EDGAROnline

TEXTRON INC

FORM 10-Q

(Quarterly Report)

Filed 05/05/06 for the Period Ending 04/01/06

Address

Telephone
CIK
Symbol
SIC Code
Fiscal Year

40 WESTMINSTER ST

PROVIDENCE, RI 02903

4014212800

0000217346

TXT

6162 - Mortgage Bankers and Loan Correspondents
01/02

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2014, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

TEXTRON INC

FORM 10-Q

(Quarterly Report)

Filed 5/5/2006 For Period Ending 4/1/2006

Address 40 WESTMINSTER ST
PROVIDENCE, Rhode Island 02903
Telephone 401-421-2800
CIK 0000217346
Industry Conglomerates
Sector Conglomerates
Fiscal Year 12/31
powered 8y EINGA ROnline

hitpiherwew_edgar-online.com/
D Copyright 2005. All Rights Reservad
Distribution and use of this document restricted under EDGAR Onlines Terms of Use.




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 1&) (OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal quarter ended April 1, 2006
OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR (& OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission file number 1-5480

TEXTRON INC.

(Exact name of registrant as specified in its cegrt

Delaware 05-0315468
(State or other jurisdiction of (I.LR.S. Employer Identification No.)
incorporation or organization)

40 Westminster Street, Providence, RI 02903
401-421-2800
(Address and telephone number of principal exeeuifices)

Indicate by check mark whether the registrant @l filed all reports required to be filed by Seeti or 15(d) of the
Securities Exchange Act of 1934 during the preagdi® months (or for such shorter period that tiggsteant was
required to file such reports) and (2) has beefestibo such filing requirements for the past 99sd&es XNo

Indicate by check mark whether the registrantleage accelerated filer, an accelerated filer, noa-accelerated filer.
See definition of "accelerated filer and large ém@ed filer" in Rule 12b-2 of the Exchange A€hgéck one):

Large accelerated filer  XAccelerated filer Non-accelerated filer

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Excfe Act)
Yes  N@

Common stock outstanding at April 22, 2006 - 136,295 shares



PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

TEXTRON INC.
Consolidated Statements of Operations (unaudited)
(Dollars in millions, except per share amounts)

Three Months Ended

April 1, April 2,
2006 2005
Revenues
Manufacturing revenues $ 2,450 $ 2,129
Finance revenues 182 141
Total revenues 2,632 2,270
Costs, expenses and other
Cost of sales 1,955 1,667
Selling and administrative 361 340
Interest expense, net 94 68
Provision for losses on finance receivables 9 12
Special charges - 54
Total costs, expenses and other 2,419 2,141
Income from continuing operations before incomeax 213 129
Income taxes (55) (45)
Income from continuing operations 158 84
Income from discontinued operations, net of incaaxes 10 42
Net income $ 168 $ 126
Per common share:
Basic:
Income from continuing operations $ 1.21 $ 0.62
Income from discontinued operations,afehcome taxes 0.08 0.31
Net income $ 1.29 $ 0.93
Diluted:
Income from continuing operations $ 1.19 $ 0.61
Income from discontinued operations,afehcome taxes 0.07 0.30
Net income $ 1.26 $ 0.91
Average shares outstanding (in thousands):
Basic 130,093 135,127
Diluted 132,856 138,283
Dividends per share:
$2.08 Preferred stock, Series A $ 52 $ 52
$1.40 Preferred stock, Series B $ .35 $ .35
Common stock $ .3875 $ .35

See Notes to the Consolidated Financial Statements.

Item 1. FINANCIAL STATEMENTS (Continued)



TEXTRON INC.

Consolidated Balance Sheets (unaudited)
(Dollars in millions)

April 1, December 31,
2006 2005
Assets
Textron Manufacturing
Cash and cash equivalents $ 535 $ 786
Accounts receivable, less allowance for doubtfgbants of $41 and $38 1,006 891
Inventories 1,925 1,712
Other current assets 444 464
Assets of discontinued operations 1,163 1,122
Total current assets 5,073 4,975
Property, plant and equipment, less accumulated
depreciation and amortization of $2,032 an@$a 1,577 1,574
Goodwill 980 979
Other intangible assets, net 31 32
Other assets 1,517 1,498
Total Textron Manufacturing assets 9,178 9,058
Textron Finance
Cash 10 10
Finance receivables, less allowance for lossed@® $ind $96 7,105 6,667
Goodwill 169 169
Other assets 588 595
Total Textron Finance assets 7,872 7,441
Total assets $ 17,050 $ 16,499
Liabilities and Shareholders' Equity
Liabilities
Textron Manufacturing
Current portion of long-term debt and short-terrbtde $ 202 $ 275
Accounts payable 854 677
Accrued liabilities 1,599 1,749
Liabilities of discontinued operations 495 446
Total current liabilities 3,150 3,147
Accrued postretirement benefits other than pensions 517 515
Other liabilities 1,543 1,511
Long-term debt 1,663 1,659
Total Textron Manufacturing liabilities 6,873 6,832
Textron Finance
Other liabilities 548 510
Deferred income taxes 460 461
Debt 5,842 5,420
Total Textron Finance liabilities 6,850 6,391
Total liabilities 13,723 13,223
Shareholders' equity
Capital stock:
Preferred stock 10 10



Common stock 26 26
Capital surplus 1,677 1,533
Retained earnings 5,924 5,808
Accumulated other comprehensive loss (77) (78)

7,560 7,299
Less cost of treasury shares 4,233 4,023
Total shareholders' equity 3,327 3,276
Total liabilities and shareholders' equity $ 17,050 $ 16,499
Common shares outstanding (in thousands) 129,892 130,185
See Notes to the Consolidated Financial Statements.
ltem 1. FINANCIAL STATEMENTS(Continued)
TEXTRON INC.
Consolidated Statements of Cash Flows (unaudited)
For the Three Months Ended April 1, 2006 and Apyi2005
(Dollars in millions)
Consolidated
2006 2005
Revised-
See Note 1
Cash flows from operating activities:
Net income $ 168 $ 126
Income from discontinued operations (10) (42)
Income from continuing operations 158 84
Adjustments to reconcile income from continuing i@iens to net cash provided by operating actigitie
Earnings of Textron Finance, net of dsttions - -
Depreciation 62 67
Amortization 4 4
Provision for losses on finance receieabl 9 12
Special charges - 54
Collections in excess of non-cash gaimsecuritizations 3 2
Deferred income taxes (5) (1)
Changes in assets and liabilities:
Accounts receivable, net (104) (106)
Inventories (233) (91)
Other assets 15 69
Accounts payable 177 191
Accrued liabilities 41 (169)
Captive finance receivables, net (73) (52)
Other operating activities, net 23 15
Net cash provided by operating activities @fitinuing operations 77 79
Net cash used in operating activities of digtwed operations (8) (39)
Net cash provided by operating activities 69 40
Cash flows from investing activities:
Finance receivables:
Originated or purchased (2,472) (2,278)
Repaid 2,046 1,902
Proceeds on receivables sales and secutizasiles - 32
Capital expenditures (60) (58)
Proceeds on sale of property, plant and equipment 2 -
Other investing activities, net 26 6
Net cash used in investing activities of couithg operations (458) (396)
Net cash (used in) provided by investing aii&s of discontinued operations (20) 9
Net cash used in investing activities (478) (387)

Cash flows from financing activities:



(Decrease) increase in short-term debt (131) 287
Proceeds from issuance of long-term debt 556 799
Principal payments and retirements of long-termt deb (52) (737)
Proceeds from employee stock ownership plans 107 47
Purchases of Textron common stock (226) (117)
Dividends paid 97) (95)
Dividends paid to Textron Manufacturing - -
Net cash provided by (used in) financing atiés of continuing operations 157 184
Net cash used in financing activities of distboued operations 1) Q)
Net cash provided by (used in) financing atés 156 183
Effect of exchange rate changes on cash and casveéents 2 9)
Net decrease in cash and cash equivalents (251) (173)
Cash and cash equivalents at beginning of year 796 697
Cash and cash equivalents at end of quarter $ 545 524
Supplemental schedule of non-cash investing and fincing activities from continuing operations:
Capital expenditures financed through capital Isase 5 1

See Notes to the Consolidated Financial Statements.

5.
ltem 1. FINANCIAL STATEMENTS(Continued)
TEXTRON INC.
Consolidated Statements of Cash Flows (unaudited¢dntinued)
For the Three Months Ended April 1, 2006 and ApriP005, respectively
(Dollars in millions)
Textron Manufacturing* Textron Finance*
2006 2005 2006 2005
Revised- Revised-
See Note 1 See Note 1
Cash flows from operating activities:
Net income 168 $ 126 $ 31 $ 22
Income from discontinued operations (10) (42) - -
Income from continuing operations 158 84 31 22
Adjustments to reconcile income from continuing i@iens to net cash provided by operating actisitie
Earnings of Textron Finance, net of dlsttions 31 75 - -
Depreciation 55 59 7 8
Amortization 1 2 3 2
Provision for losses on finance receieabl - - 9 12
Special charges - 54 - -
Collections in excess of non-cash gaimsecuritizations - - 3 2
Deferred income taxes 4) 1 Q) 2)
Changes in assets and liabilities:
Accounts receivable, net (104) (106) - -
Inventories (214) (78) - -
Other assets 14 56 2) 6
Accounts payable 177 182 - 9
Accrued liabilities 9) (185) 50 16
Captive finance receivables, net - - - -
Other operating activities, net 23 15 - -
Net cash provided by operating activities @fitinuing operations 128 159 100 75
Net cash used in operating activities of digtwmed operations (8) (39) - -
Net cash provided by operating activities 120 120 100 75
Cash flows from investing activities:
Finance receivables:
Originated or purchased - - (2,700) (2,456)
Repaid - - 2,201 2,028
Proceeds on receivables sales and secutizasiles - - - 32
Capital expenditures (57) (55) 3) 3)
Proceeds on sale of property, plant and equipment 2 2 - -
Other investing activities, net 4) 2 14 4)
Net cash used in investing activities of couithg operations (59) (51) (488) (403)
Net cash (used in) provided by investing aii&s of discontinued operations (20) 9 - -




Net cash used in investing activities (79) (42) (488) (403)
Cash flows from financing activities:

(Decrease) increase in short-term debt (75) 1) (56) 288
Proceeds from issuance of long-term debt - 401 556 398
Principal payments and retirements of long-termt deb 2) (413) (50) (324)
Proceeds from employee stock ownership plans 107 47 - -
Purchases of Textron common stock (226) (117)
Dividends paid (97) (95) - -
Dividends paid to Textron Manufacturing - - (62) 97)
Net cash provided by (used in) financing atiés of continuing operations (293) (178) 388 265
Net cash used in financing activities of distboued operations 1) 1) - -
Net cash provided by (used in) financing atés (294) (179) 388 265
Effect of exchange rate changes on cash and casveéents 2 9) -
Net decrease in cash and cash equivalents (251) (110) - (63)
Cash and cash equivalents at beginning of year 786 570 10 127
Cash and cash equivalents at end of quarter $ 535 $ 460 $ 10 $ 64
Supplemental schedule of non-cash investing and fincing activities from continuing operations:
Capital expenditures financed through capital Isase $ 5 $ 1 $ - $

*Textron is segregated into two borrowing groupexifon Manufacturing and Textron Finance, as desamliin Note 1 to the Consolidated Financial StateisieTextron Manufacturing's
cash flows exclude the pre-tax income from Tex#iaance in excess of dividends paid to Textron Macturing. All significant transactions between rer Manufacturing and Textron
Finance have been eliminated from the Consolidat#dmn provided on page

See Notes to the Consolidated Financial Statements.

Item 1. FINANCIAL STATEMENTS (Continued)

TEXTRON INC.
Notes to the Consolidated Financial Statementsuited)

Note 1: Basis of Presentation

The consolidated financial statements should bé ieaonjunction with the financial statements udgd in Textron
Annual Report on Form 1R-for the year ended December 31, 2005. The catetield financial statements reflect
adjustments (consisting only of normal recurringuatinents) which are, in the opinion of managemeetessary f
the fair presentation of Textron's consolidatedhriicial position at April 1, 2006, and its consoleth results ¢
operations and cash flows for the interim periodspnted. The results of operations for the intgrémiod is nc
necessarily indicative of the results to be expktbe the full year.

Textron's financings are conducted through twodwimg groups: Textron Manufacturing and Textrondfice. Thi
framework is designed to enhance Textron's borrgwpower by separating the Finance segment. Te
Manufacturing consists of Textron Inc., the pareompany, consolidated with the entities that ogeratthe Bell
Cessna and Industrial business segments. Textromflsleturing's cash flows include dividends receifreth Textror
Finance but exclude its ptax income. Textron Finance consists of Textronfolly owned commercial finan
subsidiary, Textron Financial Corporation, consatiédl with its subsidiaries, which are the entiti@ough whicl
Textron operates its Finance segment. Textron Emabtains financing for its operations by borrayvfrom its owt
group of external creditors. All significant interopany transactions are eliminated from the Codat#d Financii
Statements, including retail and wholesale finagcactivities for inventory sold by Textron Manufaghg that i
financed by Textron Finance.

For the year ended December 31, 2005, and in ZD&8yon has separately disclosed the operatingstimng an
financing portions of the cash flows attributaldats discontinued operations, which in prior pddgavere reported «
a combined basis as a single amount. Prior 20@simm{periods have been revised to conform to tresgntation.

Note 2: Inventories



April 1, December 31,

(In millions) 2006 2005
Finished goods $ 596 $ 527
Work in process 1,544 1,410
Raw materials 281 267
2,421 2,204
Less progress/milestone payments 496 492
$ 1,925 $ 1,712

Item 1. FINANCIAL STATEMENTS (Continued)
Note 3: Comprehensive Income and Accumulated OtheComprehensive Loss

Comprehensive income is summarized below:

Three Months Ended

April 1, April 2,
(In millions) 2006 2005
Net income $ 168 $ 126
Other comprehensive income (loss) 1 (38)
Comprehensive income (see below) $ 169 $ 88

The components of accumulated other comprehenssss het of related taxes, are as follows:

Three Months Ended

April 1, April 2,
(In millions) 2006 2005
Beginning of period $ (78) $ (97)
Currency translation adjustment 3) (38)
Net deferred gain (loss) on hedge contracts 2 (1)
Net deferred gain on interest-only securities 2 1
Other comprehensive income (loss) 1 (38)
End of period $ (77) $ (135)

Other comprehensive loss includes a net incomeéggnefit of $1 million for the three months endedriAp, 2006
There was no net income tax impact included inrotbhenprehensive loss for the three months ended 2p2005.

Note 4: Earnings per Share

The dilutive effect of stock options, restrictedat and convertible preferred shares was approeimat 763,000 ar
3,156,000 shares for the three months ended Ap@0D6 and April 2, 2005, respectively. Income klde tc
common shareholders that was used to calculateldastic and diluted earnings per share approximatetcome fc
both periods.

Note 5: Share-based Compensation

The compensation expense that has been recoraed imcome for Textron's share-based compensakans s as
follows:



Three Months Ended

(In millions) April 1, April 2,
2006 2005

Compensation expense, net of he $ 22 $ 13

income or expense

Income tax benefit (13) (4)

Net compensation cost $ 9 $ 9

Included in the table above are net compensatistscecorded in discontinued operations of appratety $1 millior
in each of 2006 and 2005.

Item 1. FINANCIAL STATEMENTS (Continued)

Stock Options

The stock option compensation cost calculated utidefair value approach is recognized over théinggeriod o
the stock options. The weighteserage fair value of options granted per share$2asand $20 in the first quarter
2006 and 2005, respectively. The fair values ofomst granted are estimated on the date of grangusie Black-
Scholes optiorpricing model. Expected volatilities are based mplied volatilities from traded options on Text
common stock, historical volatilities and otherttas. Textron uses historical data to estimateoopgixercise behavic

adjusted to reflect anticipated increases in exgklite.

The weighted-average assumptions used in TextBlatk-Scholes option-pricing model for awards issdaring the
respective periods are as follows:

Three Months Ended

April 1, April 2,

2006 2005
Dividend yield 2% 2%
Expected volatility 25% 25%
Risk-free interest rate 4% 4%
Expected lives (In years) 6.0 6.0

The following table summarizes information relatesgtock option activity for the respective periods

Three Months Ended

April 1, April 2,
(In millions) 2006 2005
Intrinsic value of options exercised $ 17 $ 25
Cash received from option exercises $ 107 $ 47
Actual tax benefit realized for tax deductions
from option exercises $ 22 $ 8

Stock option activity under the 1999 Long-Term Imitee Plan during the three months ended AprildQ&is as
follows:



Weighted-

Average
Weighted- Remaining Aggregate
Number of Average Contractual Intrinsic
Options Exercise Life Value

(In thousands) Price (In years) (In millions)
Outstanding at beginning of year 8,146 $ 56.23
Granted 991 87.95
Exercised (2,104) 52.57
Canceled, expired or forfeited (122) 55.41

Outstanding at end of quarter 6,911 $ 61.90 6.58 $ 218

Exercisable at end of quarter 4,768 $ 5459 5.41 $ 185

Item 1. FINANCIAL STATEMENTS (Continued)

Restricted Stoc

The fair value of restricted stock is based ontthding price of Textron common stock on the ddtgrant, les
required adjustments to reflect the fair valuehef award as dividends are not paid or accrued thatitestricted sto
vests. The weighted-average grdate fair value of restricted stock granted in tttvee months ended April 1, 2(
and April 2, 2005 was approximately $82 and $71gberre, respectively.

Restricted stock activity under the Plan duringttiree months ended April 1, 2006 is as follows:

Weighted-Average

Number of Grant-Date Fair
(Shares in thousands) Shares Value
Outstanding at beginning of year, nonvested 1,156 $ 55.99
Granted 325 82.18
Vested (6) 49.91
Forfeited (42) 52.60
Outstanding at end of quarter, nonvested 1,433 $ 62.06

Note 6: Pension Benefits and Postretirement BengdiOther Than Pensions

The components of net periodic benefit cost forttliee months ended April 1, 2006 and April 2, 2665 as follows:

Postretirement Benefits

(In millions) Pension Benefits Other Than Pensions
2006 2005 2006 2005
Service cost $ 35 $ 33 $2 $ 2
Interest cost 69 67 10 9
Expected return on plan assets (96) 97) - -
Amortization of prior service cost 5 4 (1) (2)
Amortization of net loss 12 9 6 4

Net periodic benefit cost $ 25 $ 16 $ 17 $ 14



Note 7: Special Charges

Special charges for the first quarter of 2005 idell $52 million impairment charge related to pref# shares
Collins & Aikman Products Co. and $2 million in testuring costs related to Textron's compavigle restructurin
program that was completed as of the end of 20B8relwere no special charges for the first quafte006.

Textron continues to make payments against theuatating reserves previously established. Durhng first quarte
of 2006, $1 million of severance payments were nledeing $2 million of reserves for severance agmfl 1, 2006
An additional $34 million of reserves for contréetminations also remain at April 1, 2006.

10.
Item 1. FINANCIAL STATEMENTS (Continued)
Note 8: Commitments and Contingencies

Textron is subject to legal proceedings and oth&ms arising out of the conduct of Textron's bass) includin
proceedings and claims relating to private seat@nsactions; government contracts; production pastnproduc
liability; employment; and environmental, safetpdehealth matters. Some of these legal proceedindsclaims set
damages, fines, or penalties in substantial amaamtemediation of environmental contamination. aAgovernmet
contractor, Textron is subject to audits, reviewsl anvestigations to determine whether its operatiare bein
conducted in accordance with applicable regulatequirementsUnder federal government procurement regulat
certain claims brought by the U.S. Government cowddult in Textron's suspension or debarment frorS.
Government contracting for a period of time. On Haesis of information presently available, Texttmlieves th¢
these proceedings and claims will not have a natefiect on Textron's financial position or reswf operations.

During 2002, the Lycoming aircraft engine busingasgconjunction with the U.S. Federal Aviation Admstratior
("FAA"), recalled approximately 950 turbochargedp&ine engines and mandated the inspection of anatB¢
engines to replace potentially faulty crankshafemuofactured by a former thigglarty supplier. Lycoming initiated
comprehensive customer care program to replaceldfextive crankshafts, make any necessary rela&eairs, an
compensate its customers for the loss of use of teeraft during the recall. This program has hhe®mpletec
Textron has continued to monitor the performancehef crankshafts previously supplied by the formapplier tc
ensure their continued suitability for their intexdduse and to ensure that the existing reservesdagate to cover t
costs directly related to potential crankshaft eéssthat may not specifically be a part of the prawall program. |
2005, Lycoming issued a service bulletin coveriegain nonturbocharged aircraft engines, amended later irb 2€
include additional engines, to replace crankshafeufactured by the former supplier with new FAdvtifiec
crankshafts. Including the amendment, the servidetin covers approximately 1,425 crankshafts aegluires th
affected crankshafts to be replaced within theieraof the next 50 hours of operation or six months additional $
million was accrued in 2005 to increase existirggrees.

During the fourth quarter of 2005, Lycoming deveddpa plan to institute a retirement program forrapimnately
5,100 crankshafts, representing the remaining stzafks manufactured by the former supplier usirgstime forgin
technique as the crankshafts covered by prior aerulletins. A service bulletin was issued in finst quarter c
2006 implementing this plan, which requires théreatent of an affected crankshaft at the next cshak access
scheduled overhaul, whichever occurs first, but tooéxceed three calendar years from the issuahtieecservic
bulletin. There have been no accidents involvimgsé crankshafts, and they have not been the subjaaecall. Al
additional reserve of $10 million was recordedha fourth quarter of 2005 to cover the expected abthis planne
retirement program. As of April 1, 2006, reservesdver costs directly related to crankshafts mrediby the forme
supplier totaled $21 million.

In connection with the recall, the former suppliéed a lawsuit against Lycoming claiming that tfeemer supplie
had been wrongly blamed for aircraft engine fasduresulting from its crankshaft forging process #rat Lycoming'
design was the cause of the engine failures. Irrugep 2005, a jury returned a verdict against Lyowrfor $8¢
million in punitive damages, $2.7 million in expdéees and $1.7 million in increased insurance cdgte jury als
found that the former supplier's claim that it maclirred $5.3 million in attorneys' fees was readde. Judgment w
entered on the verdict on March 29, 2005, awarthegormer supplier $9.7 million in alleged compatiesy damage



and attorneys' fees and $86 million in alleged fnmidamages. While the ultimate outcome of thigdtion cannot t
assured, management strongly disagrees with thikct@nd believes that it is probable that the \atndill be reverse
through the appellate process.

