. Unobligated defense and space backlog
represents the estimated remaining sales value of work to be performed under firm contracts for which funding has not
been appropriated. Indefinite delivery, indefinite quantity contracts are not reported in backlog.

Backlog is subject to delivery delays or program cancellations which are beyond our control. Firm backlog
approximated $4.2 billion at December 31, 2008.

Raw Materials and Components

We purchase a variety of raw materials and components for use in the manufacture of our products, including
aluminum, titanium, steel, various specialty metals and carbon fiber. In some cases we rely on sole-source suppliers
for certain of these raw materials and components, and a delay in delivery of these materials and components could
create difficulties in meeting our production and delivery obligations. We continue to experience margin and cost
pressures in some of our businesses due to increased market prices and limited availability of some raw materials,
such as titanium, steel and various specialty metals. We have taken actions to address these market dynamics,
including securing long-term supply contracts for titanium, and with these actions, we believe that we currently have
adequate sources of supply for raw materials and components.

Environmental
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We are subject to various U.S. and international environmental laws and regulations which may require that we
investigate and remediate the effects of the release or disposal of materials at sites associated with past and present
operations, including sites at which we have been
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identified as a potentially responsible party under the federal Superfund laws and comparable state laws. We are
currently involved in the investigation and remediation of a number of sites under these laws. For additional
information concerning environmental matters, see �Item 3. Legal Proceedings � Environmental.�

Research and Development

We perform research and development under company-funded programs for commercial products and under contracts
with customers. Research and development under contracts with others is performed on both defense and commercial
products. Total research and development expenses from continuing operations in 2009, 2008 and 2007 were
approximately $239 million, $284 million and $280 million, respectively. These amounts are net of approximately
$101 million, $133 million and $124 million, respectively, which were funded by customers.

Intellectual Property

We own or are licensed to use various intellectual property rights, including patents, trademarks, copyrights and trade
secrets. While such intellectual property rights are important to us, we do not believe that the loss of any individual
property right or group of related rights would have a material adverse effect on our overall business or on any of our
business segments.

Seasonality

Our large commercial, regional, business and general aviation airplane aftermarket market channel is moderately
seasonal because certain of our customers maintain busy flight schedules from late November through December.
This has historically resulted in some sales in this market channel being postponed from the fourth quarter into the
first quarter of the following year.

Working Capital

Our working capital is influenced by the following factors:

� New commercial aircraft development;

� Aircraft production rate changes by OE manufacturers;

� Levels of aircraft utilization, age of aircraft in the fleets and types of aircraft utilized by airlines; and

� Levels of defense spending by governments worldwide.

Our working capital is currently at a high level primarily due to several new commercial aircraft development
programs, including the Boeing 787 and the Airbus A350 XWB, early production of the Airbus A380 and high
production rates for Airbus and Boeing aircraft.

Human Resources

As of December 31, 2009, we employed approximately 24,000 people, of which approximately 15,000 people were
employed in the U.S. and approximately 9,000 people were employed in other countries. We believe that we have
good relationships with our employees. Those hourly employees who are unionized are covered by collective
bargaining agreements with a number of labor unions and with varying contract termination dates through 2013.
Approximately 20% of our global labor force is covered by collective bargaining arrangements and approximately 4%
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of our global labor force is covered by collective bargaining arrangements that will expire within one year. There were
no material work stoppages during 2009.
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International Operations

We are engaged in business worldwide. We market our products and services through sales subsidiaries and
distributors in various countries. We also have international joint venture agreements.

Currency fluctuations, tariffs and similar import limitations, price controls and labor regulations can affect our foreign
operations, including foreign affiliates. Other potential limitations on our foreign operations include expropriation,
nationalization, restrictions on foreign investments or their transfers and additional political and economic risks. In
addition, the transfer of funds from foreign operations could be impaired by the unavailability of dollar exchange or
other restrictive regulations that foreign governments could enact.

For financial information about our U.S. and foreign sales and assets, see Note 3, �Business Segment Information� to
our consolidated financial statements.

Item 1A. Risk Factors

Our business, financial condition, results of operations and cash flows can be affected by a number of factors,
including but not limited to those set forth below and elsewhere in this Annual Report on Form 10-K, any one of
which could cause our actual results to vary materially from recent results or from our anticipated future results.

Our future success is dependent on demand for and market acceptance of new commercial and military aircraft
programs.

We are currently under contract to supply components and systems for a number of new commercial, general aviation
and military aircraft programs, including the Airbus A380 and A350 XWB, the Boeing 787 and 747-8, the Embraer
190, the Bombardier C Series, the Mitsubishi Regional Jet, the Dassault Falcon 7X and the Lockheed Martin F-35
JSF. We have made and will continue to make substantial investments and incur substantial development costs in
connection with these programs. We cannot provide assurance that each of these programs will enter full-scale
production as expected or that demand for the aircraft will be sufficient to allow us to recover our investment in these
programs. In addition, we cannot assure you that we will be able to extend our contracts relating to these programs
beyond the initial contract periods. If any of these programs are not successful, it could have a material adverse effect
on our business, financial condition or results of operations.

The market segments we serve are cyclical and sensitive to domestic and foreign economic considerations that
could adversely affect our business and financial results.

The market segments in which we sell our products are, to varying degrees, cyclical and have experienced periodic
downturns in demand. For example, certain of our commercial aviation products sold to aircraft manufacturers have
experienced downturns during slowdowns in the commercial airline industry and during periods of weak general
economic conditions, as demand for new aircraft typically declines during these periods. Aftermarket demand for
many of our products is also exposed to these business downturns and we have experienced periods of declining
demand for our products from aircraft operators in the recent past and may experience downturns in the future. In
2009, our aftermarket sales decreased 16% as compared to 2008.

Capital spending by airlines and aircraft manufacturers may be influenced by a variety of factors including current and
predicted traffic levels, load factors, aircraft fuel pricing, labor issues, competition, the retirement of older aircraft,
regulatory changes, terrorism and related safety concerns, general economic conditions, worldwide airline profits and
backlog levels. Also, since a substantial portion of commercial airplane OE deliveries are scheduled beyond 2009,
changes
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in economic conditions may cause customers to request that firm orders be rescheduled or canceled. Aftermarket sales
and service trends are affected by similar factors, including usage, pricing, regulatory changes, the retirement of older
aircraft and technological improvements that increase reliability and performance. Credit availability to airlines and
airline leasing companies could also impact the demand for new aircraft. A reduction in spending by aircraft
manufacturers, airlines, airline customers or airline leasing companies could have a significant effect on the demand
for our products, which could have an adverse effect on our business, financial condition, results of operations or cash
flows.

Current conditions in the airline industry could adversely affect our business and financial results.

Increases in fuel costs, global economic conditions, high labor costs and heightened competition from low cost
carriers have adversely affected the financial condition of some commercial airlines. Over the past ten years, several
airlines have declared bankruptcy. A portion of our sales are derived from the sale of products directly to airlines, and
we sometimes provide sales incentives to airlines and record sales incentives as other assets. If an airline declares
bankruptcy, we may be unable to collect our outstanding accounts receivable from the airline and we may be required
to record a charge related to unamortized sales incentives to the extent they cannot be recovered.

A significant decline in business with Airbus or Boeing could adversely affect our business and financial results.

For the year 2009, approximately 17% of our sales were made to Airbus and approximately 16% of our sales were
made to Boeing for all categories of products, including OE and aftermarket products for commercial and military
aircraft and space applications. Accordingly, a significant reduction in purchases by either of these customers could
have a material adverse effect on our business, financial condition, results of operations or cash flows.

Demand for our defense and space-related products is dependent upon government spending.