11,
Item 1. FINANCIAL STATEMENTS (Continued)
Note 9: Arrangements with Off-Balance Sheet Risk

Bell Helicopter and AgustaWestland North America.I{'AWNA") formed the AgustaWestlandBell LLC ("AW
LLC") in January 2004 for the joint design, devetemt, manufacture, sale, customer training andymtosupport ¢
the US101 helicopter, recently designated the AHaelicopter, and certain variations and deriesithereof, to t
offered and sold to departments or agencies df/tBe Government.

In March 2005, AWB LLC received a $1.2 billion castimbursementype subcontract from Lockheed Martin for

System Development and Demonstration phase of tlge Marine Corps Marine 1 Helicopter Squadron (YH-
Program. On March 11, 2005, Bell Helicopter guazadtto Lockheed Martin the due and prompt perfooadn,

AWB LLC of all its obligations under this subconttaprovided that Bell Helicopter's liability undére guaranty sh:

not exceed 49% of AWB LLC's aggregate liabilityLltockheed Martin under the subcontract. AgustaWedtld.V..

AWNA's parent company, has guaranteed the remairbi® to Lockheed Martin. Bell Helicopter ¢

AgustaWestland N.V. have entered into cromelemnification agreements in which each party mdiéies the othe

related to any payments required under these agmsrthat result from the indemnifying party's wsirére under ai

subcontracts received.

For 2006, AWB LLC's maximum obligation is 40% oéttotal contract value, which equates to $464 amllhased c
the current contract value of $1.2 billion, andréadter increases to 50%, or $580 million. Accogtimthe maximur
amount of Bell Helicopter's liability under the gaatee will be $227 million in 2006 and $284 mitichereafte
through completion.

In connection with the disposition of Trim, cert@iperating leases were transferred and assign€dllins & Aikmar
Corporation ("C&A"). Textron has guaranteed C&Aayments under these operating leases and an emérda
matter up to an aggregate remaining amount of appedely $24 million. Textron would be required toake
payments under the guarantees upon default by C&#e original purchase and sale agreement providt
indemnification agreement with C&A for Textron'sagantees of the leases and the environmental méttéviay
2005, C&A and substantially all of its subsidiarfdéed for Chapter 11 bankruptcy protection, anduty 2005, C&A'
European subsidiaries filed a growmpde administration order in the United Kingdom.€BR filings effectively reduc
Textron's ability to seek recourse from C&A undee tindemnity provisions of the purchase and saleeagen
should a default occur. Textron has not receivgdsagnificant default notices related to these ésasnd managem:
believes C&A will continue to make payments. Astpafr C&A's announced plan to sell its European apens
Textron has reached a tentative agreement to sstijgiarantee related to C&A's lease of certairopean facilities
To the extent possible, Textron will seek reimbareet from C&A for any amounts it is required to pay thes:
matters. Management will continue to monitor C&fysrformance and Textron's reserves related to thredeers
Textron's reserves totaled $9 million at April D08 based on management's best estimate of Texagmbsure und
these guarantees.

As disclosed under the caption "Guarantees" in N@te¢o the Consolidated Financial Statements intrdas 200
Annual Report on Form 1K; Textron has issued or is party to certain othgarantees. As of April 1, 2006, there
been no material change to these other guarantees.

12.
Item 1. FINANCIAL STATEMENTS (Continued)

Note 10: Segment Informatior



Textron reports under the following segments: B@&Essna, Industrial and Finance. Textron evaluagggner
performance based on segment profit. Segment pi@fithe Manufacturing segments excludes interagierse
certain corporate expenses, special charges, ansl gad losses from the disposition of significamsiness units. Tl
measurement for the Finance segment includes buénest income and expense and excludes speciajed
Provisions for losses on finance receivables innglthe sale or lease of Textron products are cembby the sellin
manufacturing division when Textron Finance hasuese to Textron Manufacturing.

A summary of continuing operations by segment lier threemonth periods ended April 1, 2006 and April 2, 20¢
as follows:

Three Months Ended

April 1, April 2,
(In millions) 2006 2005
REVENUES
MANUFACTURING:
Bell $ 783 $ 616
Cessna 869 713
Industrial 798 800
2,450 2,129
FINANCE 182 141
Total revenues $ 2,632 $ 2,270
SEGMENT OPERATING PROFIT
MANUFACTURING:
Bell $ 69 $ 75
Cessna 117 87
Industrial 49 55
235 217
FINANCE 49 33
Segment profit 284 250
Special charges $ - (54)
Segment operating income 284 196
Corporate expenses and other, net (49) (43)
Interest expense, net (22) (24)
Income from continuing operations before incomegax $ 213 $ 129

Note 11: Subsequent Events

In December 2005, Textron's Board of Directors autled the divestiture of the Textron Fasteningt&ys busines
With this approval, Textron committed to activelyarket the segment and expected to complete thewstdm 12
months. Beginning in the fourth quarter of 200% fRastening Systems segment was reported as antiises
operation.

In the first quarter of 2006, Textron's managememtmenced its marketing efforts including estalotighthe
proposed deal structure and identifying potentialdrss. Formal negotiations have been commencedanitimber ¢
potential purchasers and specific terms and camdithave been discussed including the impact osales price «
depreciation, currency exchange fluctuation, theuamption of liabilities, as well as the transferpzinsion relate
obligations and assets.

13.

Item 1. FINANCIAL STATEMENTS (Continued



On May 4, 2006, as a result of the offers receivech potential purchasers of substantially allleé business of the

segment, and the additional obligations that Textrow estimates will need to be settled as patti@kale, Textron

determined that the net assets of discontinuecatipas related to the Textron Fastening Systemsess may exces
the fair value less costs to sell. Consequentlyirda determined that it will incur a narash impairment charge in t
second quarter of 2006 in the range of $75 miltam&150 million.

14.

ltem2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

Business Overview

Textron Inc. is a multindustry company that leverages its global netwafrbusinesses to provide customers
innovative solutions and services in four busingsgments: Bell, Cessna, Industrial and Financetrdexs knowi
around the world for its powerful brands spannimg lbusiness jet, aerospace and defense, pladtisyiems, golf ci
and turf-care markets, among others.

We had a strong start to the year as we were alaleliver organic growth (sales from existing bess, excluding tt
effects of foreign exchange and mergers and adgunsactivity) of 18%, which is the result of ouoramitment t
bring new products and services to our customedsstnong end markets. Backlog in the aircraft besses grew
nearly $10 billion in the first quarter. Industriaisiness volume increased as a result of impromtsmie end market
Additionally, the Finance segment's average finaeceivables increased.

During the first quarter of 2006, the higher mawtiang sales volume and increased pricing more tbfise
inflation, higher pension costs and the impactrafréased costs on the Heontract at Bell. At Textron Syster
production of armored vehicles is on track to reaghproduction goal of approximately 450 unitstiear.

Consolidated Results of Operations
Revenues

Revenues increased $362 million in the first quanfe2006, compared to 2005, primarily due to highelume o
$315 million across all the manufacturing segmeesgecially in the aircraft businesses and highieing of $5-
million. Higher Finance revenues also contributdd #illion to the increase. These increases wertafp offset by
unfavorable foreign exchange of $28 million and #@95 divestiture of nonere product lines in the Indust
segment of $28 million.

Segment Profit
Segment profit increased $34 million. Major drivémsluded a $67 million contribution from higher mdacturing
sales volume, increased manufacturing pricing & ®fllion and higher profit in the Finance segmeh$16 million

partially offset by inflation of $62 million, an tavorable mix of $16 million and the impact of tHel program of $1
million.

Special Charges
Special charges for the first quarter of 2005 idelia $52 million impairment charge of preferredrsh in Collins ¢
Aikman Products Co. and $2 million in restructuricmsts related to Textron's companmige restructuring progra

that was completed as of the end of 2005. There werspecial charges for the first quarter of 2006.
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Income Taxes

A reconciliation of the federal statutory incomg tate to the effective income tax rate is provitetbw:

Q1 2006 Q1 2005
Federal statutory income tax rate 35.0% 35.0%
Increase (decrease) in taxes resulting from:
State income taxes 1.6 1.4
C&A impairment valuation allowance - 6.9
Foreign tax rate differential (3.1) (4.3)
Favorable tax settlements (5.6) -
ESOP dividends (0.7) (0.9)
Export sales benefit (1.1) (1.0)
Other, net (0.3) (2.2)
Effective income tax rate 25.8% 34.9%

The effective tax rate for the first quarter of B0@as lower primarily due to a $12 million benedfi a result of
favorable tax settlement of a prior year tax dispufhe effective tax rate for the full year is esieel to b
approximately 29% to 30%.

Discontinued Operations

Discontinued operations include the Textron Fastgidystems business in the first quarter of 20@b2805, and tr
InteSys business in the first quarter of 2005.Hae first quarter of 2006, Textron Fastening Systeme$ incom
increased $15 million, compared to 2005, primadile to the $10 million aftelax impact of suspending deprecia
and amortization of assets held for sale and ar+&x foreign exchange translation gain of $5 millibm the firs
guarter of 2005, Textron recorded an after-gain of approximately $47 million associatedwthe sale of the InteS
business.

Outlook

We expect continued revenue growth for the balafc2006 and overall segment profit for the yeaexpected t
increase over 2005 as we continue to implementransformation strategy. At Cessna, we anticipatghaer stron
year of business jet deliveries in 2006 resultmgicreases in total revenues and profits. At ttustrial segment, o
outlook on profit margins has improved with higlmargins expected in 2006 compared with 2005, wialenue
remain essentially flat. At Bell, we expect revesdier the full year to increase over 2005, whilefpirmargins ar
expected to decrease primarily due to certain rmomrig items that benefited the 2005 results a as highe
estimated costs on Lot 1 of the H-1 Low Rate IhBeoduction contract ("H- LRIP"). Finance segment revenues
profits are expected to increase with growth inrtl@naged Finance receivable portfolio and relattability in credi
quality.
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Segment Analysis

Bell

Three Months Ended
(In millions) April 1, 2006 April 2, 2005
Revenue $ 783 $ 616

Segment profit 69 75



Bell Revenues
U.S. Government Business

U.S. Government revenues increased $177 milliothénfirst quarter of 2006, compared to 2005, prilpatue tc
higher volume of $86 million from the ¥2 program, increased deliveries of armored sgcuehicles ("ASV") wortl
$53 million and $28 million in revenue for the ArchReconnaissance Helicopter ("ARH") program.

Commercial Business

Commercial revenues decreased $10 million in thet §uarter of 2006, compared to 2005, primarilg do lowe
international military sales of $73 million, paitjaoffset by higher other commercial aircraft vola of $67 million.

Bell Segment Profit
U.S. Government Business

Profit in the U.S. Government business increase@ iillion in the first quarter of 2006, compared 2605. Th:
increase was primarily due to higher profit on Ya@2 program resulting from the $6 million impacthagher volum:
and $6 million of favorable performance, and therilion impact of higher ASV volume. These increaswer
partially offset by $13 million to reflect the imgtaof estimated incremental costs for resourceg@da the Ht LRIP
contract to meet customer schedule requirementhileWhe related costs will be expended over thet Isevere
guarters, the full impact was recorded in the fiygarter as the H-LRIP contract is in a loss position. Operati
Evaluation of the Ht aircraft is scheduled to begin in early May andefense Acquisition Board meeting
scheduled at the end of May to assess overall peaifoce of the H: program. As with any government contract
U. S. Government can terminate or modify the camtfar its convenience, however management beliévaisBel
will meet the contract and customer requirements.

The ARH contract did not have a significant prefipact in the first quarter and is not expectedigmificantly affect
profit during the System Development and Demonsingthase.
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During the first quarter, the U.S. Government catgd a review of Bell Helicopter's earned value aggmer
system. This review identified deficiencies in e@rtareas. As a result, Bell Helicopter is not\a#td to claim it has
compliant earned value management system in prigaaad it also is subject to increased withholdimgprogres
payments. Textron does not expect this issue t@ lmawmaterial financial impact on Textron's finahgasition o
results of operations, and is working with the US®vernment to develop a corrective action plan Wik address a
the deficiencies identified in this review.

Commercial Business

Commercial profit decreased $16 million in the tfiguarter of 2006, compared to 2005, primarily doehe $2
million impact of lower international military saevolume and higher net research and developmgrenee of $
million, partially offset by the $23 million impaétom higher volume in other commercial aircraftianix.

Bell Helicopter Backlog

Bell Helicopter's backlog was $3.0 billion at thedeof the first quarter of 2006, compared to $alBoh as of year-
end 2005.

Cessna



Three Months Ended

(In millions) April 1, 2006 April 2, 2005
Revenue $ 869 $ 713
Segment profit 117 87

Cessna Revenues

Cessna revenue increased $156 million in the dusirter of 2006, compared to 2005, primarily duaigher Citatiol
business jet and used aircraft volume of $85 mmilaod $22 million, respectively, and favorable imgcof $35 million

Cessna Segment Profit

Segment profit increased $30 million in the firstagier of 2006, compared to 2005, primarily duéigher pricing ©
$35 million andimpact of higher volume of $26 million. These irgses were partially offset by inflation of ¢
million and capabilities investment of $8 milliomcluding higher startqp costs for new models, increa
infrastructure costs and Lean initiatives. Durihg first quarter, Cessna recorded a benefit of $8omreflecting
favorable warranty performance compared to a beoE$i8 million recorded in 2005.

Cessna Backlog

Cessna's backlog was $6.9 billion at the end ofiteequarter of 2006, compared to $6.3 billionohgear-end 2005.

Industrial

Three Months Ended
(In millions) April 1, 2006 April 2, 2005
Revenue $ 798 $ 800
Segment profit 49 55
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Industrial Revenues

The Industrial segment's revenues decreased $dmiitl the first quarter of 2006, compared to 20@%marily due t
the unfavorable foreign exchange impact of $28iamlland the divestiture of natere product lines of $28 millic
partially offset by higher volume of $48 millionduigher pricing of $6 million.

Industrial Segment Profit

Segment profit decreased $6 million in the firsaider of 2006, compared to 2005, mainly due to $mttion of
inflation, offset by the impact of higher volume%i6 million and higher pricing of $6 million.

Finance

Three Months Ended
(In millions) April 1, 2006 April 2, 2005
Revenue $ 182 $ 141
Segment profit 49 33

Finance Revenue:



The Finance segment's revenues increased $41miitlithe first quarter of 2006, compared with 200Be increas
was due to a higher interest rate environment, vaa@counted for $24 million of the increase, and &fllion relatec
to $948 million in higher average finance receieablThe increase in average finance receivablegelagd to col
portfolio growth, partially offset by a $98 milliaeduction in the liquidating portfolios.

Finance Segment Profit

Segment profit increased $16 million in the firstager of 2006, compared with 2005, primarily doeat$13 millior
increase in net interest margin, primarily attrdhle to the growth in core receivables, and a $Bomidecrease in tt
provision for loan losses as a result of sustaimegrovements in portfolio quality. Operating expesswer
unchanged, reflecting an improvement in operatingeases as a percentage of average managed ancec
receivables to 1.91% from 2.03% in the correspandtiariod of 2005. This improvement in operatingf@anance
reflects continued process improvement initiatiwelsich have enabled us to leverage our infrastreothile we grov
our Finance receivable portfolio.

Finance Portfolio Quality

The following table presents information about ¢hedit quality of the Finance segment's portfolio:

April 1, December 31,

(In millions, except for ratios) 2006 2005
Nonperforming assets as a percentage of finanetsass 1.55% 1.53%
Allowance for losses on finance receivables asregogage of finance

receivables 1.39% 1.43%
Allowance for losses on finance receivables asregn¢age of
nonaccrual  finance receivables 102.1% 108.6%
60+ days contractual delinquency as a percentafjearfce 0.67% 0.79%
receivables
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Textron Finance's nonperforming assets include cwmoal accounts that are not guaranteed by Te
Manufacturing, for which interest has been suspénded repossessed assets. Nonperforming assktsiogss are
follows:

April 1, December 31,
(In millions) 2006 2005
Resort finance $ 28 $ 31
Asset-based lending 23 6
Golf finance 13 13
Aircraft finance 11 14
Distribution finance 2 2
Other 43 45
Total nonperforming assets $ 120 $11

We believe that nonperforming assets will generbllyin the range of 1% to 4% of finance assets rui#ipg or



economic conditions. Nonperforming asset levelsaiead relatively unchanged from the end of 2005ost of th
businesses, with the exception of Assased lending. The increase in this business mapily attributable to tw
loans, which we do not believe represents a trend.

Share-Based Compensation

During the first quarter of 2005, Textron elected adopt the provisions of Statement of Financiatbdmting
Standards ("SFAS") No. 123 (Revised 2004), "Shaasel Payments” ("SFAS No. 1R3), using the modifie
prospective method. The adoption of SFAS No. R2fsulted in recognition of stock option expensecontinuing
operations of approximately $4 million and $3 ro#fii for the three months ended April 1, 2006 andilApr2005
respectively.

Textron granted approximately 991,000 and 1,201 @&@ons in the first quarter of 2006 and 2005pestively, a
weighted average grant date fair values per omfdp25 and $20. The valuation of stock options negunumerot
assumptions. Textron determines the fair valueamheoption as of the date of the grant using treciBSchole
option{pricing model. This model requires inputs for tix@ected volatility of Textron's common stock priegpecte
life of the option, and expected dividend yield,ca others. In addition, we estimate the numberpdions expecte
to eventually vest. Expected volatility estimatese dased on implied volatilities from traded opsoon Textro
common stock, historical volatilities and otherttas. Textron uses historical data to estimateoopgixercise behavic
adjusted to reflect anticipated increases in exgklite.

Liquidity and Capital Resources

Textron's financings are conducted through twodwimg groups: Textron Manufacturing and Textrondfice. Thi
framework is designed to enhance Textron's borrgwiower by separating the Finance segment. To stippaaitor:
in evaluating the separate borrowing groups, Texm@sents separate balance sheets and staterheashdlow fo
each borrowing group. Textron Manufacturing cossst Textron Inc., the parent company, consolidatetl the
entities that operate in the Bell, Cessna and Imdlisusiness segments, whose financial resuésaaeflection of tr
ability to manage and finance the development, yectdn and delivery of tangible goods and servicesxtror
Finance consists of Textron's wholly owned comnardinance subsidiary, Textron Financial Corpona;
consolidated with its subsidiaries. The financiedults of Textron Finance are a reflection of itdity to provide
financial services in a competitive marketplaceagpropriate pricing, while managing the associditgahcial risks
The fundamental differences between each borrogingp's activities result in different measuresduisg investor:
rating agencies and analysts.
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A portion of Textron Finance's business involvemficing retail purchases and leases for new andl aiseraft an
equipment manufactured by Textron Manufacturinggl, BCessna and Industrial segments. The cash fielased t
these captive financing activities are reflectedoperating activities (by Textron Manufacturing)daas investin
activities (by Textron Finance) based on each dgsooperations. These captive financing transactivage bee
eliminated and cash from customers or from seeatibns is recognized in operating activities withthe
Consolidated Statement of Cash Flows when received.

Textron Manufacturing's debt (net of cash)tpital ratio as of April 1, 2006 was 29%, compaveth 26% a
December 31, 2005. Textron Manufacturing's gro$s-ttecapital ratio as of April 1, 2006 was 36%, compangtih
37% at December 31, 2005. Textron Manufacturing éstablished a gross debt-to-capital ratio targethe mid-
thirties.

For liquidity purposes, Textron Manufacturing anexion Finance have a policy of maintaining suéfiti unuse
lines of credit to support their outstanding comecrarpaper. Textron Manufacturing has a primaryotewmg credi
facility of $1.3 billion that was set to expire 2010. In April 2006, the facility was amended tdeex the expiratic



date to 2011. Textron Finance is permitted to wrumder this facility. Textron Finance also haskhlnes of cred
of $1.5 billion, of which $500 million was set taxpre in July 2006 and $1.0 billion in 2010. In A@2006, thes
facilities were combined into a single facility ésapg in 2011, and the amount of available cred#swncreased
$1.75 billion. None of these lines of credit werawin at April 1, 2006 or at December 31, 2005. AtiAl, 2006, th
lines of credit not reserved as support for comimérpaper or letters of credit were $1.2 billionr féextror
Manufacturing and $354 million for Textron Finanoempared with $1.2 billion and $300 million, resipeely, a
December 31, 2005.

At April 1, 2006, Textron Finance had $2.2 billiondebt and $453 million in other liabilities thate due within th
next twelve months.

Operating Cash Flows of Continuing Operations Three Months Ended

(In millions) April 1, 2006 April 2, 2005
Consolidated $ 77 $ 79
Textron Manufacturing $ 128 $ 591
Textron Finance $ 100 $ 75

In the first quarter of 2006, operating cash flaf€ontinuing operations on a consolidated basiewensistent wil
the first quarter of 2005. These consolidated daslis exclude net captive financing activity (castitflows fron
finance receivable originations, net of cash inBowom repayments, sales and securitizations) ktweextrol
Manufacturing and Textron Finance. Textron Manufang's cash flows included $73 million in the fiquarter o
2006, compared to $52 million in the first quad€r2005, of cash received as a result of Textroraiée financin
sales of Textron Manufacturing products. The desgea Textron Manufacturing's cash flows was atted largely t
a decrease in dividends from Textron Finance tlzet @nly partially offset by an increase in incomof operations.

Dividends received by Textron Manufacturing fromxffen Finance have been eliminated from the codat#t
operating cash flows, and net captive financingvaiets have been reclassified from investing cégWs, as discuss:
below.

Investing Cash Flows of Continuing Three Months Ended
Operations

(In millions) April 1, 2006 April 2, 2005
Consolidated $ (458) $ (396)
Textron Manufacturing $ (59) $ (51)
Textron Finance $ (488) $ (403)
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The consolidated cash flows used for investingvdies increased largely due to finance receivaliginations, net ¢
cash collections from repayments, sales and seaaiiiins at Textron Finance.

The consolidated investing cash flows include #dassification of net captive financing activiti@soperating cas
flows of $73 million in the first quarter of 2006 $52 million in the first quarter of 2005.

Financing Cash Flows of Continuing Three Months Ended
Operations

(In millions) April 1, 2006 April 2, 2005
Consolidated $ 157 $ 184

Textron Manufacturing $ (293) §178)



Textron Finance $ 388 $ 265

The consolidated cash flows provided by financiagyéies in 2006 decreased primarily due to aadiéil purchases
Textron common stock, offset by an increase in @eds from employee stock ownership plans. In 2@0%g-term
debt issuances were primarily utilized to retiretumag long-term debt. In 2006 lortgrm debt issuances at Text
Finance were used to fund receivable growth.

Principal Payments on Lo-Term Debt

In the first quarter of 2006 and 2005, Textron Maturing made principal payments of $2 million &+L3 million
respectively. In the first quarter of 2006 and 200&xtron Finance made principal payments of $5lianiand $32.
million, respectively.

Stock Repurchases and Proceeds from Stock OptentiEgs

In the first quarter of 2006 and 2005, Textron repased 2,576,572 and 1,671,428 shares of comraok, st
respectively, under its Board authorized sharendm@mse programs for an aggregate cost of $21%miidnd $124
million, respectively. Proceeds from the exercisstock options increased $60 million to $107 raillin the first
guarter of 2006 as more options were exercised.

Dividends

On January 26, 2006, the Board of Directors autledria $0.15 per share increase in Textron's amedatommo
stock dividend to $1.55 per share and, accordiregproved a quarterly dividend of $0.3875 for haddef record ¢
the close of business on March 10, 2006. Dividesyghpents to shareholders totaled $97 million infifet quarter o
2006 and $95 million in the first quarter of 2005.

Discontinued Operations Cash Flow: Three Months Ended

(In millions) April 1, 2006 April 2, 2005
Operating activities $ (8) $ 39)
Investing activities $ (20 $ 9
Financing activities $ (1) $1)(

Cash flows from discontinued operations includetiiax Manufacturing's Fastening Systems, Omniquigl, lateSy
businesses. The change in operating cash flowiimsapity attributable to Textron Fastening Systenms.the firs
quarter of 2005, investing cash flows include theeipt of $15 million related to the sale of thenaénder of th
InteSys operations.
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Capital Resources

Under a shelf registration statement filed with 8ecurities and Exchange Commission, Textron Fimanay issu
public debt securities in one or more offeringstap total maximum offering of $4 billion. Underighregistratiol
statement, Textron Finance issued $470 millioneaitdebt and CAD 87 million of term debt during fivet quarte
of 2006. The proceeds of these issuances weretadedd receivable growth and repay sherim debt. At April 1
2006, Textron Finance had $1.2 billion availableemthis registration statement. Under a shelfstegfion stateme
filed with the Securities and Exchange Commissi@xtron Manufacturing may issue public debt semgiin one ¢
more offerings up to a total maximum offering of.&dillion. At April 1, 2006, Textron Manufacturingad $1.
billion available under this registration statement

Off-Balance Sheet Arrangement:



Textron Manufacturing enters into a forward contracTextron common stock on an annual basis. Tdrdract i
intended to hedge the cash volatility of stdased incentive compensation indexed to Textronnoomstock. Th
forward contract requires an annual cash settlerbetween the counter parties based upon a numbshare
multiplied by the difference between the strikecprand the prevailing Textron common stock pric&a8h payme
of approximately $12 million was received in Jayu2006 upon the settlement of the contract helgeatend. As o
April 1, 2006, the contract was for approximatelg fnillion shares with a strike price of $77.62 eTinarket price «
Textron's common stock was $93.39 at April 1, 2066ulting in a receivable of $25 million.

Textron Finance sells finance receivables utilizbah securitizations and wholean sales. As a result of th
transactions, finance receivables are removed fh@nbalance sheet and the proceeds received atdauseduce tr
recorded debt levels. Despite the reduction inrflterded balance sheet position, Textron Finanoergdy retains
subordinated interest in the finance receivablés thoough securitizations, which may affect op@@tresults throuc
periodic fair value adjustments. Textron Financdizes these ofbhalance sheet financing arrangements (primr
assetbacked securitizations) to further diversify funglialternatives. These arrangements are an impatamte c
funding that provided net proceeds from continuapgrations of $26 million in the first quarter dd@b. Textrol
Finance did not increase its utilization of thesargements in the first quarter of 2006.

Guarantees

Bell Helicopter and AgustaWestland North America.I§'AWNA") formed the AgustaWestlandBell LLC ("AW
LLC") in January 2004 for the joint design, devetemt, manufacture, sale, customer training andymtoslupport ¢
the US101 helicopter, recently designated the AHaelicopter, and certain variations and deriestithereof, to t
offered and sold to departments or agencies dtBe Government.

In March 2005, AWB LLC received a $1.2 billion castmbursementype subcontract from Lockheed Martin for

System Development and Demonstration phase of tl&e Marine Corps Marine 1 Helicopter Squadron (VH-
Program. On March 11, 2005, Bell Helicopter guagadtto Lockheed Martin the due and prompt perfooadn

AWB LLC of all its obligations under this subconttaprovided that Bell Helicopter's liability undére guaranty sh

not exceed 49% of AWB LLC's aggregate liabilityltockheed Martin under the subcontract. AgustaWegtls.V..

AWNA's parent company, has guaranteed the remairbi® to Lockheed Martin. Bell Helicopter ¢

AgustaWestland N.V. have entered into crmelkemnification agreements in which each party mdiies the othe

related to any payments required under these agrmsrthat result from the indemnifying party's vwsirére under ai

subcontracts received.
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For 2006, AWB LLC's maximum obligation is 40% oéttotal contract value, which equates to $464 amllhased c
the current contract value of $1.2 billion, andréfadter increases to 50%, or $580 million. Accogtimthe maximur
amount of Bell Helicopter's liability under the gaatee will be $227 million in 2006 and $284 mitichereafte
through completion.

As disclosed under the caption "Guarantees" in N@eo the Consolidated Financial Statements intrbass 200
Annual Report on Form 1K; Textron has issued or is party to certain othgarantees. As of April 1, 2006, there
been no material change to these other guarantees.

Recently Announced Accounting Pronouncements

In the first quarter of 2006, the Financial AccangtStandards Board ("FASB") issued SFAS No. 1586c®unting fo
Certain Hybrid Financial Instrumengsa amendment of FASB Statements No. 133 and 14FAS 155"). SFAS 1¢
requires evaluation of all interests in securitifedncial assets to determine whether they reptesther freestandir
derivatives or contain embedded derivatives. Thieserests were previously exempted from such evalnan
Statement No. 133. The statement permits any hyhsttument, such as an interest in securitizedniomal asse



containing an embedded derivative, to be accouiutedt fair value as opposed to bifurcating andoaating for th:
embedded derivative separately from the host ineni. The statement also amends Statement No.yldnfnating
restrictions on a qualifying special purpose efgibility to hold passive derivative financialtmgnents pertaining
beneficial interests that are, or contain, a déxeafinancial instrument. Textron will adopt SFAISS5 effectivi
January 1, 2007. At April 1, 2006, Textron has ooinpleted its evaluation of the impact of this estant on it
interests in securitized financial assets.

The FASB also issued SFAS No. 156 "Accounting fervi®ing of Financial Assets, an amendment of F.
Statement No. 140" ("SFAS 156") in the first quaxié 2006. SFAS 156 requires all separately recghiservicin
assets and liabilities to be initially measuredbaatvalue and permits entities to choose to eitdrsequently measi
servicing rights at fair value and report changefair value in earnings, or amortize servicinghtggin proportion tc
and over, the estimated net servicing income @& &gl assess the rights for impairment or the farean increase
obligation. The option to subsequently measureigary rights at fair value will allow entities whicutilize derivativ
instruments to hedge their servicing rights to aotdor such hedging relationships at fair valuel avoid th
complications of hedge accounting under Statementll83. Textron does not utilize derivative instants to hedc
its servicing rights as of April 1, 2006. Textronllvadopt SFAS 156 effective January 1, 2007 anlll Meely utilize
the amortization method to subsequently measuemacing rights. The adoption of this statememat expected
have a material impact on Textron's financial posibr results of operations as the consolidatéanoa sheets do r
contain a significant balance of servicing assetfsoail 1, 2006.

Foreign Exchange Risks

Textron's financial results are affected by charigdereign currency exchange rates and econommglitions in thi
foreign markets in which products are manufactaed/or sold. For the first quarter of 2006, the actpof foreigi
exchange rate changes from the first quarter ob2fcreased revenues by approximately $28 millioR%) an
decreased segment profit by approximately $2 mil{i®.9%).
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Forward-Looking Information

Certain statements in this Quarterly Report on FAiOAQ and other oral and written statements made byrdoexromn
time to time are forward-looking statements, inahgdthose that discuss strategies, goals, outloplotber non-
historical matters; or project revenues, incomeuras or other financial measures. These forwkroking statemen
speak only as of the date on which they are maule,wee undertake no obligation to update or revieg forward-
looking statements. These forwdodking statements are subject to risks and unaaies that may cause actl
results to differ materially from those containedtihe statements, including the following: (a) ohpes in worldwid
economic and political conditions that impact irgstrand foreign exchange rates; (b) the interruptd production ¢
Textron facilities or Textron's customers or suegdj (c) Textron's ability to perform as anticipdtand to contrc
costs under contracts with the U.S. Governmentti{d)U.S. Government's ability to unilaterally nfgdir terminat:
its contracts with Textron for the Government'svamence or for Textron's failure to perform, taanlge applicabl
procurement and accounting policies, and, undetatercircumstances, to suspend or debar Textroa asentracto
eligible to receive future contract awards; (e) ogas in national or international funding prioriseand governme
policies on the export and import of military anoihemercial products; (f) the adequacy of cost edtsdr variou
customer care programs, including servicing warrest (g) the ability to control costs and succebksfiplementatio
of various cost reduction programs; (h) the timiofycertifications of new aircraft products; (i) theccurrence ¢
slowdowns or downturns in customer markets in whietktron products are sold or supplied or where tiic®
Financial offers financing; (j) changes in aircraftelivery schedules or cancellation of orders; th¢ impact ¢
changes in tax legislation; (l) the extent to whitéxtron is able to pass raw material price increaghrough t
customers or offset such price increases by redudther costs; (m) Textron's ability to offset, abgh cos
reductions, pricing pressure brought by originabggment manufacturer customers; (n) Textron's gbib realize ful
value of receivables and investments in securi{i@sthe availability and cost of insurance; (pkieases in pensi
expenses related to lower than expected assetrp@fwe or changes in discount rates; (q) TextramaRcial's ability



to maintain portfolio credit quality; (r) Textron ikancial's access to debt financing at competitreges; (s
uncertainty in estimating contingent liabilities danestablishing reserves to address such contingenc(t
performance of acquisitions; (u) the efficacy odaarch and development investments to develop nedugis; (v
bankruptcy or other financial problems at major pliers or customers that could cause disruptionsTaxtron'
supply chain or difficulty in collecting amounts edvby such customers; and (w) Textron's abilitgxecute planne
dispositions.

25.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

There has been no significant change in Textroqpe®ure to market risk during the first quarte260¢
discussion of Textron's exposure to market riskerréo Item 7A, Quantitative and Qualitative Dis
About Market Risk contained in Textron's 2005 AnriReport on Form 10-K.

ltem 4. CONTROLS AND PROCEDURES

We have carried out an evaluation, under the sigervand with the participation of our man:
including our Chairman, President and Chief Exeeu®fficer (the "CEQO") and our Executive Vice F
and Chief Financial Officer (the "CFQO"), of the exfiveness of the design and operation of our
controls and procedures (as defined in Rule 13a)1&Gd 15dt5(e) under the Securities Exchang
1934, as amended (the "Act")) as of the end offibeal quarter covered by this report. Based
evaluation, our CEO and CFO concluded that oudaisce controls and procedures are effective iwv
reasonable assurance that (a) the informationnedjto be disclosed by us in the reports that {eeofi s
under the Act is recorded, processed, summarizedreported within the time periods specifie
Securities and Exchange Commission's rules and sfoand (b) such information is accumul:
communicated to our management, including our CB® @FO, as appropriate to allow timely ¢
regarding required disclosure.

There were no changes in Textron's internal cordvelr financial reporting during the fiscal quart
April 1, 2006 that have materially affected, or aeasonably likely to materially affect, our intatrce
over financial reporting.
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PART Il. OTHER INFORMATION

ltem1l. LEGAL PROCEEDINGS

As previously reported in Textron's Annual Repantform 10K for the fiscal year ended December 31, 2005,
identical lawsuits, purporting to be class actiondehalf of Textron benefit plans and participad beneficiaries
those plans during 2000 and 2001, were filed in22B0the United States District Court in Rhode nslaagains
Textron, the Textron Savings Plan and the Plansde. A consolidated amended complaint allegeschref certai
fiduciary duties under ERISA, based on the amofiflan assets invested in Textron stock during 2&@)2001. Tt
complaint seeks equitable relief and compensat@yatdies on behalf of various Textron benefit pland #ne
participants and beneficiaries of those plans dua@00 and 2001 to compensate for alleged los$a&igeto Textrol
stock held as an asset of those plans. TextronteoMto Dismiss the consolidated amended complaad granted ¢
June 24, 2003. On May 7, 2004, the United Statest@d Appeals for the First Circuit affirmed disssal of all claim
against the Plan's trustee and against the Pklf esd also affirmed dismissal of certain othlarms against Textro
However, the Court of Appeals ruled that plaintgfsould be permitted to attempt to develop thesabh of fiduciar
duty claims, and remanded those claims to the iDisBourt. On March 1, 2006, the District Courtemed summal
judgment for Textron. The plaintiff has subsequefited a notice of appeal to the United States i€otiAppeal fo
the First Circuit. Textron believes this lawsuitnghout merit and will defend the appeal vigorqusl

ltem 1A. RISK FACTORS

Our business, financial condition and results afrafions are subject to various risks, includingsthdiscussed belc
which may affect the value of our securities. Tis&s discussed below are those that we believelarently the mo:



significant, although additional risks not presgrkhown to us or that we currently deem less sigaift may als
impact our business, financial condition and resaoftoperations, perhaps materially.

We may be unable to effectively mitigate pricing pessures.

In some markets, particularly where we deliver congnt products and services to original equipmeartufacturer:
we face ongoing customer demands for price redustiovhich are sometimes contractually obligatedsdme case
we are able to offset these reductions throughnigolgical advances or by lowering our cost baseutin improve
operating and supply chain efficiencies. Howeviewe are unable to effectively mitigate future prge pressures, 0
financial results of operations could be adversdfigcted.

Delays in aircraft delivery schedules or cancellatin of orders may adversely affect our financial radts.

Aircraft customers, including sellers of fractionsthare interests, may respond to weak economicitcamsl by
delaying delivery of orders or canceling orders.aWfeess in the economy may also result in fewer hélown or
existing aircraft and, consequently, lower demamdspare parts and maintenance. Weak economic teomlima
also cause reduced demand for used business jetsndy accept used aircraft on traddhat would be subject
fluctuations in the fair market value of the aiftsahile in inventory. Reduced demand for new asddibusiness je
spare parts and maintenance can have an advesse@ifour financial results of operations.

27.
PART Il. OTHER INFORMATION (continued)
Developing new products and technologies entailggsiificant risks and uncertainties.

Delays or cost overruns in the development andmanee of new products, or certification of newcift product
and other products, could affect our financial lssof operations. These delays could be causednayticipate
technological hurdles, production changes to mestocner demands, coordination with joint venturetnEs o
failure on the part of our suppliers to deliver gmnents as agreed. We also could be adverselytedfdche gener.
efficacy of our research and development investaientlevelop products is less than expected.

We have customer concentration with the U.S. Govement.

During 2005, we derived approximately 18% of owrereue from sales to a variety of U.S. Governmelfities. Ou
ability to compete successfully for and retain thisiness is highly dependent on technical excslemanageme
proficiency, strategic alliances, castective performance and the ability to recruid aetain key personnel. U
Government programs are subject to uncertain futurding levels, which caresult in the extension or terminatior
programs. Our business is also highly sensitivehinges in national and international prioritied BhS. Governme
budgets.

U.S. Government contracts may be terminated at anyme and may contain other unfavorable provisions.

The U.S. Government typically can terminate or riyodny of its contracts with us either for its cemence or if w
default by failing to perform under the terms oé thpplicable contract. A termination arising oubaf default coul
expose us to liability and have an adverse effeadwr ability to compete for future contracts amdeos.

If any of our contracts are terminated by the WG8vernment, our backlog would be reduced by theebga value (
the remaining terms of such contracts, and ounfire condition and results of operations couldadeersely affecte
In addition, on those contracts for which we aranted with others and are not the prime contradter, U.S
Government could terminate a prime contract undechvwe are a subcontractor, irrespective of thalityuof oul
services as a subcontractor.

In addition to unfavorable termination provisiomsir U.S. Government contracts contain provisiorat #ilow the
U.S. Government to unilaterally suspend us froneikeeg new contracts pending resolution of allegedations o



procurement laws or regulations, reduce the vafuexisting contracts, issue modifications to a cacit and contr
and potentially prohibit the export of our prodyasrvices and associated materials.

28.
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Cost overruns on U.S. Government contracts could sject us to losses or adversely affect our futureusiness.

Contract and program accounting require judgmeative to assessing risks, estimating contractmege and cos
and making assumptions for schedule and techrssakes. Due to the size and nature of many of oofraxts, th
estimation of total revenues and cost at complasa@omplicated and subject to many variables. Aggions have 1
be made regarding the length of time to complegecttintract because costs include expected increasesges an
prices for materials. Incentives or penalties selab performance on contracts are consideredtimating sales ar
profit rates and are recorded when there is sefficinformation for us to assess anticipated perémce. Estimates
award fees are also used in estimating sales arfid iates based on actual and anticipated awards.

Because of the significance of the estimates desgrabove, it is likely that different amounts abbk recorded if w
used different assumptions or if the underlyinguwmnstances were to change. Changes in underlysgraions
circumstances or estimates may adversely affectubure financial results of operations.

Under fixedprice contracts, we receive a fixed price irrespecdf the actual costs we incur, and consequeatly
costs in excess of the fixed price are absorbedsyUnder time and materials contracts, we are fmidabor a
negotiated hourly billing rates and for certain exges. Under cost reimbursement contracts, whigtsaject to
contracteeiling amount, we are reimbursed for allowablet€@d paid a fee, which may be fixed or perform
based. However, if our costs exceed the contratihger are not allowable under the provisionstloé contract ¢
applicable regulations, we may not be able to abtaimbursement for all such costs. Under each dfpmntract, i
we are unable to control costs we incur in perfagnunder the contract, our financial condition aedults o
operations could be adversely affected. Cost oweralso may adversely affect our ability to suseadisting prograr
and obtain future contract awards.

We may make acquisitions that increase the risks aur business.

We may enter into acquisitions in the future inedfort to enhance shareholder value. Acquisition®ive a certai
amount of risks and uncertainties that could rasubiur not achieving expected benefits. Such niskkide difficultie:
in integrating newly acquired businesses and ojastin an efficient and costffective manner; challenges
achieving expected strategic objectives, cost ggvand other benefits; the risk that the acquingginesses' marke
do not evolve as anticipated and that the techmedogcquired do not prove to be those needed tsubeessful i
those markets; the risk that we pay a purchase phiat exceeds what the future results of opemstiwould hav
merited; the potential loss of key employees ofabguired businesses; and the risk of divertingathention of senic
management from our existing operations.

Our operations could be adversely affected by inteuptions of production that are beyond our control.

Our business and financial results may be affebtedertain events that we cannot anticipate or @natbeyond ol
control, such as natural disasters and nationakgemeies, that could curtail production at our lfaes and caus
delayed deliveries and cancelled orders. In additiwe purchase components and raw materials amdmatior
technology and other services from numerous sugplend even if our facilities are not directlyeaffied by suc
events, we could be affected by interruptions ahsuppliers. Such suppliers may be less likelyp tha own facilitie
to be able to quickly recover from such events, @&y be subject to additional risks such as fire@nmioblems th:
limit their ability to conduct their operations.
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PART Il. OTHER INFORMATION (continued)



Our business could be adversely affected by strikes work stoppages and other labor issues.

Approximately 18,500 of our employees are unioniagtich represented approximately 40% of our emgsye
December 31, 2005, including employees of the diticoed business of Textron Fastening Systems. Assalt, wi
may experience work stoppages, which could nedgtimgpact our ability to manufacture our products @ timely
basis, resulting in strain on our relationshipshwour customers and a loss of revenues. In additiepresence
unions may limit our flexibility in responding t@mpetitive pressures in the marketplace, whichabalve an adver
effect on our financial results of operations.

In addition to our workforce, the workforces of ngawf our customers and suppliers are representdddmy unions
Work stoppages or strikes at the plants of our &egstomers could result in delayed or cancelled rerder ou
products. Work stoppages and strikes at the pteErasr key suppliers could disrupt our manufactgnmocesses. Al
of these results could adversely affect our finah@sults of operations.

Our Textron Finance borrowing group's business is dpendent on its continuing access to the capital mieets.

Our financings are conducted through two borrowgmgups, Textron Finance and Textron Manufacturibgxtror
Finance consists of Textron Financial Corporatiod &s subsidiaries, which are the entities throwtich we opera
in the Finance segment. Textron Finance reliessoadcess to the capital markets to fund assettréwnd operatior
and meet debt obligations and other commitmentstrdie Finance raises funds through commercial papaowings
issuances of mediuterm notes and other term debt securities, andicyoh and securitization of receivab
Additional liquidity is provided to Textron Finanterough bank lines of credit. Much of the capitarkets funding
made possible by the maintenance of credit ratthgs are acceptable to investors. If the credingat of Textrol
Finance were to be lowered, it might face higherdaging costs, a disruption of its access to tha@tahmarkets ¢
both. Textron Finance could also lose access antimg for other reasons, such as a general disrupt the capite
markets. Any disruption of Textron Finance's acdesthe capital markets could adversely affecbiisiness and o
profitability.