Approximately 30% of our sales for the year 2009 were derived from the defense and space market segment. Included
in that category are direct and indirect sales to the U.S. Government, which represented approximately 22% of our
sales for 2009. The defense and space market segment is largely dependent upon government budgets, particularly the
U.S. defense budget. We cannot assure you that an increase in defense spending will be allocated to programs that
would benefit our business. Moreover, we cannot assure you that new military aircraft programs in which we
participate will enter full-scale production as expected. A change in levels of defense spending or levels of military
flight operations could curtail or enhance our prospects in this market segment, depending upon the programs
affected.

Our business could be adversely affected if we are unable to obtain the necessary raw materials and components.

We purchase a variety of raw materials and components for use in the manufacture of our products, including
aluminum, titanium, steel, various specialty metals and carbon fiber. Our inability to obtain necessary raw materials or
an unanticipated spike in the price of such raw materials could impact our capability to manufacture our products and
the profitability of our products. In addition, the loss of a significant supplier or the inability of a supplier to meet our
performance and quality specifications or delivery schedules could affect our ability to complete our contractual
obligations to our customers on a satisfactory, timely and/or profitable basis. These events may adversely affect our
operating results, result in the termination of one or more of our customer contracts or damage our reputation and
relationships with our customers. All of these events could have a material adverse effect on our business.
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We use a number of estimates in accounting for some long-term contracts. Changes in our estimates could
materially affect our future financial results.

We account for sales and profits on some long-term contracts in accordance with the percentage-of-completion
method of accounting, using the cumulative catch-up method to account for revisions in estimates. The
percentage-of-completion method of accounting involves the use of various estimating techniques to project revenues
and costs at completion and various assumptions and projections relative to the outcome of future events, including
the quantity and timing of product deliveries, future labor performance and rates, and material and overhead costs.
These assumptions involve various levels of expected performance improvements. Under the cumulative catch-up
method, the impact of revisions in our estimates related to units shipped to date is recognized immediately.

Because of the significance of the judgments and estimates described above, it is likely that we could record
materially different amounts if we used different assumptions or if the underlying circumstances or estimates were to
change. Accordingly, changes in underlying assumptions, circumstances or estimates may materially affect our future
financial performance.

Competitive pressures may adversely affect our business and financial results.

The aerospace industry in which we operate is highly competitive. We compete worldwide with a number of U.S. and
foreign companies that are both larger and smaller than we are in terms of resources and market share, and some of
which are our customers. While we are the market and technology leader in many of our products, in certain areas
some of our competitors may have more extensive or more specialized engineering, manufacturing or marketing
capabilities and lower manufacturing cost. As a result, these competitors may be able to adapt more quickly to new or
emerging technologies and changes in customer requirements or may be able to devote greater resources to the
development, promotion and sale of their products than we can.

The significant consolidation occurring in the aerospace industry could adversely affect our business and financial
results.

The aerospace industry in which we operate has been experiencing significant consolidation among suppliers,
including us and our competitors, and the customers we serve. There have been mergers and global alliances in the
aerospace industry to achieve greater economies of scale and enhanced geographic reach. Aircraft manufacturers have
made acquisitions to expand their product portfolios to better compete in the global marketplace. In addition, aviation
suppliers have been consolidating and forming alliances to broaden their product and integrated system offerings and
achieve critical mass. This supplier consolidation is in part attributable to aircraft manufacturers and airlines more
frequently awarding long-term sole source or preferred supplier contracts to the most capable suppliers, thus reducing
the total number of suppliers from whom components and systems are purchased. Our business and financial results
may be adversely impacted as a result of consolidation by our competitors or customers.

Expenses related to employee and retiree medical and pension benefits may continue to rise.

We have periodically experienced significant increases in expenses related to our employee and retiree medical and
pension benefits. Although we have taken action seeking to contain these cost increases, including making material
changes to some of these plans, there are risks that our expenses will rise as a result of continued increases in medical
costs due to increased usage of medical benefits and medical cost inflation. Pension expense may increase if
investment returns on our pension plan assets do not meet our long-term return assumption, if there are reductions in
the discount rate used to determine the present value of our benefit obligation, or if other actuarial assumptions are not
realized.
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The aerospace industry is highly regulated.