If Textron Finance is unable to maintain portfolio credit quality, our financial performance could be adversely
affected.

A key determinant of financial performance at TertFinance will be its ability to maintain the gtabf loans, lease
and other credit products in its finance assetfplars. Portfolio quality may adversely be affectey several factor
including finance receivable underwriting procedyreollateral quality, geographic or industry cartcations, o
general economic downturns. Any inability by Textriéinance to successfully collect its finance regieie portfolic
and to resolve problem accounts may adverselytadigrccash flow, profitability, and financial cotidn.
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We are subject to legal proceedings and other claisn

We are subject to legal proceedings and other slainsing out of the conduct of our business, idiclg proceeding
and claims relating to private sector transactiogpgyernment contracts; production partners; prodiadtility;
employment; and environmental contamination. Unféeleral government procurement regulations, certéams
brought by the U.S. Government could result in loeing suspended or debarred from U.S. Governmaenttazing
for a period of time. On the basis of informatiaregently available, we do not believe that exispingceedings ar
claims will have a material effect on our finangulsition or results of operations. However, litiga is inherentl
unpredictable, and we could incur judgments orrente settlements for current or future claimsttbauld adverse
affect our financial position or our results of cgns in any particular period.

The levels of our reserves are subject to many ungainties and may not be adequate to cover writedons or
losses.

In addition to reserves at Textron Finance, weldistareserves in our manufacturing segments t@rcancollectibli



accounts receivable, excess or obsolete inventairymarket value writedowns on used aircraft antf gars, reca
campaigns, warranty costs and litigation. Theserves are subject to adjustment from time to tirepethding o
actual experience and are subject to many unceesinncluding bankruptcy or other financial premis at ke
customers.

In the case of litigation matters for which resariiave not been established because the lossdgeoted probable.
is reasonably possible such matters could be dgé@deainst us and could require us to pay damagesa&e othe
expenditures in amounts that are not presentlynastie.

The effect on our financial results of many of #héactors depends in some cases on our abilitytair insuranc
covering potential losses at reasonable rates.

Currency, raw material price and interest rate flucduations may adversely affect our results.

We are exposed to a variety of market risks, inolgdhe effects of changes in foreign currency exgfe rates, ra
material prices and interest rates. We monitor arahage these exposures as an integral part of varalb risk
management program. In some cases, we purchaseatdess or enter into contracts to insulate ouaricial results «
operations from these fluctuations. NevertheleBanges in currency exchange rates, raw materiegé$rand intere
rates can have substantial adverse effects onrandial results of operations.

The increasing costs of certain employee and retieebenefits could adversely affect our results.

Our earnings and cash flow may be impacted by mheuat of income or expense we expend or recore@rfgploye:
benefit plans. This is particularly true for ournp®sn plans, which are dependent on actual plaet asturns ar
factors used to determine the value and currens afplan benefit obligations.

In addition, medical costs are rising at a ratéefathan the general inflation rate. Continued roadcost inflation i
excess of the general inflation rate increasegitfkethat we will not be able to mitigate the riginosts of medic
benefits. Increases to the costs of pension andcaldaenefits could have an adverse effect on mantial results ¢
operations.

31.
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Unanticipated changes in Textron's tax rates or expsure to additional income tax liabilities could afiect our
profitability.

We are subject to income taxes in both the UnitedeS and various foreign jurisdictions, and oumdstic an
international tax liabilities are subject to thieation of income among these different jurisaios. Our effective te
rates could be adversely affected by changes imtixeof earnings in countries with differing staint tax rates
changes in the valuation of deferred tax assetsliahtities, or in tax laws, which could affect oprofitability. In
particular, the carrying value of deferred tax s dependent on our ability to generate futasalle income. |
addition, the amount of income taxes we pay isexilip audits in various jurisdictions, and a materssessment by
tax authority could affect our profitability.

ltem 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

ISSUER REPURCHASES OF EQUITY SECURITIES

Average Price Maximum
Total Paid per Total Number of Number of Shares
Number of Share  Shares Purchased that May Yet Be

Shares Purchas  (Excluding Purchased



Commissions Part of Publicly  Under the Plan
Announced Plan

Month 1 (January 1, 2006 -

February 4, 2006) 961,972 $77.53 961,972**  12,000,000%***
Month 2 (February 5, 2006 -

March 4, 2006) 689,600 $87.01 689,600 11,310,400
Month 3 (March 5, 2006 -

April 1, 2006) 927,271* $91.44 925,000* 10,385,400

Total 2,578,843 $85.06 2,576,572

*  On March 7, 2006, Textron received 2,271rehas payment for the exercise price of employaek Dptions
which are not included in publicly
announced repurchase plans.

** 961,972 shares were purchased in January 2006/ exhausting the October 21, 2004 plan autiog
repurchase of up to 12 million shares of common
stock.

*** On January 26, 2006, Textron's Board approaatew share repurchase plan under which Textrantisorized t
repurchase up to 12 million shares
of common stock. The new plan has no ekipmadate.

ltem5. OTHER INFORMATION

(a) Because this Quarterly Report on FormQ@& being filed within four business days from tiege of the reportak
events, we have elected to make the following d@ales in this Quarterly Report on Form QGOnstead of in
Current Report on Form B-under Item 1.01 Entry into a Material Definitivegreement and Item 2.06 Matel
Impairments.

Entry into a Material Definitive Agreement

On May 4, 2006, Textron and Mary L. Howell, John Butler and Terrence O'Donnell entered into Amendec
Restated Employment Agreements, amending the Emaoy Agreements dated July 23, 1998, July 23, 8%
March 10, 2000, respectively. The intent of thesmeAded and Restated Employment Agreements, whid
mutually agreed upon by the executives and thedofDirectors, was to eliminate the inclusion af/gerformanc
share units granted after 2005 from the calculadiothe executives' benefits under the Supplemdetirement Ple
for Textron Key Executives (the "SERP").

32.
PART Il. OTHER INFORMATION (continued)

In consideration of this elimination of performanskeare unitsgranted after 2005 from the calculation of Sl
benefits, the Amended and Restated Employment Aggats for Ms. Howell and Mr. Butler each providatthn the
event of the executive's death, disability, teriamawithout "cause” or resignation for "good rea8ahe executiv
will become fully vested in the maximum annual Hengayable under the SERP (i.e., 50% of highestsegutivi
five-year compensation reduced by benefits payable uritier plans). Except in the case of death or mitetior
following a change of control, the SERP benefitealoulated, to the extent they exceed the bersltaulated withot
regard to such accelerated vesting provision,vatlbe payable until two and one-half years follogviermination.

In the case of Mr. O'Donnell, in consideration floe elimination of performance share units grarafer 2005 fror
the calculation of SERP benefits, Textron has afteeredit Mr. O'Donnell's account under the Defdrincome Ple
for Textron Key Executives with an additional $1855 as of January 1, 2006, and as of each anniyesauch dat
ending with January 1, 2009. Such amounts will teglited only if Mr. O'Donnell remains employed dre trelevar
dates, or if his employment is terminated withoatige or he resigns for good reason, in which dasaliscounte



present value of any installment not yet creditedvir. O'Donnell's account will be accelerated amddpto Mr
O'Donnell in cash.

The Amended and Restated Employment Agreementsckgty certain language to reflect historic imgegtations ¢
the provisions so to avoid any future ambiguityp@y a previously absent definition of compensafienpurposes ¢
posttermination deemed years of service under Textrpafssion plans and add a provision to make adjugt
necessary to bring the Amended and Restated EmplalyAgreements in compliance with the new requirgsavitt
regard to deferred compensation under Section 4094e Internal Revenue Code.

Also on May 4, 2006, Textron entered into a Secéntendment to the Employment Agreement with Lewi:
Campbell entered into as of July 23, 1998 (as aewbra) the First Amendment dated as of May 6, 2006)s
Amendment implements clarifying changes substdytidentical to those referred to above in the deson of the
Amended and Restated Employment Agreements withHdgiell and Messrs. Butler and O'Donnell.

Copies of the Amended and Restated Employment Aggats with Ms. Howell and Messrs. Butler and O'Dadhare
attached hereto as Exhibits 10.1, 10.2 and 10spergively. A copy of the Campbell Second Amendmetttache
hereto as Exhibit 10.4.

Material Impairments

In December 2005, Textron's Board of Directors arled the divestiture of the Textron Fasteningt&ys business. With this appro
Textron committed to actively market the segmertt arpected to complete the sale within 12 montlegihing in the fourth quarter
2005, the Fastening Systems segment was reporgediasontinued operation.

In the first quarter of 2006, Textron's managenmmenced its marketing efforts including estalitighthe proposed deal structure
identifying potential buyers. Formal negotiatior@emenced with a number of potential purchasersspetific terms and conditions hi
been discussed including the impact on the saies pf depreciation, currency exchange fluctuatibe, assumption of liabilities, as well
the transfer of pension related obligations anétass

On May 4, 2006, as a result of the offers receifredh potential purchasers of substantially all lo¢ tbusiness of the segment, and
additional obligations that Textron now estimateil weed to be settled as part of the sale, Texuetermined that the net asset:
discontinued operations related to the Textrondraisy Systems business may exceed the fair vadgeclests to sell. Consequently, Tex
determined that it will incur a non-cash impairmeharge in the second quarter of 2006 in the r@fi@¥5 million to $150 million.
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Item 6. EXHIBITS

10.1 Amended and Restated Employment Agreement betwesiroh and Mary L
Howell dated May 4, 2006.

10.2 Amended and Restated Employment Agreement betwesitroh and John I
Butler dated May 4, 2006.

10.3 Amended and Restated Employment Agreement betwesitroh and Terrenc
O'Donnell dated May 4, 2006.

10.4 Second Amendment dated May 4, 2006, to the Emplayigreement with Lewi
B. Campbell entered into as of July 23, 1998 (asrated by the First Amendm
dated as of May 6, 2005).

12.1 Computation of ratio of income to fixed dayes of Textron Manufacturing

12.2 Computation of ratio of income to fixed charges Ta@xtron Inc. including a
majority-owned subsidiaries

31.1 Certification of Chief Executive Officer Buant to Rule 13a-14(a)

31.2 Certification of Chief Financial Officer Buiant to Rule 13a-14(a)
32.1 Certification of Chief Executive Officer Ruant to 18 U.S.C. Section 1350
32.2 Certification of Chief Financial Officer Buant to 18 U.S.C. Section 1350
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SIGNATURES

Pursuant to the requirements of the Secutiilehange Act of 1934, the registrant has duly edukis report to k
signed on its behalf by the undersigned thereualyp authorized.

Date:

TEXTRON INC.
May 5, 2006 s/R. L. Yates
R. L. Yates
Senior Vice President and Corporate Contrt

(principal accounting officer)
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LIST OF EXHIBITS

The following exhibits are filed as part of thigpogt on Form 10-Q:

10.1

10.2

10.3

10.4

12.1
12.2

31.1
31.2
32.1
32.2

Name of Exhibit

Amended and Restated Employment Agreement betwegtioh and Mary L. Howell dated M
4, 2006.

Amended and Restated Employment Agreement betwegtnoh and John D. Butler dated May
2006.

Amended and Restated Employment Agreement betwegtroh and Terrence O'Donnell da
May 4, 2006.

Second Amendment dated May 4, 2006, to the EmplayrAgreement with Lewis B. Campb
entered into as of July 23, 1998 (as amended bifitseAmendment dated as of May 6, 2005).

Computation of ratio of income to fixed chargé Textron Manufacturing

Computation of ratio of income to fixed chag@é Textron Inc. including all majority-owned
subsidiaries

Certification of Chief Executive Officer Puesu to Rule 13a-14(a)
Certification of Chief Financial Officer Puesu to Rule 13a-14(a)
Certification of Chief Executive Officer Puesu to Rule 18 U.S.C. Section 1350
Certification of Chief Financial Officer Puesu to Rule 18 U.S.C. Section 1350



Exhibit 10.1
AMENDED AND RESTATED
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT, is entered inas of this 4th day of May, 2006 by and between bexinc. (the "Company"), a
Delaware corporation having its principal officed@Westminster Street, Providence, Rhode Isla®®@®2and Mary L. Howell residing at
4605 Rock Spring Road, Arlington, Virginia 2220f&t'Executive").

WITNESSETH

WHEREAS, the Executive is presently emptbipg the Company;

WHEREAS, the Company desires to continuentploy the Executive and the Executive is willingontinue to be employed by the
Company;

WHEREAS, the Company and the Executiveredtéto an employment agreement as of July 238 18& "Employment Agreement");
and

WHEREAS, the Company and the Executiverddsi set forth the terms and conditions of suattinoaed employment in this Amended
and Restated Employment Agreement (the "Agreement")

NOW THEREFORE, in consideration of the fpoimg and of the mutual covenants and agreemerteqgfarties set forth in this
Agreement, and of other good and valuable condiderghe adequacy and receipt of which is ackndgdal, the parties hereto agree as
follows:

1. Term of Employment

The Company hereby agrees to continue fg@nhe Executive and the Executive hereby acosptinued employment, in accordance
with the terms and conditions set forth hereinadaerm (the "Employment Term") commencing on tagedereof (the "Effective Date") and
terminating, unless otherwise terminated earliexdoordance with Section 5 hereof, on the thirdwvemsary of the Effective Date (the
"Original Employment Term"), provided that the Ewyainent Term shall be automatically extended, sultgeearlier termination as provided
in Section 5 hereof, for successive additional @)e/ear periods (the "Additional Terms"), unleasleast ninety (90) days prior to the end of
the Original Employment Term or the then Additiomakrm, the Company or the Executive has notifieddther in writing that the
Employment Term shall terminate at the end of e tcurrent term.

2. Position and Responsibilities

During the Employment Term, the Executifialsserve as the Executive Vice President - Gavemt and International of the Company
or in such higher capacity as agreed by the Compadythe Executive. The Executive shall reportgsigkly to the Chief Executive Officer
and the Board of Directors of the Company (the 'f8tja The Executive shall, to the extent appoirdeélected, serve on the Board as a
director and as a member of any committee of ther@dn each case, without additional compensaifibe. Executive shall, to the extent
appointed or elected, serve as a director or asralrar of any committee of the board (or the eqeviabodies in a non-corporate subsidiary
or affiliate) of any of the Company's subsidiaesffiliates and as an officer or employee (irapacity commensurate with her position with
the Company) of any such subsidiaries or affiliatesll cases, without additional compensatiobemefits and any compensation paid to the
Executive, or benefits provided to the Executivesuich capacities shall be a credit with regaittiécamounts due hereunder from the
Company. The Executive shall have duties, auttesritind responsibilities generally commensurate thiétduties, authorities and
responsibilities of persons in similar capacitiesimilarly sized companies subject to the By-lafithe Company and the organizational
structure of the Company. The Executive shall degobstantially all of her business time, atteniod energies to the performance of her
duties hereunder, provided the foregoing will na@vent the Executive from participating in charigalzommunity or industry affairs, from
managing her and her family's personal passivesinvents, and (with the consent of the Chief Exeeubfficer or the Organization and
Compensation Committee (or its successor) of therd¢the "O&C Committee"), which consent will na bnreasonably withheld,
conditioned or delayed) serving on the board afators of other companies, provided that theseiies do not materially interfere with the
performance of her duties hereunder or createenfiat business conflict or the appearance thefided. Company has consented to the
Executive's services on the boards of directonyf, on which the Executive currently serves, Whioards the Executive has disclosed in
writing to the O&C Committee. The Executive mayaiatany compensation or benefits received as dt refsconsented to service as a
director of entities not related to the Company.

3. Compensation and Benefits

During the Employment Term, the Companylgkay and provide the Executive the followir



3.1 Base Salary. The Company shall pay the Exezativase salary (the "Base Salary") in an amouithwhall be established from time to
time by the O&C Committee (or as otherwise desigadiy the Board), provided, however, that such bak®y rate shall not be less than her
current rate of base salary. Base Salary shalbiibtp the Executive in accordance with the Com{zangrmal payroll practices for
executives. Base Salary shall be reviewed at lautally to ascertain whether, in the judgmenhefreviewing committee, such Base Salary
should be increased. If so increased, Base Satatlrot be thereafter decreased and shall therea® increased, be the Base Salary
hereunder.

3.2 Annual Bonus. The Company shall provide thechiee with the opportunity to earn an annual dashus under the Company's current
annual incentive compensation plan for executives r@placement plan therefor at a level commetsuvah her position, provided that the
minimum annual target award payable upon the aehiewnt of reasonably attainable objective perforreajoals shall be at least fifty percent
(50%) of Base Salary.

3.3 Long-Term Incentives. The Company shall protideExecutive the opportunity to earn long-tereeintive awards under the current
equity and cash based plans and programs or reptate therefor at a level commensurate with theeatiaggregate opportunity being
provided to the Executive.

3.4 Employee Benefits. The Executive shall, togkient eligible, be entitled to participate ateeleccommensurate with her position in all
employee benefit welfare and retirement plans andrams, as well as equity plans, generally praviog the Company to its senior
executives in accordance with the terms thereai affect from time to time. Such plans and progsamarrently include, without limitation,
the Amended and Restated Supplemental Retiremantf® Textron Inc. Key Executives (the "SERP"g 994 Long-Term Incentive Plan,
the Key Executive Program (including the Defernacoime Plan, the Supplemental Benefits Plan (thée®"yBnd the Survivor Benefit Plan),
group term life insurance plan, comprehensive heaiajor medical, vision and dental insurance plarshort-term and long-term disability
plans. Notwithstanding anything in the SERP, Penmice Share Units granted after 2005 shall nobhsidered when determining the
benefit under the SERP.

3.5 Vacation. The Executive shall be entitled twl pacation in accordance with the standard writtelicies of the Company with regard to
vacations of executives, but in no event less than(4) weeks per calendar year.

3.6 Perquisites. The Company shall provide to tkechtive, at the Company's cost, all perquisiteshih other senior executives of the
Company are generally entitled to receive and sdiclr perquisites which are suitable to the charadftthe Executive's position with the
Company and adequate for the performance of hegsdiéreunder but not less than the level beingiged on the date hereof except as
otherwise required because of changes in law. &@tttent legally permissible, the Company shalltrest such amounts as income to the
Executive.

3.7 Right to Change Plans. The Company shall natdtigated by reason of this Section 3 to institataintain, or refrain from changing,
amending, or discontinuing any benefit plan, pragrar perquisite, so long as such changes areaslyndpplicable to executive employees
generally and provided that the benefits or addéiaredit specifically as set forth in Section Be8ow shall not be diminished.

4. Expenses

Upon submission of appropriate documentatio accordance with its policies in effect froimé to time, the Company shall pay, or
reimburse, the Executive for all ordinary and nsaegexpenses, in a reasonable amount, which teeuixe incurs in performing her duties
under this Agreement including, but not limitedttayvel, entertainment, professional dues and sigtgms, and all dues, fees, and expenses
associated with membership in various professidnadiness, and civic associations and societiegioh the Executive participates in
accordance with the Company's policies in effemtiftime to time.

5. Termination of Employment

The Executive's employment with the Comp@ngluding but not limited to any subsidiary ofiliite or the Company) and the
Employment Term shall terminate upon the occurreri¢be first of the following events:

(&) Automatically on the date of the ExecutivdEsith.

(b) Upon thirty (30) days' written notice by tBempany to the Executive of a termination due igability, provided such notice is
delivered during the period of Disability. The tetBisability” shall mean, for purposes of this Agneent, the inability of the Executive, due
to injury, iliness, disease or bodily or mentairmiity, to engage in the performance of her matehigies of employment with the Company
as contemplated by Section 2 herein for a periadaf than one hundred eighty (180) consecutive dajor a period that is reasonably
expected to exist for a period of more than onedhech eighty (180) consecutive days, provided thigrim returns to work of less than ten
(10) consecutive business days in duration shalbaaleemed to interfere with a determination ofsezutive absent days if the reason for
absence before and after the interim return arsdhee. The existence or non-existence of a Disabliall be determined by a physician
agreed upon in good faith by the Executive (orrbpresentatives) and the Company. It is expressigrstood that the Disability of the
Executive for a period of one hundred eighty (18@)secutive days or less shall not constitutelartaby her to perform her duties hereunder
and shall not be deemed a breach or default anBixeeutive shall receive full compensation for angh period of Disability or for any other
temporary illness or incapacity during the terntta$ Agreement



() Immediately upon written notice by the Camp to the Executive of a termination due to h&rament at or after the Executive's
attainment of age sixty-five (65).

(d) Immediately upon written notice by the Canp to the Executive of a termination for Causeyjated such notice is given within
ninety (90) days after the discovery by the Boarthe Chief Executive Officer of the Cause evertt has been approved by the O&C
Committee at a meeting at which the Executive ardcbunsel had the right to appear and addressmsaeting after receiving at least five
business days written notice of the meeting anslorable detail of the facts and circumstances eldita provide a basis for such terminat
The term "Cause" shall mean, for purposes of tigiseA@ment: (i) an act or acts of willful misrepretsgion, fraud or willful dishonesty (other
than good faith expense account disputes) by tleelke which in any case is intended to resulteanor another person or entity's
substantial personal enrichment at the expendgeaCbmpany; (i) any willful misconduct by the Extige with regard to the Company, its
business, assets or employees that has, or wasléttdéo have, a material adverse impact (econonvtherwise) on the Company; (i) any
material, willful and knowing violation by the Exdtive of (x) the Company's Business Conduct Guiddlj or (y) any of her fiduciary duties
to the Company which in either case has, or wahided to have, a material adverse impact (econongtherwise) on the Company; (iv) the
willful or reckless behavior of the Executive withgard to a matter of a material nature which hasgerial adverse impact (economic or
otherwise) on the Company; (v) the Executive'sfuliflailure to attempt to perform her duties un&exction 2 hereof or her willful failure to
attempt to follow the legal written direction oftiBoard, which in either case is not remedied witeh (10) days after receipt by the
Executive of a written notice from the Company sfyarg the details thereof; (vi) the Executive'sweation of, or pleading noloontendere

or guilty to, a felony (other than (x) a traffidiiaction or (y) vicarious liability solely as a rdsof her position provided the Executive did not
have actual knowledge of the actions or inactiorating the violation of the law or the Executiedied in good faith on the advice of coun
with regard to the legality of such action or inawt(or the advice of other specifically qualifiptbfessionals as to the appropriate or proper
action or inaction to take with regard to mattetsol are not matters of legal interpretation))(\or) any other material breach by the
Executive of this Agreement that is not cured by Executive within twenty (20) days after receipthe Executive of a written notice from
the Company of such breach specifying the deta@eebf. No action or inaction should be deemeduwliif not demonstrably willful and if
taken or not taken by the Executive in good fagmat being adverse to the best interests of tlrepaay. Reference in this paragraph (d) to
the Company shall also include direct and indisettsidiaries of the Company, and materiality antensl adverse impact shall be measured
based on the action or inaction and the impact paod not the size of, the Company taken as a whodeided that after a Change in
Control, the size of the Company, taken as a wisbiall be a relevant factor in determining matéayiand material adverse impact.

(e) Upon written notice by the Company to thed&utive of an involuntary termination without Cau# notice by the Company of non-
renewal of the Employment Term pursuant to Sectiaove shall be deemed an involuntary terminaifche Executive by the Company
without Cause as of the end of the Employment Téuhthe Executive may terminate at any time afterreceipt of such notice and shall be
treated as if she was terminated without Causé sisob date.

(H Upon twenty (20) days' written notice by thxecutive to the Company of a termination for G8®ason (which notice sets forth in
reasonable detail the facts and circumstances ethimprovide a basis for such termination) unteesGood Reason event is cured within
such twenty (20) day period. The term "Good Reasball mean, for purposes of this Agreement, withbea Executive's express written
consent, the occurrence of any one or more ofdaheving: (i) the assignment to the Executive ofids materially inconsistent with the
Executive's then authorities, duties, responsiédjtand status (including offices, titles, andoréipg requirements), or any reduction in the
Executive's then title, position (including but fiatited to as a member of the Management Commdtesny functional replacement
therefor), reporting lines or a material reduct{other than temporarily while Disabled or otherwiiseapacitated) in her then status,
authorities, duties, or responsibilities or, ifihee director of the Company, failure to be nomidaiereelected as a director of the Company or
removal as such; (ii) relocation of the Executikand the principal office of the Company (excludirgisonable travel on the Company's
business to an extent substantially consistent tighExecutive's business obligations) or relocatibthe principal office of the Company t
location which is at least fifty (50) miles frometlCompany's current headquarters, provided, howeihe Executive at the time of the
relocation is not located at the principal offisach relocation provision shall apply based onthen location; (iii) a reduction by the
Company in the Executive's Base Salary; (iv) acédo in the Executive's aggregate level of pgwttion in any of the Company's short
and/or long-term incentive compensation plansnapleyee benefit or retirement plans, policies, peas, or arrangements in which the
Executive participated as of the Effective Dateafter a Change in Control, participated immedygpeior to the Change in Control; (v) the
failure of the Company to obtain and deliver to Ehezcutive a satisfactory written agreement from surccessor to the Company to assume
and agree to perform this Agreement; or (vi) arheomaterial breach by the Company of this Agrednéme Executive waives as a Good
Reason event the change in the SERP made by tteelasnce of Section 3.4 hereof.

(@) Upon written notice by the Executive to tbempany of the Executive's voluntary terminatibemployment without Good Reason
(which the Company may, in its sole discretion, makective earlier than any notice date). A nobigehe Executive of non-renewal of the
Employment Term pursuant to Section 1 above skatldemed a voluntary termination by the Executiitbaut Good Reason as of the end
of the Employment Term.

6. Consequences of a Termination of Empkaym

6.1 Termination Due to Death or Retirementhef Employment Term ends on account of the Exeglstiermination due to death pursuant
to Section 5(a) above or retirement pursuant tdi@e&(c) above, the Executive (or the Executigeiwiving spouse, or other beneficiary as
so designated by the Executive during her lifetiorep the Executive's estate, as appropriate) Beatntitled, in lieu of any other payments
or benefits, subject to Section 7(e), to (i) paytm@omptly of any unpaid Base Salary, unpaid anmgdntive compensation (for the
preceding fiscal year) and any accrued vacatidmefimbursement for any unreimbursed businessrsgmincurred prior to the date of
termination, and (iii) any amounts, benefits onfés due under any equity, benefit or fringe pdgant or program in accordance with the
terms of said plan, grant or program but withoytlahation (collectively, the "Accrued Obligations'lh addition, in the event the terminati



is as a result of Executive's death, the earlyatent factor under Section 2.03 of the SERP #&lgatine hundred percent (100%) and the age
requirement in Section 2.05 of the SERP shall pptyaand a death benefit shall be paid in accordavith such Section in all instances.

6.2 Termination Due To Disability. If the Emploent Term ends as a result of Disability purstar@ection 5(b) above, the Executive
shall be entitled, in lieu of any other paymentdenefits, subject to Section 7(b) and Section Fée¢of, to any Accrued Obligations and the
following:

(@ Payment, during January of the calendar fgdlawing the date of the Executive's terminatiohan amount equal to three hundred
percent (300%) of the Executive's target annuarntize compensation award established for thelfisgar during which the Executive's
termination occurs (the "Termination Year TargehBg").

(b) Continued monthly payment for two and oa# (2 1/2) years of an amount equal to the Exeelgimonthly Base Salary rate reduced
by any disability benefits received by the Execaitinder the Company's long term disability plantti@ corresponding period.

(c) Payments and benefits as set forth in 8e@&i3(c)-(j) hereof.

(d) The Executive shall be deemed to havefsatithe definition of "total disability” under tH994 Long-Term Incentive Plan or the
equivalent definition under any successor planetizer

() The Executive's early retirement factorem@lection 2.03 of the Company's SERP shall behandred percent (100%) (i.e. providing a
fifty percent (50%) of Final Average Compensati@méfit) under the Company's SERP, provided thab#mefits payable under the SERP
that are in excess of the benefits that the Exeeuwtiould receive thereunder without such increasaty retirement factor shall not comme
to be paid until two and one half (2 1/2) yearsiafhe date of the termination of employment.

6.3 Involuntary Termination by the Company V8ith Cause or Termination by the Executive for GBedson. If the Executive is
involuntarily terminated by the Company without Gaun accordance with Section 5(e) above or thelke terminates her employment
Good Reason in accordance with Section 5(f) alineeExecutive shall be entitled, in lieu of anyatpayments or benefits, subject to
Section 7(b) hereof, to any Accrued Obligations tmedfollowing:

(&) Payment, during January of the calendar fgdlawing the date of the Executive's terminatiohan amount equal to the Executive's
Termination Year Target Bonus multiplied by a fraet the numerator of which is the number of daysnd) the fiscal year of the Executive's
termination that the Executive was employed byGbepany and the denominator is three hundred $indy(365), provided that in no event
shall such payment exceed fifty percent (50%) effermination Year Target Bonus.

(b) Continued payment off payroll for two anaeehalf (2 1/2) years (in approximately equal mbnthstallments) of an amount equal to
two and one-half (2 1/2) times the sum of: (i) Ehescutive's Base Salary, and (ii) the greatengftiie Termination Year Target Bonus, or (y)
the Executive's highest annual incentive compemsativard earned during the last three (3) fiscatsyending prior to the fiscal year of
termination (whether or not deferred) (the sumiodiid (ii) being hereinafter referred to as "FiAainual Compensation™).

(c) To the extent eligible at such time othié Executive would be eligible with credit for additional two and one half (2 1/2) years of
and service credit, coverage under all applicadtiesre health and other retiree welfare plansHerExecutive and her dependents (including,
if she is only eligible because of the extra ageé service credit, an adjustment, to the extentseary, to put the Executive in the same after-
tax position as if she had been eligible for sumbecage) and, if not eligible for continued healtlverage under the retiree health plan,
payment of the Executive's and Executive's eligitdpendents' COBRA continuation health coveragmiuras for the Company's health
insurance plan that generally applies to seniocetxees for the two and one-half (2 1/2) year pafiollowing the date of termination or, if
earlier, until the Executive and Executive's depensl cease to be eligible for such coverage, peovidat, if COBRA coverage cannot be
provided for the full period, any excess periodlidbe covered under (d) below (and further proviteat, if such premiums are taxable to the
Executive, an adjustment such that the Executigenoaafter tax cost for the providing of such COB&Aerage).

(d) To the extent eligible on the date of taration, continued participation, at no additiorfatiatax cost to the Executive than the
Executive would have as an employee, in all welfdams (other than medical plans covered undeaitfoye), until two and one-half (2 1/2)
years after the date of termination; provided, heavethat in the event the Executive obtains o#mployment that offers substantially sim
or improved benefits, as to any particular welfalen, such continuation of coverage by the Comganguch benefits under such plan shall
immediately cease. To the extent such coverageotdenprovided under the Company's welfare bepkdits without jeopardizing the tax
status of such plans, for underwriting reasonsegahse of the tax impact on the Executive, the Gmypghall pay the Executive an amount
such that the Executive can purchase such besefi@rately at no greater after tax cost to the lkaxthan the Executive would have had if
the benefits were provided to the Executive asmapl@yee.

(e) Two and one-half (2 1/2) additional yedrsearvice (including age as if such service wasgleted) and compensation credit (at the
Executive's "Then Compensation Level") for bengfitposes under any defined benefit type retiremlemt, including but not limited to the
SERP and the SBP if then in effect, and, if thedtkige is not eligible to receive benefits undey anch plan on the date of termination, two
and one-half (2 1/2) additional years of age faedwrining eligibility to receive such benefits, pided that benefits under any such plan will
not commence until the Executive actually attahesrequired distribution age under the plan orBkecutive's spouse qualifies for death
benefits under such plan and further provided thiah regard to any plan qualified under Sectiof (&) of the Internal Revenue Code



1986, as amended (the "Code"), the additional ansauay be provided on a nonqualified plan basisddition, and notwithstanding the
foregoing, with regard to the SERP the Executieaidy retirement factor under Section 2.03 shalbie hundred percent (100%) (i.e.
providing a fifty percent (50%) of Final Average i@pensation benefit) upon such termination of emmplegt, provided that the benefits
payable under the SERP that are in excess of thefibethat would be received thereunder withoetititreased early retirement factor
provided for in this sentence shall not commendeetpaid until two and one-half (2 1/2) years afigch termination of employment and all
benefits under the SERP (which have not yet themeenced to be paid) shall be paid at such timeitfwgtanding the proviso in the prior
sentence. "Then Compensation Level" shall meamanal rate of compensation equal to the sum dfiial Annual Compensation and (ii)
the performance units and performance share umitsed with respect to the measurement periods gradior about the end of the fiscal year
immediately preceding the year of termination te éxtent recognized in the definition of "Comp¢iosd under the applicable plan; in the
case of the SERP as provided in Section 3.4 ahasiethat no amounts deemed earned in respect foffpemnce share units in 2008 (i.e. any
grant after the 2005 grant) or later years shalhbkided in Compensation for purposes of the SER®yided, however, that with respect to
the year of termination, in lieu of utilization tife amount in clause (ii) above, the Executive bélldeemed to have received in the year of
termination the full amount of performance unitsl @erformance share units earned with regard tonieesuring periods ending on or about
the end of the fiscal year immediately precedireytear of termination (whether or not such amosiaiciually paid to the Executive prior to
the date of termination); provided, further, thaher than as set forth in the immediately precggiroviso, the amounts described in clause
(i) above shall be included in "Compensation" unitie plans referred to in this Section 6.3(e)én bf any amounts actually paid to the
Executive in respect of performance units and perémce share units in the year of termination hede@after.

(fH Payment promptly after termination of twadaone-half (2 1/2) times the amount of the maxim@ompany annual contribution or
match to any defined contribution type plan in vihibe Executive participates.

(@) Immediate full vesting of any outstanditgck options that would vest within two and onef§al1/2) years after such termination of
employment as if the Executive had continued empkayt for such two and one half (2 1/2) year periodhe extent permitted under the

or grant, or if such vesting is not permitted, alcpayment equal to the difference between therfanket value of the shares covered by the
unvested options and the exercise price of suclkstad options (the "Spread”) on the date of terfiwnaand, in both cases, to the extent :
options are exercisable for less than two and thueeters (2 3/4) years after termination (oreffd, the remainder of the respective terms), a
cash payment equal to the Black-Scholes (baseldeosame methodology used for the Company's thest ldistributed proxy statement or, if
not so used, for internal valuation of the lastktoption grants made by the Company prior to émmination) future value of such options
the lesser of two and three quarters (2 3/4) yeatise remainder of such terms (any such payméatslse made promptly after such
termination). The terms of the Executive's outsitagaptions are deemed to be modified to the extiired by this Section 6.3 (g).

(h) Payment when it would otherwise be paiddnordance with the 1994 Long-Term Incentive Pfaainy amount due with regard to
performance share units outstanding on the daterwifination to the extent permitted under such ,pbéuns, outside of such plan, when it
would otherwise have been paid, an amount equhktamount the Executive would have received vatfard to any performance share u
outstanding at the time of termination that coudd Ime so paid. For purposes of calculating thegfoireg amounts, all discretionary
performance targets relating to the Executive'sviddal performance will be deemed to be fully askdd and the actual level of achievement
of all financial performance targets will be detéred as if the Executive continued to be employedugh the end of the applicable
measuring period.

() Immediate full vesting of the Executivetscaunts under the Deferred Income Plan, and textent not permitted under such plan, a
cash payment outside of the plan equal to the \@fltiee amount that would have vested under the. pla

() Continuation of participation for two ande-half (2 1/2) additional years in the Companytsggpams with regard to tax preparation
assistance and financial planning assistance,dilels and automobile (but based on the automotateliking used and no new one), in
accordance with the Company's programs in effettteatime of the termination.

6.4 Termination by the Company for Cause onieation by the Executive without Good Reasonhé# Executive is terminated by the
Company for Cause or the Executive terminates imgi@/ment without Good Reason, the Executive dimlkntitled to receive all Accrued
Obligations.

7. No Mitigation/No Offset/Release

(@ Inthe event of any termination of employtnieereunder, the Executive shall be under no atiig to seek other employment and there
shall be no offset against any amounts due theEixecunder this Agreement on account of any rematian attributable to any subsequent
employment that the Executive may obtain. The arteopayable hereunder shall not be subject to setofinterclaim, recoupment, defens
other right which the Company may have agains&tkecutive or others, except as specifically sehfor Section 9 hereof or upon obtaining
by the Company of a final unappealable judgmenirsg¢he Executive.

(b) Any amounts payable and benefits or adaitisights provided pursuant to Section 6.2 (othan Section 6.2(e)), Section 6.3 (other
than Section 6.3(k)) and Section 8.1 (other tharti@® 8.1(m)) beyond Accrued Obligations and amsumtrights due under law, and, in the
case of Section 6.3 and Section 8.1, beyond theofiamy amounts due (without execution of a relpaseer the Company severance
program then in effect, or, if greater, three ()nths Base Salary as severance, shall only be |gaijdbe Executive delivers to the Compe
a release of all claims of the Executive (othenttiise specifically payable or providable hereumaeor upon the applicable type of
termination and any rights of indemnification untee Company's organizational documents) with egmthe Company, its subsidiaries ¢
related entities and their respective past or ptesificers, directors and employees in such fosmeasonably requested by the Comp.



() Upon any termination of employment, upoa taquest of the Company, the Executive shall detiw the Company a resignation from
all offices and directorships and fiduciary posismf the Executive in which the Executive is segwvith, or at the request of, the Company
or its subsidiaries, affiliates or benefit plans.

(d) The amounts and benefits provided undeti@ex6 and 8 hereof are intended to be inclusigeraot duplicative of the amounts and
benefits due under the Company's employee berafis@and programs to the extent they are duplieativ

(e) The intent of the parties is that all paptsenereunder shall be in accordance with Sec@i®A5bf the Internal Revenue Code ("Section
409A") and this Agreement shall be interpreted ediogly. The parties shall modify this Agreemennasessary to assure such compliance.
To the extent that the Executive is a "Specifiechleryee," within the meaning of Section 409A, anyrpants paid as a result of separation
from service (within the meaning of Section 409éther than upon death, shall not be paid untikttudier of six (6) months after such
separation from service and Executive's death"{fleéay Period") and all payments that otherwisednee due during such Delay Period shall
be promptly paid in a lump sum after it has expifegrthermore in such situation, to the extent imeguby Section 409A, the Executive shall
pay the premiums of all benefits to be providedrduthe Delay Period and shall promptly after thd ef the Delay Period be reimbursed by
the Company therefor.

8. Change in Control

8.1 Employment Termination in Connection witElange in Control. In the event of a Qualifyingm@ation (as defined below) during
the period commencing one-hundred eighty (180) ¢aigs to the effective date of a Change in Condodl terminating on the second
anniversary of the effective date of a Change int@ (the "Change in Control Protection PeriodHgn in lieu of the benefits provided to 1
Executive under Section 6.3 of this Agreement, exttiiio Section 7(e), the Company shall pay the &kez the following amounts within
(except as otherwise provided) thirty (30) busirgegs of the Qualifying Termination (or, if latéihe effective date of the Change in Control;
in which case any amounts or benefits previousisgt parsuant to Section 6 shall be setoff againstéhunder this Section 8) and provide the
following benefits:

(@ Any Accrued Obligations.

(b) A lump-sum cash payment equal to thredif3gs the highest rate of the Executive's Baserpadde in effect at any time up to and
including the date of the Executive's termination.

() A lump-sum cash payment equal to the Pedr&ortion (as determined in the next sentenctjeofreater of: (i) the Executive's
Termination Year Target Bonus or (ii) the Executvearned annual incentive award for the fiscat peiar to the fiscal year in which the
earlier of the Change in Control or the Qualifyibgrmination occurs (whether or not deferred). TRetated Portion" of the foregoing
amount shall be determined by multiplying such amday a fraction, the numerator of which is the t@mof days during the fiscal year of
termination that the Executive is employed by tleen@any, and the denominator of which is, three heshdixty-five (365).

(d) Alump-sum cash payment equal to thredif33s the greater of: (i) the Executive's highestual incentive compensation earned over
the three (3) fiscal years ending prior to theieadf the Change in Control or the Qualifying Témation (whether or not deferred); or (ii) the
Executive's target incentive compensation estaddisor the fiscal year in which the Executive'sedalttermination occurs.

(e) To the extent the Executive is eligible svedigible prior or after the Change in Control, {bearlier, the Qualifying Termination) or if
the Executive would be eligible with credit for additional three (3) years of age and service trediverage under all applicable retiree
health and other retiree welfare plans for the Htiee and the Executive's eligible dependents (idiclg an adjustment to the extent neces
to put the Executive on the same after tax basifsthe Executive had been eligible for such cogeda

() To the extent eligible prior or after th&&hge in Control (or, if earlier, the Qualifyingrir@nation), continued participation,

(coordinated with (e) above to the extent duplicgti at no additional after tax cost to the Exaeithan the Executive would have as an
employee, in all welfare plans, until three (3) ngeafter the date of termination, provided, howetteat in the event the Executive obtains
other employment that offers substantially simdaimproved benefits, as to any particular welfalen, such continuation of coverage by the
Company for such similar or improved benefit unsiech plan shall immediately cease. To the exterti saverage cannot be provided under
the Company's welfare benefit plans without jeojzamg the tax status of such plans, for underwgitieasons or because of the tax impact on
the Executive, the Company shall pay the Execwtivamount such that the Executive can purchasebsrefits separately at no greater ¢
tax cost to her than she would have had if the fitsngere provided to her as an employee.

(@) A lump-sum cash payment of the actuariabpnt value equivalent (as determined in accordaitbehe most favorable (to the
Executive) overall actuarial assumptions and suigsich any of the Company's taxralified or nonqualified type defined benefit pensplan:
in which the Executive then participates) of theraed benefits accrued by the Executive as of #te df termination under the terms of any
nonqualified defined benefit type retirement pliaicjuding but not limited to, the SERP and the S&m] assuming the benefit was fully
vested (and commenced immediately on such terromatvithout regard to any minimum age or serviguiements. For this purpose, such
benefits shall be calculated with an early retiretrfactor under Section 2.03 of the SERP of onalheshpercent (100%) and under the
assumption that the Executive's employment contifialbowing the date of termination for three (8)lfyears (i.e., three (3) additional years
of age (including, but not limited to, for purpos#determining the actuarial present value, butthe commencement date of benefits for
calculation purposes (all of which shall be deetmecbommence on the date of termination)), compé@nséat the Executive's Then
Compensation Level) and service credits shall lokedy



(h) Three (3) times the amount of the maximuom@any contribution or match to any defined conttitn type plan in which the
Executive participates.

() A lump-sum cash payment of the productipfre Interest Factor (as determined in the nertence) multiplied by (ii) the Executive's
entire account balance under the Deferred Income @Ir any replacement therefor), plus an additiansunt equal to three (3) times the
match which the Company made for the Executiveith plan for the fiscal year ending immediatelyoptd the earlier of the Change in
Control or the Qualifying Termination. The "Inter&actor” shall be equal to one (1) plus thredi(B8gs the rate of earnings of the Executi
account under such plan for the fiscal year entdtimgediately prior to her termination.

() Immediate full vesting of any outstandirtgek options, performance share units (at maximewel) and other equity awards (and lapse
of any forfeiture provisions) to the extent perettiunder the plan or grant, or if full vesting &t permitted with regard to stock options, a
cash payment equal to the Spread on such unvestieth® on the date of termination (or, if latee thate of the Change in Control) plus, in
both cases, if options are exercisable for less theee (3) years after termination (or, if leb® temainder of the respective terms, including
any termination of exercisability of all Companpak options in connection with the Change in Cdraraa merger related thereto), a cash
payment equal to the Black-Scholes (based on tine saethodology used for the Company's then latssthilited proxy statement or, if not
so used, for internal valuation of the last stopkian grants made by the Company prior to the eadi the Qualifying Termination or the
Change in Control) future value of such outstandiptions for the lesser of three (3) years or #reainder of such terms.

(k) Outplacement services at a level commenswrih the Executive's position, including useanfexecutive office and secretary, for a
period of one (1) year commencing on the daterofiiteation but in no event extending beyond the datevhich the Executive commences
other full time employment.

()  Continuation of participation for three (&Jditional years in the Company's programs witfare to tax preparation assistance and
financial planning assistance, club dues and aubidmut based on the automobile then being usddha new one), in accordance with the
Company's programs in effect at the time of ther@kan Control.