The aerospace industry is highly regulated in the U.S. by the Federal Aviation Administration and in other countries
by similar regulatory agencies. We must be certified by these agencies and, in some cases, by individual OE
manufacturers in order to engineer and service systems and components used in specific aircraft models. If material
authorizations or approvals were revoked or suspended, our operations would be adversely affected. New or more
stringent governmental regulations may be adopted, or industry oversight heightened, in the future, and we may incur
significant expenses to comply with any new regulations or any heightened industry oversight.

We may have liabilities relating to environmental laws and regulations that could adversely affect our financial
results.

We are subject to various domestic and international environmental laws and regulations which may require that we
investigate and remediate the effects of the release or disposal of materials at sites associated with past and present
operations. We are currently involved in the investigation and remediation of a number of sites for which we have
been identified as a potentially responsible party under these laws. Based on currently available information, we do
not believe that future environmental costs in excess of those accrued with respect to such sites will have a material
adverse effect on our financial condition. We cannot be assured that additional future developments, administrative
actions or liabilities relating to environmental matters will not have a material adverse effect on our results of
operations and/or cash flows in a given period.

In connection with the divestiture of our tire, vinyl and other businesses, we received contractual rights of
indemnification from third parties for environmental and other claims arising out of the divested businesses. If these
third parties do not honor their indemnification obligations to us, it could have a material adverse effect on our
financial condition, results of operations and/or cash flows.

Any material product liability claims in excess of insurance may adversely affect us.

We are exposed to potential liability for personal injury or death with respect to products that have been designed,
manufactured, serviced or sold by us, including potential liability for asbestos and other toxic tort claims. While we
believe that we have substantial insurance coverage available to us related to such claims, our insurance may not cover
all liabilities. Additionally, insurance coverage may not be available in the future at a reasonable cost. Any material
liability not covered by insurance or for which third-party indemnification is not available could have a material
adverse effect on our financial condition, results of operations and/or cash flows.

Any material product warranty obligations may adversely affect us.

Our operations expose us to potential liability for warranty claims made by third parties with respect to aircraft
components that have been designed, manufactured, distributed or serviced by us. Any material product warranty
obligations could have a material adverse effect on our financial condition, results of operations and/or cash flows.

Our operations depend on our production facilities throughout the world. These production facilities are subject to
physical and other risks that could disrupt production.

Our production facilities could be damaged or disrupted by a natural disaster, labor strike, war, political unrest,
terrorist activity or a pandemic. Although we have obtained property damage and business interruption insurance, a
major catastrophe such as an earthquake or other natural disaster at any of our sites, or significant labor strikes, work
stoppages, political unrest, war or terrorist activities in any of the areas where we conduct operations, could result in a
prolonged
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interruption of our business. Any disruption resulting from these events could cause significant delays in shipments of
products and the loss of sales and customers. We cannot assure you that we will have insurance to adequately
compensate us for any of these events.

We have significant international operations and assets and are therefore subject to additional financial and
regulatory risks.

We have operations and assets throughout the world. In addition, we sell our products and services in foreign
countries and seek to increase our level of international business activity. Accordingly, we are subject to various risks,
including: U.S.-imposed embargoes of sales to specific countries; foreign import controls (which may be arbitrarily
imposed or enforced); price and currency controls; exchange rate fluctuations; dividend remittance restrictions;
expropriation of assets; war, civil uprisings and riots; government instability; the necessity of obtaining governmental
approval for new and continuing products and operations; legal systems of decrees, laws, taxes, regulations,
interpretations and court decisions that are not always fully developed and that may be retroactively or arbitrarily
applied; and difficulties in managing a global enterprise. We may also be subject to unanticipated income taxes, excise
duties, import taxes, export taxes or other governmental assessments. Any of these events could result in a loss of
business or other unexpected costs that could reduce sales or profits and have a material adverse effect on our
financial condition, results of operations and/or cash flows.