For purposes of this Section 8, a Qualdylrermination shall mean any termination of the dttiwe's employment (i) by the Company
without Cause, or (ii) by the Executive for GoodaRen.

8.2 Definition of "Change in Control." A ChangeControl of the Company shall be deemed to reeairred as of the first day any one or
more of the following conditions shall have beetis$iad:

(@ Any "person” or "group” (within the meaniafjSection 13(d) and 14(d)(2) of the Securitiestange Act of 1934, as amended (the
"Exchange Act")) other than the Company, any tristeother fiduciary holding Company common stooller an employee benefit plan of
the Company or a related company, or any corparatiaich is owned, directly or indirectly, by th@skholders of the Company in
substantially the same proportions as their ownershthe Company's common stock, is or becomedéneficial owner (as defined in Rule
13d-3 under the Exchange Act) of more than thiggcpnt (30%) of the then outstanding voting stock;

(b) During any period of two (2) consecutiveagg individuals who at the beginning of such pg:donstitute the Board and any new
director whose election by the Board or nominafmrelection by the Company's stockholders was @ by a vote of at least tvibirds of
the directors then still in office who either wealieectors at the beginning of the two year perio@bose election or nomination for election
was previously so approved, cease for any reasoartstitute at least a majority of the Board;

(c) The consummation of a merger or consoliatif the Company with any other corporation, othan a merger or consolidation which
would result in the voting securities of the Compantstanding immediately prior thereto continutngepresent (either by remaining
outstanding or being converted into voting seaesitif the surviving entity) more than fifty perc€d®%) of the combined voting securities of
the Company or such surviving entity outstandingediately after such merger or consolidation; or

(d) The approval of the stockholders of the @any of a plan of complete liquidation of the Compar an agreement for the sale or
disposition by the Company of all or substantialllyof its assets.

8.3 Excise Tax Equalization Payment. In theneteat the Executive becomes entitled to paymantor benefits which would constitute
"parachute payments" within the meaning of SecZ8dG(b)(2) of the Code, the provisions of Exhibitil apply.

9. Noncompetition, Confidentiality and Nondispgement
9.1 Agreement Not to Compete.

(&) The Executive agrees that for a periodvaf {2) years after the termination of the Execusi@mployment, the Executive will not
engage in Competition with the Company with theddsCompanies, provided that after the Executtegtaination of employment the Listed
Companies shall be limited to those effectiveljelisat the time of her termination and still onrslist at the time of any alleged activity of
the Executive, including, but not limited to, (9li€iting customers, business or orders for, olirggglany products and services in, Competition
with the Company for such Listed Companies ordiNerting, enticing, or otherwise taking away cuséss, business or orders of the
Company, or attempting to do so, in either cagéampetition with the Company for such Listed Conipar



(b) The Executive agrees that if, while sheeteiving severance pay from the Company purswasettion 6.2(b) or Section 6.3(b), the
Executive: (i) violates (a) above, or (ii) otherarisngages in Competition in the Restricted Tegjtathether or not with the Listed
Companies, Section 9.6(b) hereof shall apply.

(c) The Executive agrees that the restrictmorgained in this Section 9 are necessary for theeption of the business and goodwill of the
Company because of the trade secrets within theuiixe's knowledge and are considered by the Ekextd be reasonable for such purpt

9.2 Definitions.

(@) "Competition" shall mean engaging in, agamployee, director, partner, principal, sharehgldensultant, advisor, independent
contractor or similar capacity, with (a) the Lisdmpanies or (b) in any business, activity or eandavhich directly competes with the
business of the Company, provided that, with regarttie period after termination of the Executivatsployment, Section 9.1(b)(ii) shall or
apply to business lines in which the Company isaged both at the time of termination of employnserd at the time of the determination
and which during the last fiscal year ending pteothe date of such termination represented at fe@spercent (5%) of the Company's
revenues (the "Prohibited Lines"). Notwithstandamything else in this Section 9, Competition shatiinclude: (A) (i) holding five percent
(5%) or less of an interest in the equity or ddtdryy publicly traded company, (ii) engaging in awyivity with the prior written approval of
the Chief Executive Officer or the O&C Committeid) (he practice of law in a law firm that reprege entities in Competition with the
Company, provided that the Executive does not pedsorepresent such entities, or (iv) the emplogiti®y, or provision of services to, an
investment banking firm or consulting firm that pides services to entities that are in Competitidth the Company provided that the
Executive does not personally represent or pros@eices to such entities that are Listed Compaiesherwise with regard to businesses in
Competition with the Prohibited Lines, or (B) witgard to Section 9.1(b)(ii), (i) being employed by consulting for, a non-Competitive
division or business unit of an entity which isGompetition with the Company (and participatingirch entity's employee equity plans), (ii)
being employed by, or consulting for, an entity ethhad annual revenues in the last fiscal year poithe Executive being employed by, or
consulting for, the entity generated through bussiaes in Competition with the Prohibited Lindghee Company that do not exceed five
percent (5%) of such entity's total annual revenpesvided that revenues within the Executive's areresponsibility or authority are not
more than ten percent (10%) composed of the rewsinom the businesses in Competition with the Rritdd Lines, or (iii) any activities
conducted after a Change in Control of the Company.

(b) The Restricted Territory shall mean anyggaphic area in which the Company with regard sRhohibited Lines did more than
nominal business.

(c) Listed Companies shall mean those entiti@ish are within the "peer group"” established by @ompany for the performance graphs in
its proxy statement pursuant to Item 402(I) of Ration S-K under the Exchange Act and which ara list of no more than five (5) entities
established by the Company from time to time arallable from the Chief Human Resources Officeryjted that the addition of any entity
to the list shall not be effective until sixty (6@ays after it is so listed.

(d) For purposes of this Section 9, "Compardllsmean the Company and its subsidiaries anticaés.

9.3 Agreement Not to Engage in Certain Soliicita The Executive agrees that the Executive matl, during the Executive's employment
with the Company or during the two (2) year pettioereafter, directly or indirectly, solicit or indel, or attempt to solicit or induce, any non-
clerical employee(s), sales representative(s), téglenr consultant(s) of the Company to termirsateh person's employment, representation
or other association with the Company for the paepaf affiliating with any entity with which the Egutive is associated ("Solicitation").

9.4 Confidential Information.

(&) The Executive specifically acknowledgegd #rey trade secrets or confidential business arfthteal information of the Company or its
vendors, suppliers or customers, whether reduceditmg, maintained on any form of electronic meeddr maintained in mind or memory
and whether compiled by the Executive or the Comfaallectively, "Confidential Information"), derdés independent economic value from
not being readily known to or ascertainable by prapeans by others; that reasonable efforts hase ipde by the Company to maintain
secrecy of such information; that such informai®the sole property of the Company or its vendsuppliers, or customers and that any
retention, use or disclosure of such informatiorth®y Executive during the Employment Term (excephe course of performing duties and
obligations of employment with the Company) or éime after termination thereof, shall constitutesagipropriation of the trade secrets of
Company or its vendors, suppliers, or customemsjiged that Confidential Information shall not iadk: (i) information that is at the time of
disclosure public knowledge or generally known witthe industry, (ii) information deemed in goodtlisby the Executive, while employed
by the Company, desirable to disclose in the coofgerforming the Executive's duties, (iii) infoation the disclosure of which the Execu
in good faith deems necessary in defense of theuixe's rights provided such disclosure by thedtkige is limited to only disclose as
necessary for such purpose, or (iv) informatiorldsed by the Executive to comply with a courtptirer lawful compulsory, order
compelling her to do so, provided the Executiveegithe Company prompt notice of the receipt of sarder and the disclosure by the
Executive is limited to only disclosure necessanysuch purpose.

(b) The Executive acknowledges that the Comeomg time to time may have agreements with otlegspns or with the United States
Government, or agencies thereof, that impose didigs or restrictions on the Company regarding ivtiess made during the course of work
under such agreements or regarding the confidemdiake of such work. If the Executive's dutiessliader will require disclosures to be
made to her subject to such obligations and reistnis, the Executive agrees to be bound by tt



9.5 Scope of Restrictions. If, at the time ofioecement of this Section 9, a court holds thatréstrictions stated herein are unreasonable
under circumstances then existing, the partiesti@gree that the maximum period, scope or geogralpdrea reasonable under such
circumstances shall be substituted for the stageidg, scope or area and that the court shalllbevadl to revise the restrictions contained
herein to cover the maximum period, scope and peemitted by law.

9.6 Remedies.

(@ Inthe event of a material breach or trmeatl material breach of Section 9.1(a), Section®e8tion 9.4 or Section 9.10, the Company,
in addition to its other remedies at law or in égushall be entitled to injunctive or other eqbltarelief in order to enforce or prevent any
violations of the provisions of this Section 9. Egtas specifically provided with regard to Lis@ompanies, the Company agrees that it will
not assert to enjoin or otherwise limit the Exewels activities based on an argument of inevitdigelosure of confidential information.

(b) I nthe event Section 9.1(b) applies, thenPany may immediately cease payment to the Exexofiall future amounts due under
Sections 6.2(a) or (b) or Sections 6.3(a) or (b)ell as otherwise specifically provided in angeatplan, grant or program.

(¢) Upon written request of the Executive, @@mpany shall within thirty (30) days notify thedeutive in writing whether or not in good
faith it believes any proposed activities wouldith€ompetition and, if it so determines or doesneply within thirty (30) days, it shall be
deemed to waive any right to treat such activii@€ompetition unless the facts are otherwise dlsgrresented by the Executive or there is a
change thereafter in such activities. The Executhadl promptly provide the Company with such imfation as it may reasonably request to
evaluate whether or not such activities are in Cetitipn.

9.7 Uniformity. In no event shall any definiti® of Competition or Solicitation (or a similar pigion) as it applies to the Executive with
regard to any plan of program or grant of the Camygdae interpreted to be any broader than as st ifothis Section 9.

9.8 Delivery of Documents. Upon terminatiorttus Agreement or at any other time upon requeshbyCompany, the Executive shall
promptly deliver to the Company all records, filegmoranda, notes, designs, data, reports, psitse dustomer lists, drawings, plans,
computer programs, software, software documentasicetches, laboratory and research notebookstaed documents (and all copies or
reproductions of such materials in her possessi@omtrol) belonging to the Company. Notwithstamgihe foregoing, the Executive may
retain her rolodex and similar phone directoriesléctively, the "Rolodex") to the extent the Rodxddoes not contain information other than
name, address, telephone number and similar intiwmaprovided that, at the request of the Compémy Executive shall provide the
Company with a copy of the Rolodex.

9.9 Nondisparagement.

(@) During the Employment Term and thereatte, Executive shall not with willful intent to dageeconomically or as to reputation or
vindictively disparage the Company, its subsidmoetheir respective past or present officergalars or employees (the "Protected Grou
provided that the foregoing shall not apply tce@}ions or statements taken or made by the Executiile employed by the Company in
good faith as fulfilling the Executive's duties wthe Company or otherwise at the request of theg2amy, (i) truthful statements made in
compliance with legal process or governmental inguiii) as the Executive in good faith deems resegy to rebut any untrue or misleading
public statements made about her or any other meailitbe Protected Group, (iv) statements madeoddgaith by the Executive to rebut
untrue or misleading statements made about hemoother member of the Protected Group by any mewitthe Protected Group, and (v)
normal commercial puffery in a competitive businsissation. No member of the Protected Group dbet third party beneficiary of this
Section 9.9(a).

(b) During the Employment Term and thereafteither the Company officially nor any then membiethe Executive Leadership Team (or
the equivalent) of the Company, as such term igatly used within the Company, shall with willfatent to damage the Executive
economically or as to reputation or otherwise \dtidely disparage the Executive, provided the foreg shall not apply to (i) actions or
statements taken or made in good faith within tbenfany in fulfilling duties with the Company, (tffuthful statements made in compliance
with legal process, governmental inquiry or as megliby legal filing or disclosure requirements) @s in good faith deemed necessary to
rebut any untrue or misleading statements by trecitive as to any member of the Protected Growpnormal commercial puffery in a
competitive business situation.

(c) Inthe event of a material breach or tteratl material breach of clauses (a) or (b) abtreeCompany or the Executive, as the case
be, in addition to its or the Executive's other eelies at law or in equity, shall be entitled taiimgtive or other equitable relief in order to
enforce or prevent any violations of this Sectioh 9

9.10 Pooling of Interests. If the Compasiynivolved in any proposed business combinationisheontemplated to be accounted for as a
pooling of interests, the Executive agrees to coaipewith the reasonable requests of the Compatiyregjard to the exercise of stock
options, the sale of Company stock or other mattescould affect the ability of the combinatiantte accounted for as a pooling of intere

10. Liability Insurance

The Company shall cover the Executive undezatiirs and officers liability insurance both durangd, while potential liability exists, after
the Employment Term in the same amount and todhesxtent, if any, as the Company covers its aiffers and director:



11. Assignment

11.1  Assignment by the Company. This Agreemaat and shall be assigned or transferred to, aaitilsh binding upon and shall inure to
the benefit of, any successor of the Company, agdsach successor shall be deemed substituted fuurposes of the "Company" under the
terms of this Agreement. As used in this Agreemtrat term "successor" shall mean any person, fiorporation or business entity which at
any time, whether by merger, purchase, or othernaisguires all or substantially all of the asséthe Company. Notwithstanding such
assignment, the Company shall remain, with suchessor, jointly and severally liable for all itslightions hereunder. Except as herein
provided, this Agreement may not otherwise be assidy the Company.

11.2  Assignment by the Executive. This Agreenieenot assignable by the Executive. This Agredrsiall inure to the benefit of and be
enforceable by the Executive's personal or legaksentatives, executors, and administrators, ssocg heirs, distributees, devisees, and
legatees. If the Executive should die while any ant® payable to the Executive hereunder remairtandsng, all such amounts, unless
otherwise provided herein, shall be paid in acaocdavith the terms of this Agreement to the Exeelgidevisee, legatee, or other designee
or, in the absence of such designee, to the Exetsiestate.

12. Legal Remedies

12.1 Payment of Legal Fees. The Company shgltipe Executive's reasonable legal fees and asstiated with entering into this
Agreement. To the fullest extent permitted by l#tve, Company shall promptly pay upon submissiontatesments all legal and other
professional fees, costs of litigation, prejudgmatdrest, and other expenses incurred in conneetith any dispute arising hereunder;
provided, however, the Company shall be reimbubsetthe Executive for (i) the fees and expensesrazkain the event the Executive's
claim is in a material manner in bad faith or fiiwes and the arbitrator or court, as applicabléemeines that the reimbursement of such fees
and expenses is appropriate, or (ii) to the exteattthe arbitrator or court, as appropriate, aetees that such legal and other professional
fees are clearly and demonstrably unreasonable.

12.2  Arbitration. All disputes and controvess&ising under or in connection with this Agreemether than the seeking of injunctive or
other equitable relief pursuant to Section 9 herslodll be settled by arbitration conducted befopanel of three (3) arbitrators sitting in New
York City, New York, or such other location agrdsdthe parties hereto, in accordance with the ridesxpedited resolution of commercial
disputes of the American Arbitration Associatioerhin effect. The determination of the majoritytloé arbitrators shall be final and binding
on the parties. Judgment may be entered on thedafdine arbitrator in any court having propergdiction. All expenses of such arbitration,
including the fees and expenses of the counséleoEkecutive, shall be borne by the Company an&xeeutive shall be entitled to
reimbursement of her expenses as provided in $etfidl hereof.

12.3 Notice. Any notices, requests, demandstler communications provided for by this Agreetrsdrall be sufficient if in writing and if
delivered personally, sent by telecopier, sentrbgwaernight service or sent by registered or dedifmail. Notice to the Executive not
delivered personally (or by telecopy where the Exge is known to be) shall be sent to the lastraslslon the books of the Company, and
notice to the Company not delivered personallybfotelecopy to the known personal telecopy of thespn it is being sent to) shall be sent to
it at its principal office. All notices to the Compy shall be delivered to the Chief Executive @ffizvith a copy to the senior legal officer.
Delivery shall be deemed to occur on the earliexatfial receipt or tender and rejection by thenidésl recipient.

12.4  Continued Payments. In the event afteh@nGe in Control either party files for arbitratimnresolve any dispute as to whether a
termination is for Cause or Good Reason, until dispute is determined by the arbitrators, the Hiee shall continue to be treated
economically and benefit wise in the manner asddayeher in the arbitration effective as of theedat the filing of the arbitration, subject to
the Executive promptly refunding any amounts paitiér, paying the cost of any benefits provideddpand paying to the Company the
profits in any stock option or other equity awaedgrcised or otherwise realized by her during #mdency of the arbitration which she is
ultimately held not to be entitled to; provided #@mbitrators may terminate such payments and bsrinfthe event that they determine at any
point that the Executive is intentionally delayicanclusion of the arbitration.

13. Miscellaneous

13.1 Entire Agreement. This Agreement, excephé extent specifically provided otherwise hersirpersedes any prior agreements or
understandings, oral or written, between the patereto or between the Executive and the Compuittyrespect to the subject matter hel
and constitutes the entire Agreement of the pawigsrespect to the subject matter hereof. Toetktent any severance plan or program of the
Company that would apply to the Executive is mapeagous to the Executive than the provisions hethefExecutive shall be entitled to ¢
additional payments or benefits which are not dugpive, but shall otherwise not be eligible fortsyptan or program.

13.2 Moadification. This Agreement shall not\zgied, altered, modified, canceled, changed, anynway amended, nor any provision
hereof waived, except by mutual agreement of thiegsain a written instrument executed by the partiereto or their legal representatives.

13.3 Severability. In the event that any primrisor portion of this Agreement shall be deterrdite be invalid or unenforceable for any
reason, the remaining provisions of this Agreenséall be unaffected thereby and shall remain inféute and effect.

13.4 Counterparts. This Agreement may be erecuttwo (2) or more counterparts, each of whitdllsbe deemed to be an original, bu
of which together will constitute one and the sakgeeement



13.5 Tax Withholding. The Company may withhfitsim any benefits payable under this Agreemertfedlieral, state, city, or other taxes as
may be required pursuant to any law or governmeatallation or ruling.

13.6 Beneficiaries. The Executive may desigoateor more persons or entities as the primarjoamontingent beneficiaries of any
amounts to be received under this Agreement. Sestgdation must be in the form of a signed writingeptable to the Board or the Board's
designee. The Executive may make or change sudgnadisn at any time.

13.7 Representation. The Executive represbatgtie Executive's employment by the Company hegérformance by the Executive of
her obligations under this Agreement do not, aradl stot, breach any agreement that obligates hkeép in confidence any trade secrets or
confidential or proprietary information of her dramy other party, to write or consult to any otparty or to refrain from competing, directly
or indirectly, with the business of any other pafithe Executive shall not disclose to the Company, the Company shall not request that the
Executive disclose, any trade secrets or confideatiproprietary information of any other party.

14. Governing Law

The provisions of this Agreement shall be carest and enforced in accordance with the laws®fthte of Delaware, without regard to
otherwise applicable principles of conflicts of kw

IN WITNESS WHEREOF, the Executive and the Conyplaave executed this Agreement, as of the dayaadfirst above written.

/s/Mary L. Howell
Mary L. Howell

TEXTRON INC.

By:_/s/Terrence O'Donnell
Name: Terrence O'Donnell
Title: EVP, General Counsel

Exhibit A
Parachute Gross Up

(&) Inthe event that the Executivelldiecome entitled to payments and/or benefits jolex by this Agreement or any other amounts
in the "nature of compensation” (whether pursuaihé terms of this Agreement or any other plararagement or agreement with the
Company, any person whose actions result in a éhahgwnership or effective control covered by 8c280G(b)(2) of the Code or any
person affiliated with the Company or such persma result of such change in ownership or effeatontrol (collectively the "Company
Payments"), and such Company Payments will be sutgjghe tax (the "Excise Tax") imposed by Sectl®89 of the Code (and any similar
tax that may hereafter be imposed by any taxingaity) the Company shall pay to the Executivehattime specified in subsection (d) be
an additional amount (the "Gross-up Payment") shahthe net amount retained by the Executiver diéduction of any Excise Tax on the
Company Payments and any U.S. federal, state,ariddal income or payroll tax upon the Gross-upriant provided for by this paragraph
(a), but before deduction for any U.S. federalestand local income or payroll tax on the CompBayments, shall be equal to the Company
Payments.

(b) For purposes of determining whetrgy of the Company Payments and Gross-up Payr(eaiksctively the "Total Payments™)
will be subject to the Excise Tax and the amourduath Excise Tax, (x) the Total Payments shall&éatéd as "parachute payments” within
the meaning of Section 280G(b)(2) of the Code,ahtparachute payments" in excess of the "baseuatidas defined under Code Section
280G(b)(3) of the Code) shall be treated as sulbjettte Excise Tax, unless and except to the ettantin the opinion of the Company's
independent certified public accountants appoiptént to any change in ownership (as defined utate Section 280G(b)(2)) or tax
counsel selected by such accountants (the "Accotgi)asuch Total Payments (in whole or in partheitdo not constitute "parachute
payments,"” represent reasonable compensationriaces actually rendered within the meaning of Bac280G(b)(4) of the Code in excess
of the "base amount" or are otherwise not subfetité Excise Tax, and (y) the value of any non-daesiefits or any deferred payment or
benefit shall be determined by the Accountantooedance with the principles of Section 280G ef@ode.

(c) For purposes of determining the anmi@f the Grossp Payment, the Executive shall be deemed to p8yfdderal income taxes
the highest marginal rate of U.S. federal inconxatian in the calendar year in which the G-up Payment is to be made and state and



income taxes at the highest marginal rate of tardti the state and locality of the Executive'sdesce for the calendar year in which the
Company Payment is to be made, net of the maxineaimation in U.S. federal income taxes which cowdbtained from deduction of such
state and local taxes if paid in such year. Inebent that the Excise Tax is subsequently detewdriiyethe Accountants to be less than the
amount taken into account hereunder at the tim&tioss-up Payment is made, the Executive shallyrapthe Company, at the time that the
amount of such reduction in Excise Tax is finalgtefmined, the portion of the prior Grags-Payment attributable to such reduction (plus
portion of the Gross-up Payment attributable toEkeise Tax and U.S. federal, state and local irectam imposed on the portion of the
Gross-up Payment being repaid by the Executivedhsepayment results in a reduction in Excise drax U.S. federal, state and local
income tax deduction), plus interest on the amo#@istich repayment at the rate provided in Sect®i{b)(2)(B) of the Code.
Notwithstanding the foregoing, in the event anytiporof the Gros-up Payment to be refunded to the Company has fdrto any U.S.
federal, state and local tax authority, repaymieateof (and related amounts) shall not be requirgifl actual refund or credit of such portion
has been made to the Executive, and interest payaltihe Company shall not exceed the interestwed®r credited to the Executive by st
tax authority for the period it held such portidie Executive and the Company shall mutually agpen the course of action to be pursued
(and the method of allocating the expense theretfe Executive's claim for refund or credit isnited.

In the event that the Excise Tax is lattednined by the Accountant or the Internal Reve®ervice to exceed the amount taken into
account hereunder at the time the Gross-up Paymemdde (including by reason of any payment theterce or amount of which cannot be
determined at the time of the Gross-up Paymerg)Citbmpany shall make an additional Gross-up Paymesspect of such excess (plus any
interest or penalties payable with respect to sxdess) at the time that the amount of such exsdsmlly determined.

(d) The Gross-up Payment or portiomeb&provided for in subsection (c) above shalpbal not later than the thirtieth (30th) day
following an event occurring which subjects the E&xese to the Excise Tax; provided, however, th#hé amount of such Gross-up Payment
or portion thereof cannot be finally determinedoomefore such day, the Company shall pay to thective on such day an estimate, as
determined in good faith by the Accountant, of tfieimum amount of such payments and shall payehsmder of such payments (together
with interest at the rate provided in Section 1BJ@)(B) of the Code), subject to further paymgmissuant to subsection (c) hereof, as soon
as the amount thereof can reasonably be deterntinéd) no event later than the ninetieth day afteroccurrence of the event subjecting the
Executive to the Excise Tax. In the event thataimunt of the estimated payments exceeds the araobséquently determined to have been
due, such excess shall constitute a loan by thep@oynto the Executive, payable on the fifth dagraftemand by the Company (together \
interest at the rate provided in Section 1274(YRdf the Code).

(e) Inthe event of any controversyhwiie Internal Revenue Service (or other taxing@rity) with regard to the Excise Tax, the
Executive shall permit the Company to control isstedated to the Excise Tax (at its expense), peaithat such issues do not potentially
materially adversely affect the Executive, but Bxecutive shall control any other issues. In theng¢the issues are interrelated, the Executive
and the Company shall in good faith cooperate swa$o jeopardize resolution of either issue,ibtite parties cannot agree the Executive
shall make the final determination with regardhe issues. In the event of any conference withtaxipng authority as to the Excise Tax or
associated income taxes, the Executive shall pehmitepresentative of the Company to accompaniztieeutive, and the Executive and the
Executive's representative shall cooperate wittCtheapany and its representative.

() The Company shall be responsibleafbcharges of the Accountant.

() The Company and the Executive gm@inmptly deliver to each other copies of any writtommunications, and summaries of any
verbal communications, with any taxing authoritgaeding the Excise Tax covered by this Exhibit B.



Exhibit 10.z
AMENDED AND RESTATED
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT, is entered inas of this 4th day of May, 2006 by and between bexinc. (the "Company"), a
Delaware corporation having its principal office4@Westminster Street, Providence, Rhode Isla®®@®2nd John D. Butler (the
"Executive").

WITNESSETH

WHEREAS, the Executive is presently emptbipg the Company;

WHEREAS, the Company desires to continuentploy the Executive and the Executive is willingontinue to be employed by the
Company;

WHEREAS, the Company and the Executiveredtéto an employment agreement as of July 238 18& "Employment Agreement");
and

WHEREAS, the Company and the Executiverddsi set forth the terms and conditions of suattinoaed employment in this Amended
and Restated Employment Agreement (the "Agreement")

NOW THEREFORE, in consideration of the fpoimg and of the mutual covenants and agreemerteqgfarties set forth in this
Agreement, and of other good and valuable condiderghe adequacy and receipt of which is ackndgdal, the parties hereto agree as
follows:

1.  Term of Employment

The Company hereby agrees to contiawgriploy the Executive and the Executive herebgptsccontinued employment, in
accordance with the terms and conditions set foetiein, for a term (the "Employment Term") commagabn the date hereof (the "Effective
Date") and terminating, unless otherwise terminai@dier in accordance with Section 5 hereof, antltird anniversary of the Effective Date
(the "Original Employment Term"), provided that tBmployment Term shall be automatically extendetject to earlier termination as
provided in Section 5 hereof, for successive aoditi one (1) year periods (the "Additional Termsifless, at least ninety (90) days prior to
the end of the Original Employment Term or the tAelditional Term, the Company or the Executive hasfied the other in writing that the
Employment Term shall terminate at the end of ke tcurrent term.

2. Position and Responsibilities

During the Employment Term, the Exeaaihall serve as the Executive Vice PresidentGinidf Human Resources Officer of the
Company or in such higher capacity as agreed bgZtmpany and the Executive. The Executive shathntegxclusively to the Chief
Executive Officer and the Board of Directors of empany (the "Board"). The Executive shall, to éeent appointed or elected, serve on
the Board as a director and as a member of any deenof the Board, in each case, without additi@eanpensation. The Executive shall, to
the extent appointed or elected, serve as a directas a member of any committee of the boardh@equivalent bodies in a non-corporate
subsidiary or affiliate) of any of the Company'dsidiaries or affiliates and as an officer or ergpl® (in a capacity commensurate with his
position with the Company) of any such subsidiacieaffiliates, in all cases, without additionahgpensation or benefits and any
compensation paid to the Executive, or benefitsigesl to the Executive, in such capacities shak loseedit with regard to the amounts due
hereunder from the Company. The Executive shaktthties, authorities and responsibilities gengr@mmensurate with the duties,
authorities and responsibilities of persons in Eingapacities in similarly sized companies subjed¢he By-laws of the Company and the
organizational structure of the Company. The Exeelghall devote substantially all of his busingsee, attention and energies to the
performance of his duties hereunder, provided dnegioing will not prevent the Executive from pdgating in charitable, community or
industry affairs, from managing his and his fansilgersonal passive investments, and (with the cwrmgehe Chief Executive Officer or the
Organization and Compensation Committee (or iteessor) of the Board (the "O&C Committee"), whicmsent will not be unreasonably
withheld, conditioned or delayed) serving on thardoof directors of other companies, provided thase activities do not materially interf
with the performance of his duties hereunder oatera potential business conflict or the appeartirereof. The Company has consented to
the Executive's services on the boards of direcibasy, on which the Executive currently serwghjch boards the Executive has disclose
writing to the O&C Committee. The Executive mayaiatany compensation or benefits received as dt refsconsented to service as a
director of entities not related to the Company.

3. Compensation and Benefits

During the Employment Term, the Compahall pay and provide the Executive the followi



3.1 Base Salary. The Company shall payttexutive a base salary (the "Base Salary") innanuamt which shall be established from
time to time by the O&C Committee (or as otherwdssignated by the Board), provided, however, thelh $ase salary rate shall not be less
than his current rate of base salary. Base Saltealy Ise paid to the Executive in accordance with@ompany's normal payroll practices for
executives. Base Salary shall be reviewed at lautally to ascertain whether, in the judgmenhefreviewing committee, such Base Salary
should be increased. If so increased, Base Satatlrot be thereafter decreased and shall therea® increased, be the Base Salary
hereunder.

3.2 Annual Bonus. The Company shall protideExecutive with the opportunity to earn an atrmmash bonus under the Company's
current annual incentive compensation plan for ettees or a replacement plan therefor at a levelroensurate with his position, provided
that the minimum annual target award payable uperathievement of reasonably attainable objec&rfopmance goals shall be at least f
percent (50%) of Base Salary.

3.3 Long-Term Incentives. The Company spailide the Executive the opportunity to earn kb@gn incentive awards under the curi
equity and cash based plans and programs or reptante therefor at a level commensurate with theeatiaggregate opportunity being
provided to the Executive.

3.4 Employee Benefits. The Executive shialthe extent eligible, be entitled to participate level commensurate with his position il
employee benefit welfare and retirement plans andrams, as well as equity plans, generally praviog the Company to its senior
executives in accordance with the terms thereai affect from time to time. Such plans and progsamarrently include, without limitation,
the Amended and Restated Supplemental Retiremantf® Textron Inc. Key Executives (the "SERP"g 994 Long-Term Incentive Plan,
the Key Executive Program (including the Defernacoime Plan, the Supplemental Benefits Plan (thée®"3Bnd the Survivor Benefit Plan),
group term life insurance plan, comprehensive heaiajor medical, vision and dental insurance plrgshort-term and long-term disability
plans. Notwithstanding anything in the SERP, Penmice Share Units granted after 2005 shall nobhsidered when determining the
benefit under the SERP.

3.5 Vacation. The Executive shall be eadiitlo paid vacation in accordance with the standaitten policies of the Company with reg;
to vacations of executives, but in no event leas flour (4) weeks per calendar year.

3.6 Perquisites. The Company shall protidihe Executive, at the Company's cost, all peitps to which other senior executives of
Company are generally entitled to receive and sdiclr perquisites which are suitable to the charadftthe Executive's position with the
Company and adequate for the performance of hieglbereunder but not less than the level beingiged on the date hereof except as
otherwise required because of changes in law. &@ttent legally permissible, the Company shalltrest such amounts as income to the
Executive.

3.7 Right to Change Plans. The Company sleabe obligated by reason of this Section Jstifute, maintain, or refrain from changi
amending, or discontinuing any benefit plan, pragrar perquisite, so long as such changes areaslyndpplicable to executive employees
generally and provided that the benefits or addéiaredit specifically as set forth in Section Be8ow shall not be diminished.

4. Expenses

Upon submission of appropriate docuraton, in accordance with its policies in effearfr time to time, the Company shall pay, or
reimburse, the Executive for all ordinary and nsaegexpenses, in a reasonable amount, which teeuixe incurs in performing his duties
under this Agreement including, but not limitedttayvel, entertainment, professional dues and sigtgms, and all dues, fees, and expenses
associated with membership in various professidnadiness, and civic associations and societiesioh the Executive participates in
accordance with the Company's policies in effemtiftime to time.

5. Termination of Employment

The Executive's employment with the @any (including but not limited to any subsidiaryaffiliate or the Company) and the
Employment Term shall terminate upon the occurreri¢be first of the following events:

€)) Automatically on the date of the Exécels death.

(b) Upon thirty (30) days' written noticg the Company to the Executive of a termination @uBisability, provided such notice is
delivered during the period of Disability. The tetBisability” shall mean, for purposes of this Agneent, the inability of the Executive, due
to injury, iliness, disease or bodily or mentairmiity, to engage in the performance of his mataehiies of employment with the Company
contemplated by Section 2 herein for a period ofariban one hundred eighty (180) consecutive dajer@ period that is reasonably
expected to exist for a period of more than onedhech eighty (180) consecutive days, provided thigrim returns to work of less than ten
(10) consecutive business days in duration shalbaaleemed to interfere with a determination ofsezutive absent days if the reason for
absence before and after the interim return arsdhee. The existence or non-existence of a Disabliall be determined by a physician
agreed upon in good faith by the Executive (orbesentatives) and the Company. It is expresulgrstood that the Disability of the
Executive for a period of one hundred eighty (18@)secutive days or less shall not constitutelartaby him to perform his duties hereun
and shall not be deemed a breach or default anBixeeutive shall receive full compensation for angh period of Disability or for any other
temporary illness or incapacity during the terntta$ Agreement



(©) Immediately upon written notice by thempany to the Executive of a termination due sorbtirement at or after the Executive's
attainment of age sixty-five (65).

(d) Immediately upon written notice by fiempany to the Executive of a termination for Capsevided such notice is given within
ninety (90) days after the discovery by the Boarthe Chief Executive Officer of the Cause evertt has been approved by the O&C
Committee at a meeting at which the Executive daaddunsel had the right to appear and addressmeeling after receiving at least five
business days written notice of the meeting anslorable detail of the facts and circumstances eldita provide a basis for such terminat
The term "Cause" shall mean, for purposes of tigiseA@ment: (i) an act or acts of willful misrepretsgion, fraud or willful dishonesty (other
than good faith expense account disputes) by tleelkxe which in any case is intended to resultignor another person or entity's
substantial personal enrichment at the expendgeaCbmpany; (i) any willful misconduct by the Extige with regard to the Company, its
business, assets or employees that has, or wasléttdéo have, a material adverse impact (econonvtherwise) on the Company; (i) any
material, willful and knowing violation by the Exative of (x) the Company's Business Conduct Guigdlj or (y) any of his fiduciary duties
to the Company which in either case has, or wahided to have, a material adverse impact (econongtherwise) on the Company; (iv) the
willful or reckless behavior of the Executive withgard to a matter of a material nature which hasgerial adverse impact (economic or
otherwise) on the Company; (v) the Executive'sfuliflailure to attempt to perform his duties un&erction 2 hereof or his willful failure to
attempt to follow the legal written direction oftiBoard, which in either case is not remedied witeh (10) days after receipt by the
Executive of a written notice from the Company sfyarg the details thereof; (vi) the Executive'snweation of, or pleading noloontendere
or guilty to, a felony (other than (x) a traffidiiaction or (y) vicarious liability solely as a tédsof his position provided the Executive did not
have actual knowledge of the actions or inactiorating the violation of the law or the Executiedied in good faith on the advice of coun
with regard to the legality of such action or inawt(or the advice of other specifically qualifiptbfessionals as to the appropriate or proper
action or inaction to take with regard to mattetsol are not matters of legal interpretation))(\or) any other material breach by the
Executive of this Agreement that is not cured by Executive within twenty (20) days after receipthe Executive of a written notice from
the Company of such breach specifying the deta@eebf. No action or inaction should be deemeduwliif not demonstrably willful and if
taken or not taken by the Executive in good fagmat being adverse to the best interests of tlrepaay. Reference in this paragraph (d) to
the Company shall also include direct and indisettsidiaries of the Company, and materiality antensl adverse impact shall be measured
based on the action or inaction and the impact paod not the size of, the Company taken as a whodeided that after a Change in
Control, the size of the Company, taken as a wisbiall be a relevant factor in determining matéayiand material adverse impact.

(e) Upon written notice by the Companyhe Executive of an involuntary termination with@duse. A notice by the Company of non-
renewal of the Employment Term pursuant to Sectiaove shall be deemed an involuntary terminaifche Executive by the Company
without Cause as of the end of the Employment Téuhthe Executive may terminate at any time afterreceipt of such notice and shall be
treated as if he was terminated without Cause asdaf date.

® Upon twenty (20) days' written noticg the Executive to the Company of a terminationGood Reason (which notice sets forth in
reasonable detail the facts and circumstances ethimprovide a basis for such termination) unteesGood Reason event is cured within
such twenty (20) day period. The term "Good Reasball mean, for purposes of this Agreement, withbea Executive's express written
consent, the occurrence of any one or more ofdaheving: (i) the assignment to the Executive ofids materially inconsistent with the
Executive's then authorities, duties, responsiédjtand status (including offices, titles, andoréipg requirements), or any reduction in the
Executive's then title, position (including but fiatited to as a member of the Management Commdtesny functional replacement
therefor), reporting lines or a material reduct{other than temporarily while Disabled or otherwiiseapacitated) in his then status,
authorities, duties, or responsibilities or, ifihee director of the Company, failure to be nomidaiereelected as a director of the Company or
removal as such; (ii) relocation of the Executikand the principal office of the Company (excludirgisonable travel on the Company's
business to an extent substantially consistent tighExecutive's business obligations) or relocatibthe principal office of the Company t
location which is at least fifty (50) miles frometlCompany's current headquarters, provided, howeihe Executive at the time of the
relocation is not located at the principal offisach relocation provision shall apply based orthes location; (i) a reduction by the
Company in the Executive's Base Salary; (iv) acédo in the Executive's aggregate level of pgwttion in any of the Company's short
and/or long-term incentive compensation plansnapleyee benefit or retirement plans, policies, peas, or arrangements in which the
Executive participated as of the Effective Dateafter a Change in Control, participated immedygpeior to the Change in Control; (v) the
failure of the Company to obtain and deliver to Ehezcutive a satisfactory written agreement from surccessor to the Company to assume
and agree to perform this Agreement; or (vi) arheomaterial breach by the Company of this Agrednéme Executive waives as a Good
Reason event the change in the SERP made by tteelasnce of Section 3.4 hereof.

(9) Upon written notice by the Executivethe Company of the Executive's voluntary termoratf employment without Good Reason
(which the Company may, in its sole discretion, makective earlier than any notice date). A nobigehe Executive of non-renewal of the
Employment Term pursuant to Section 1 above skatldemed a voluntary termination by the Executiitbaut Good Reason as of the end
of the Employment Term.

6. Conseguences of a Termination of Employment

6.1 Termination Due to Death or Retiremérthe Employment Term ends on account of the Hiee's termination due to death
pursuant to Section 5(a) above or retirement putsioaSection 5(c) above, the Executive (or thedadtige's surviving spouse, or other
beneficiary as so designated by the Executive duria lifetime, or to the Executive's estate, garapriate) shall be entitled, in lieu of any
other payments or benefits, subject to Section, T¢€)) payment promptly of any unpaid Base Salanpaid annual incentive compensation
(for the preceding fiscal year) and any accruedtiag, (ii) reimbursement for any unreimbursed bass expenses incurred prior to the date
of termination, and (iii) any amounts, benefitfrorges due under any equity, benefit or fringenplgrant or program in accordance with the
terms of said plan, grant or program but withoytlahation (collectively, the "Accrued Obligations'lh addition, in the event the terminati



is as a result of Executive's death, the earlyatent factor under Section 2.03 of the SERP #&lgatine hundred percent (100%) and the age
requirement in Section 2.05 of the SERP shall pptyaand a death benefit shall be paid in accordavith such Section in all instances.

6.2 Termination Due To Disability. If theriployment Term ends as a result of Disability pargio Section 5(b) above, the Executive
shall be entitled, in lieu of any other paymentdenefits, subject to Section 7(b) and Section Fée¢of, to any Accrued Obligations and the
following:

@) Payment, during January of the calegdar following the date of the Executive's terntim@ of an amount equal to three hundred
percent (300%) of the Executive's target annuarntize compensation award established for thelfisgar during which the Executive's
termination occurs (the "Termination Year TargehBg").

(b) Continued monthly payment for two ame dalf (2 1/2) years of an amount equal to thecktree's monthly Base Salary rate redt
by any disability benefits received by the Execaitinder the Company's long term disability plantti@ corresponding period.

(c) Payments and benefits as set fortrertiBn 6.3(c)-(j) hereof.

(d) The Executive shall be deemed to hatisfeed the definition of "total disability" undéne 1994 Long-Term Incentive Plan or the
equivalent definition under any successor planetizer

(e) The Executive's early retirement factoder Section 2.03 of the Company's SERP shalhlkeehundred percent (100%) (i.e. provic

a fifty percent (50%) of Final Average Compensatiemefit) under the Company's SERP, provided tfeabenefits payable under the SERP
that are in excess of the benefits that the Exeeuwtiould receive thereunder without such increasaty retirement factor shall not comme
to be paid until two and one half (2 1/2) yearsiafhe date of the termination of employment.

6.3 Involuntary Termination by the Compafiithout Cause or Termination by the Executive fao@ Reason. If the Executive is
involuntarily terminated by the Company without Gaun accordance with Section 5(e) above or thelke terminates his employment:
Good Reason in accordance with Section 5(f) alineeExecutive shall be entitled, in lieu of anyatpayments or benefits, subject to
Section 7(b) hereof, to any Accrued Obligations tmedfollowing:

(@) Payment, during January of the calegdar following the date of the Executive's terntiim@ of an amount equal to the Executive's
Termination Year Target Bonus multiplied by a fraet the numerator of which is the number of daysnd) the fiscal year of the Executive's
termination that the Executive was employed byGbepany and the denominator is three hundred $indy(365), provided that in no event
shall such payment exceed fifty percent (50%) effermination Year Target Bonus.

(b) Continued payment off payroll for twodaone-half (2 1/2) years (in approximately equahthly installments) of an amount equal to
two and one-half (2 1/2) times the sum of: (i) Ehescutive's Base Salary, and (ii) the greatengftiie Termination Year Target Bonus, or (y)
the Executive's highest annual incentive compemsativard earned during the last three (3) fiscatsyending prior to the fiscal year of
termination (whether or not deferred) (the sumiodiid (ii) being hereinafter referred to as "FiAainual Compensation™).

(c) To the extent eligible at such timeibthe Executive would be eligible with credit fan additional two and one half (2 1/2) years of
age and service credit, coverage under all appéaaiiree health and other retiree welfare plamsie Executive and his dependents
(including, if he is only eligible because of thdra age and service credit, an adjustment, tettient necessary, to put the Executive in the
same after-tax position as if he had been elidiMeuch coverage) and, if not eligible for contiduhealth coverage under the retiree health
plan, payment of the Executive's and Executivéghdé dependents' COBRA continuation health cogenaremiums for the Company's
health insurance plan that generally applies téosexecutives for the two and one-half (2 1/2)ryeeriod following the date of termination
or, if earlier, until the Executive and Executivéépendents cease to be eligible for such covepageided that, if COBRA coverage cannot
be provided for the full period, any excess peshdll be covered under (d) below (and further gtedithat, if such premiums are taxable to
the Executive, an adjustment such that the Exeelis no after tax cost for the providing of SUBRA coverage).

(d) To the extent eligible on the dateesfitination, continued participation, at no additibafter tax cost to the Executive than the
Executive would have as an employee, in all welfdams (other than medical plans covered undeaitfoye), until two and one-half (2 1/2)
years after the date of termination; provided, heavethat in the event the Executive obtains o#mployment that offers substantially sim
or improved benefits, as to any particular welfalen, such continuation of coverage by the Comganguch benefits under such plan shall
immediately cease. To the extent such coverageotdenprovided under the Company's welfare bepkdits without jeopardizing the tax
status of such plans, for underwriting reasonsegahse of the tax impact on the Executive, the Gmypghall pay the Executive an amount
such that the Executive can purchase such besefi@rately at no greater after tax cost to the lkaxthan the Executive would have had if
the benefits were provided to the Executive asmapl@yee.