We are exposed to foreign currency risks that arise from normal business operations. These risks include transactions
denominated in foreign currencies and the translation of certain non-functional currency balances of our subsidiaries.
Our international operations also expose us to translation risk when the local currency financial statements are
translated to U.S. Dollars, our reporting currency. As currency exchange rates fluctuate, translation of the statements
of income of international businesses into U.S. Dollars will affect comparability of revenues and expenses between
years.

Creditors may seek to recover from us if the businesses that we spun off are unable to meet their obligations in the
future, including obligations to asbestos claimants.

In May 2002, we completed the tax-free spin-off of our Engineered Industrial Products (EIP) segment, which at the
time of the spin-off included EnPro Industries, Inc. (EnPro) and Coltec Industries Inc (Coltec). At that time, two
subsidiaries of Coltec were defendants in a significant number of personal injury claims relating to alleged
asbestos-containing products sold by those subsidiaries prior to our ownership. It is possible that asbestos-related
claims might be asserted against us on the theory that we have some responsibility for the asbestos-related liabilities
of EnPro, Coltec or its subsidiaries. A limited number of asbestos-related claims have been asserted against us as
�successor� to Coltec or one of its subsidiaries. We believe that we have substantial legal defenses against these and
other such claims. In addition, the agreement between EnPro and us that was used to effectuate the spin-off provides
us with an indemnification from EnPro covering, among other things, these liabilities. We believe that such claims
would not have a material adverse effect on our financial condition, but could have a material adverse effect on our
results of operations and cash flows in a particular period.

Certain of our contracts could subject us to losses in the event that we experience cost overruns.

At the time we bid for business on OEM platforms, in many cases, we must make certain assumptions with respect to
our estimated costs and expenditures in developing, manufacturing and selling our products. In certain cases, these
contracts involve new technologies or applications and extend for many years. As a result, it is often difficult to
predict the ultimate costs and expenditures associated with these contracts. Factors such as technological difficulties,
fluctuations in raw material prices and supplier problems can lead to cost overruns, resulting in the
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contractual price becoming less profitable or even unprofitable. Our inability to accurately predict the costs associated
with our contracts could have a material adverse effect on our results of operations and cash flows in a particular
period.

We expect to continue to make acquisitions, which could involve certain risks and uncertainties.

Over the last two years, we have completed five acquisitions as part of our growth strategy and in an effort to enhance
shareholder value. We expect to continue to make acquisitions in the future. There are risks and uncertainties related
to acquisitions, including: integration difficulties; unrealized sales expectations from the acquired business; unrealized
synergies and cost savings; unknown or underestimated liabilities; and potential loss of key management employees of
the acquired business. Any of these risks or uncertainties could result in an acquisition having a material adverse
effect on our results of operations and cash flows in a particular period.

Item 1B. Unresolved Staff Comments

Not applicable.

Item 2. Properties

We operate manufacturing plants and service and other facilities throughout the world.

Information with respect to our significant facilities that are owned or leased is set forth below:

Approximate
Number of

Segment Location Owned or Leased Square Feet

Actuation and Landing Systems Cleveland, Ohio Leased 482,000
Wolverhampton, England Owned 429,000
Troy, Ohio Owned 415,000
Oakville, Canada Owned 390,000
Vernon, France Owned 273,000
Tullahoma, Tennessee Owned 260,000
Miami, Florida Owned 200,000

Nacelles and Interior Systems Chula Vista, California Owned 1,795,000
Riverside, California Owned 1,196,000
Singapore, Singapore Owned 634,000
Foley, Alabama Owned 420,000
Mexicali, Mexico Owned 350,000
Toulouse, France Owned 330,179
Phoenix, Arizona Owned/Leased 274,000
Jamestown, North Dakota Owned/Leased 272,000
Bangalore, India Leased 260,000
Prestwick, Scotland Owned 250,000

Electronic Systems Danbury, Connecticut Owned
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