(e Two and one-half (2 1/2) additional geaf service (including age as if such service e@sapleted) and compensation credit (at the
Executive's "Then Compensation Level") for bengfitposes under any defined benefit type retiremlemt, including but not limited to the
SERP and the SBP if then in effect, and, if thedtkige is not eligible to receive benefits undey anch plan on the date of termination, two
and one-half (2 1/2) additional years of age faedwrining eligibility to receive such benefits, pided that benefits under any such plan will
not commence until the Executive actually attahesrequired distribution age under the plan orBkecutive's spouse qualifies for death
benefits under such plan and further provided thiah regard to any plan qualified under Sectiof (&) of the Internal Revenue Code



1986, as amended (the "Code"), the additional ansauay be provided on a nonqualified plan basisddition, and notwithstanding the
foregoing, with regard to the SERP the Executieaidy retirement factor under Section 2.03 shalbie hundred percent (100%) (i.e.
providing a fifty percent (50%) of Final Average i@pensation benefit) upon such termination of emmplegt, provided that the benefits
payable under the SERP that are in excess of thefibethat would be received thereunder withoetititreased early retirement factor
provided for in this sentence shall not commendeetpaid until two and one-half (2 1/2) years afigch termination of employment and all
benefits under the SERP (which have not yet themeenced to be paid) shall be paid at such timeitfwgtanding the proviso in the prior
sentence. "Then Compensation Level" shall meamanal rate of compensation equal to the sum dfiial Annual Compensation and (ii)
the performance units and performance share umitsd with respect to the measurement periods gradiar about the end the fiscal year
immediately preceding the year of termination te éxtent recognized in the definition of "Comp¢iosd under the applicable plan; in the
case of the SERP as provided in Section 3.4 ahasiethat no amounts deemed earned in respect foffpemnce share units in 2008 (i.e. any
grant after the 2005 grant) or later years shalhbkided in Compensation for purposes of the SER®yided, however, that with respect to
the year of termination, in lieu of utilization tife amount in clause (ii) above, the Executive bélldeemed to have received in the year of
termination the full amount of performance unitsl @erformance share units earned with regard tonieesuring periods ending on or about
the end of the fiscal year immediately precedireytear of termination (whether or not such amosiaiciually paid to the Executive prior to
the date of termination); provided, further, thaher than as set forth in the immediately precggiroviso, the amounts described in clause
(i) above shall be included in "Compensation" unitie plans referred to in this Section 6.3(e)én bf any amounts actually paid to the
Executive in respect of performance units and perémce share units in the year of termination hede@after.

® Payment promptly after termination wibtand one-half (2 1/2) times the amount of the imarm Company annual contribution or
match to any defined contribution type plan in vihibe Executive participates.

(9) Immediate full vesting of any outstamglistock options that would vest within two and baéf (2 1/2) years after such termination of
employment as if the Executive had continued empkayt for such two and one half (2 1/2) year periodhe extent permitted under the

or grant, or if such vesting is not permitted, alcpayment equal to the difference between therfanket value of the shares covered by the
unvested options and the exercise price of suclkstad options (the "Spread”) on the date of terfiwnaand, in both cases, to the extent :
options are exercisable for less than two and thueeters (2 3/4) years after termination (oreffd, the remainder of the respective terms), a
cash payment equal to the Black-Scholes (baseldeosame methodology used for the Company's thest ldistributed proxy statement or, if
not so used, for internal valuation of the lastktoption grants made by the Company prior to émmination) future value of such options
the lesser of two and three quarters (2 3/4) yeatise remainder of such terms (any such payméatslse made promptly after such
termination). The terms of the Executive's outsitagaptions are deemed to be modified to the extiired by this Section 6.3 (g).

(h) Payment when it would otherwise be paidccordance with the 1994 Long-Term IncentivenRif any amount due with regard to
performance share units outstanding on the daterwifination to the extent permitted under such ,pbéuns, outside of such plan, when it
would otherwise have been paid, an amount equhktamount the Executive would have received vatfard to any performance share u
outstanding at the time of termination that coudd Ime so paid. For purposes of calculating thegfoireg amounts, all discretionary
performance targets relating to the Executive'sviddal performance will be deemed to be fully askdd and the actual level of achievement
of all financial performance targets will be detéred as if the Executive continued to be employedugh the end of the applicable
measuring period.

0] Immediate full vesting of the Executiv@ccounts under the Deferred Income Plan, atttetextent not permitted under such plan, a
cash payment outside of the plan equal to the \@fitiee amount that would have vested under the. pla

) Continuation of participation for twmé one-half (2 1/2) additional years in the Compapyograms with regard to tax preparation
assistance and financial planning assistance,dilels and automobile (but based on the automokateliking used and no new one), in
accordance with the Company's programs in effettteatime of the termination.

6.4 Termination by the Company for Caus&emmination by the Executive without Good Readbthe Executive is terminated by the
Company for Cause or the Executive terminatesrigl@/ment without Good Reason, the Executive dimkntitled to receive all Accrued
Obligations.

7. No Mitigation/No Offset/Release

(@) In the event of any termination of eaywhent hereunder, the Executive shall be undemfigation to seek other employment and
there shall be no offset against any amounts dei&xiecutive under this Agreement on account oframuneration attributable to any
subsequent employment that the Executive may abti@& amounts payable hereunder shall not be sutbjsetoff, counterclaim,
recoupment, defense or other right which the Compaaly have against the Executive or others, exaggpecifically set forth in Section 9
hereof or upon obtaining by the Company of a finedppealable judgment against the Executive.

(b) Any amounts payable and benefits oitamtal rights provided pursuant to Section 6.héstthan Section 6.2(e)), Section 6.3 (other
than Section 6.3(k)) and Section 8.1 (other tharti@e 8.1(m)) beyond Accrued Obligations and amsumtrights due under law, and, in the
case of Section 6.3 and Section 8.1, beyond theofiamy amounts due (without execution of a relpaseer the Company severance
program then in effect, or, if greater, three ()nths Base Salary as severance, shall only be |gaijdbe Executive delivers to the Compe

a release of all claims of the Executive (othenttiise specifically payable or providable hereumaeor upon the applicable type of
termination and any rights of indemnification untee Company's organizational documents) with egmthe Company, its subsidiaries ¢
related entities and their respective past or ptesificers, directors and employees in such fosmeasonably requested by the Comp.



(c) Upon any termination of employment, nloe request of the Company, the Executive sladiNer to the Company a resignation
from all offices and directorships and fiduciarysjtimns of the Executive in which the Executiveésving with, or at the request of, the
Company or its subsidiaries, affiliates or bengifins.

(d) The amounts and benefits provided uis#mtions 6 and 8 hereof are intended to be inaumnd not duplicative of the amounts and
benefits due under the Company's employee berafis@nd programs to the extent they are duplieativ

(e) The intent of the parties is that alyments hereunder shall be in accordance with @ed09A of the Internal Revenue Code
("Section 409A") and this Agreement shall be intetpd accordingly. The parties shall modify thiségment as necessary to assure such
compliance. To the extent that the Executive iSpetified Employee,” within the meaning of Secd@9A, any payments paid as a result of
separation from service (within the meaning of Bect09A), other than upon death, shall not be paiil the earlier of six (6) months after
such separation from service and Executive's dé¢fa¢h'Delay Period") and all payments that otheeddecome due during such Delay Period
shall be promptly paid in a lump sum after it hagieed. Furthermore in such situation, to the eteguired by Section 409A, the Executive
shall pay the premiums of all benefits to be prediduring the Delay Period and shall promptly atterend of the Delay Period be
reimbursed by the Company therefor.

8. Changein Control

8.1 Employment Termination in Connectiothsa Change in Control. In the event of a Qualifyirermination (as defined below) duri
the period commencing one-hundred eighty (180) ¢aigs to the effective date of a Change in Condodl terminating on the second
anniversary of the effective date of a Change int@ (the "Change in Control Protection PeriodHgn in lieu of the benefits provided to 1
Executive under Section 6.3 of this Agreement, exttiiio Section 7(e), the Company shall pay the &kez the following amounts within
(except as otherwise provided) thirty (30) busirgegs of the Qualifying Termination (or, if latéihe effective date of the Change in Control;
in which case any amounts or benefits previousisgt parsuant to Section 6 shall be setoff againstéhunder this Section 8) and provide the
following benefits:

€)) Any Accrued Obligations.

(b) A lump-sum cash payment equal to tl{83eimes the highest rate of the Executive's Baaary rate in effect at any time up to and
including the date of the Executive's termination.

(c) A lump-sum cash payment equal to trerd®ed Portion (as determined in the next sentesfde greater of: (i) the Executive's
Termination Year Target Bonus or (ii) the Executvearned annual incentive award for the fiscat peiar to the fiscal year in which the
earlier of the Change in Control or the Qualifyibgrmination occurs (whether or not deferred). TRetated Portion" of the foregoing
amount shall be determined by multiplying such amday a fraction, the numerator of which is the t@mof days during the fiscal year of
termination that the Executive is employed by tleen@any, and the denominator of which is, three heshdixty-five (365).

(d) A lump-sum cash payment equal to tliBde¢imes the greater of: (i) the Executive's hgfrennual incentive compensation earned
over the three (3) fiscal years ending prior todhdier of the Change in Control or the Qualifyibgrmination (whether or not deferred); or
(i) the Executive's target incentive compensagstablished for the fiscal year in which the Exe@s date of termination occurs.

(e To the extent the Executive is eligibi@s eligible prior or after the Change in Contuaol if earlier, the Qualifying Termination) or
the Executive would be eligible with credit for additional three (3) years of age and service trediverage under all applicable retiree
health and other retiree welfare plans for the Htiee and the Executive's eligible dependents (idiclg an adjustment to the extent neces
to put the Executive on the same after tax basifsthe Executive had been eligible for such cogeda

® To the extent eligible prior or aftéret Change in Control (or, if earlier, the Qualifyifiermination), continued participation,
(coordinated with (e) above to the extent duplicgti at no additional after tax cost to the Exaeuthan the Executive would have as an
employee, in all welfare plans, until three (3) ngeafter the date of termination, provided, howetteat in the event the Executive obtains
other employment that offers substantially simdaimproved benefits, as to any particular welfalen, such continuation of coverage by the
Company for such similar or improved benefit unsiech plan shall immediately cease. To the exterti saverage cannot be provided under
the Company's welfare benefit plans without jeojzamg the tax status of such plans, for underwgitieasons or because of the tax impact on
the Executive, the Company shall pay the Execwtivamount such that the Executive can purchasebsrefits separately at no greater ¢
tax cost to him than he would have had if the highefere provided to him as an employee.

(9) A lump-sum cash payment of the actuigresent value equivalent (as determined in acsure with the most favorable (to the
Executive) overall actuarial assumptions and suigsich any of the Company's taxralified or nonqualified type defined benefit pensplan:
in which the Executive then participates) of theraed benefits accrued by the Executive as of #te df termination under the terms of any
nonqualified defined benefit type retirement pliaicjuding but not limited to, the SERP and the S&m] assuming the benefit was fully
vested (and commenced immediately on such terromatvithout regard to any minimum age or serviguiements. For this purpose, such
benefits shall be calculated with an early retiretrfactor under Section 2.03 of the SERP of onalheshpercent (100%) and under the
assumption that the Executive's employment contifialbowing the date of termination for three (8)lfyears (i.e., three (3) additional years
of age (including, but not limited to, for purpos#determining the actuarial present value, butthe commencement date of benefits for
calculation purposes (all of which shall be deetmecbommence on the date of termination)), compé@nséat the Executive's Then
Compensation Level) and service credits shall lokedy



(h) Three (3) times the amount of the maximCompany contribution or match to any definedtgbuation type plan in which the
Executive participates.

0] A lump-sum cash payment of the prodafat) the Interest Factor (as determined in thetsentence) multiplied by (ii) the
Executive's entire account balance under the Deddimcome Plan (or any replacement therefor), aluadditional amount equal to three (3)
times the match which the Company made for the &kexto such plan for the fiscal year ending imiaggly prior to the earlier of the
Change in Control or the Qualifying Termination.eThnterest Factor" shall be equal to one (1) puse (3) times the rate of earnings of the
Executive's account under such plan for the figear ending immediately prior to his termination.

)] Immediate full vesting of any outstamglistock options, performance share units (at maxirtevel) and other equity awards (and
lapse of any forfeiture provisions) to the exteatrpitted under the plan or grant, or if full vesgtils not permitted with regard to stock optic
a cash payment equal to the Spread on such unwgstieds on the date of termination (or, if latkie date of the Change in Control) plus, in
both cases, if options are exercisable for less theee (3) years after termination (or, if leb® temainder of the respective terms, including
any termination of exercisability of all Companpak options in connection with the Change in Cdraraa merger related thereto), a cash
payment equal to the Black-Scholes (based on tine saethodology used for the Company's then latssthilited proxy statement or, if not
so used, for internal valuation of the last stoplian grants made by the Company prior to the eadi the Qualifying Termination or the
Change in Control) future value of such outstandiptions for the lesser of three (3) years or #reainder of such terms.

(k) Outplacement services at a level consugate with the Executive's position, including aéan executive office and secretary, for a
period of one (1) year commencing on the daterofiitgation but in no event extending beyond the datevhich the Executive commences
other full time employment.

()] Continuation of participation for thré®) additional years in the Company's programé wagard to tax preparation assistance and
financial planning assistance, club dues and aubidmut based on the automobile then being usddha new one), in accordance with the
Company's programs in effect at the time of ther@kan Control.

For purposes of this Section 8, a Qualdylrermination shall mean any termination of thedttiwe's employment (i) by the Company
without Cause, or (ii) by the Executive for GoodaRen.

8.2 Definition of "Change in Control." A @hge in Control of the Company shall be deemedte loccurred as of the first day any one
or more of the following conditions shall have beatisfied:

€)) Any "person” or "group" (within the mméiag of Section 13(d) and 14(d)(2) of the Secwsiftxchange Act of 1934, as amended (the
"Exchange Act")) other than the Company, any tristeother fiduciary holding Company common stooller an employee benefit plan of
the Company or a related company, or any corparatiaich is owned, directly or indirectly, by th@skholders of the Company in
substantially the same proportions as their ownershthe Company's common stock, is or becomeséneficial owner (as defined in Rule
13d-3 under the Exchange Act) of more than thiggcpnt (30%) of the then outstanding voting stock;

(b) During any period of two (2) consecatiyears, individuals who at the beginning of suehiqul constitute the Board and any new
director whose election by the Board or nominafmrelection by the Company's stockholders was @ by a vote of at least tvibirds of
the directors then still in office who either wealieectors at the beginning of the two year perio@bose election or nomination for election
was previously so approved, cease for any reasoartstitute at least a majority of the Board;

(c) The consummation of a merger or codstibn of the Company with any other corporatiadhgo than a merger or consolidation
which would result in the voting securities of tiempany outstanding immediately prior thereto aaritig to represent (either by remaining
outstanding or being converted into voting seaesitif the surviving entity) more than fifty perc€b®%) of the combined voting securities of
the Company or such surviving entity outstandingediately after such merger or consolidation; or

(d) The approval of the stockholders of@mpany of a plan of complete liquidation of then@pany or an agreement for the sale or
disposition by the Company of all or substantialllyof its assets.

8.3 Excise Tax Equalization Payment. In theneteat the Executive becomes entitled to paymantor benefits which would constitute
"parachute payments" within the meaning of SecZ8dG(b)(2) of the Code, the provisions of Exhibitil apply.

9. Noncompetition, Confidentiality and Nondisparagement
9.1 Agreement Not to Compete.

(@) The Executive agrees that for a peoibivo (2) years after the termination of the Exaais employment, the Executive will not
engage in Competition with the Company with theddsCompanies, provided that after the Executtegtaination of employment the Listed
Companies shall be limited to those effectivelyelisat the time of his termination and still onfslist at the time of any alleged activity of
Executive, including, but not limited to, (i) sdting customers, business or orders for, or selling products and services in, Competition
with the Company for such Listed Companies ordiNerting, enticing, or otherwise taking away cuséss, business or orders of the
Company, or attempting to do so, in either cagéampetition with the Company for such Listed Conipar



(b) The Executive agrees that if, whileideeceiving severance pay from the Company putdoaBection 6.2(b) or Section 6.3(b), the
Executive: (i) violates (a) above, or (ii) otherarisngages in Competition in the Restricted Tegjtathether or not with the Listed
Companies, Section 9.6(b) hereof shall apply.

(©) The Executive agrees that the restmcicontained in this Section 9 are necessanh@ptotection of the business and goodwill of
the Company because of the trade secrets withigxkeutive's knowledge and are considered by tleelie to be reasonable for such
purpose.

9.2 Definitions.

(@) "Competition" shall mean engaging maa employee, director, partner, principal, shaldgr, consultant, advisor, independent
contractor or similar capacity, with (a) the List&dmpanies or (b) in any business, activity or emdavhich directly competes with the
business of the Company, provided that, with regattie period after termination of the Executivartsployment, Section 9.1(b)(ii) shall or
apply to business lines in which the Company isaged both at the time of termination of employnserd at the time of the determination
and which during the last fiscal year ending pteothe date of such termination represented at fe@spercent (5%) of the Company's
revenues (the "Prohibited Lines"). Notwithstandamything else in this Section 9, Competition shatiinclude: (A) (i) holding five percent
(5%) or less of an interest in the equity or ddtdry publicly traded company, (ii) engaging in agfivity with the prior written approval of
the Chief Executive Officer or the O&C Committeid) (he practice of law in a law firm that reprege entities in Competition with the
Company, provided that the Executive does not pedorepresent such entities, or (iv) the emplogtri®y, or provision of services to, an
investment banking firm or consulting firm that pides services to entities that are in Competitidth the Company provided that the
Executive does not personally represent or pros@eices to such entities that are Listed Compamiesherwise with regard to businesses in
Competition with the Prohibited Lines, or (B) witgard to Section 9.1(b)(ii), (i) being employed by consulting for, a non-Competitive
division or business unit of an entity which isGompetition with the Company (and participatingirch entity's employee equity plans), (ii)
being employed by, or consulting for, an entity ethhad annual revenues in the last fiscal year poithe Executive being employed by, or
consulting for, the entity generated through bussiaes in Competition with the Prohibited Lindshee Company that do not exceed five
percent (5%) of such entity's total annual revenpesrided that revenues within the Executive'sareresponsibility or authority are not
more than ten percent (10%) composed of the rewsinom the businesses in Competition with the Rritdd Lines, or (iii) any activities
conducted after a Change in Control of the Company.

(b) The Restricted Territory shall mean geggraphic area in which the Company with regaiihé¢ Prohibited Lines did more than
nominal business.

(©) Listed Companies shall mean thoseiestiwhich are within the "peer group" establishgdie Company for the performance graphs
in its proxy statement pursuant to Item 402(l) efRlation S-K under the Exchange Act and whichiragelist of no more than five (5)

entities established by the Company from timerteetand available from the Chief Human Resourceg®ffprovided that the addition of
any entity to the list shall not be effective usiity (60) days after it is so listed.

(d) For purposes of this Section 9, "Comyahall mean the Company and its subsidiariesadfilthtes.

9.3 Agreement Not to Engage in Certaincaliion. The Executive agrees that the Executiilenot, during the Executive's
employment with the Company or during the two (@xuyperiod thereafter, directly or indirectly, sdlor induce, or attempt to solicit or
induce, any nortlerical employee(s), sales representative(s), téglenr consultant(s) of the Company to termirsateh person's employme
representation or other association with the Companthe purpose of affiliating with any entity thiwhich the Executive is associated
("Solicitation™).

9.4 Confidential Information.

(@) The Executive specifically acknowledgest any trade secrets or confidential busineds@echnical information of the Company or
its vendors, suppliers or customers, whether raditwevriting, maintained on any form of electromedia, or maintained in mind or memory
and whether compiled by the Executive or the Comfaallectively, "Confidential Information"), derdés independent economic value from
not being readily known to or ascertainable by prapeans by others; that reasonable efforts haae imade by the Company to maintain
secrecy of such information; that such informaimthe sole property of the Company or its vendsugpliers, or customers and that any
retention, use or disclosure of such informatiorth®y Executive during the Employment Term (excephe course of performing duties and
obligations of employment with the Company) or éime after termination thereof, shall constitutesagipropriation of the trade secrets of
Company or its vendors, suppliers, or customemsjiged that Confidential Information shall not iadk: (i) information that is at the time of
disclosure public knowledge or generally known witthe industry, (ii) information deemed in goodtlisby the Executive, while employed
by the Company, desirable to disclose in the coofgerforming the Executive's duties, (iii) infoation the disclosure of which the Execu
in good faith deems necessary in defense of theuxe's rights provided such disclosure by thedskige is limited to only disclose as
necessary for such purpose, or (iv) informatiorldsed by the Executive to comply with a courtptirer lawful compulsory, order
compelling him to do so, provided the Executiveegithe Company prompt notice of the receipt of sarder and the disclosure by the
Executive is limited to only disclosure necessanysuch purpose.

(b) The Executive acknowledges that the Gamy from time to time may have agreements witkeiogiersons or with the United States
Government, or agencies thereof, that impose didigs or restrictions on the Company regarding imiiaas made during the course of work
under such agreements or regarding the confidemdialre of such work. If the Executive's dutiessliader will require disclosures to



made to him subject to such obligations and regiris, the Executive agrees to be bound by them.

9.5 Scope of Restrictions. If, at the tiai@nforcement of this Section 9, a court holds tha restrictions stated herein are unreasonable
under circumstances then existing, the partiestiagree that the maximum period, scope or geogralpdrea reasonable under such
circumstances shall be substituted for the stadeibg, scope or area and that the court shalllbevatl to revise the restrictions contained
herein to cover the maximum period, scope and peemitted by law.

9.6 Remedies.

€)) In the event of a material breach oedbened material breach of Section 9.1(a), Seéti®nSection 9.4 or Section 9.10, the
Company, in addition to its other remedies at lawnaquity, shall be entitled to injunctive or ettequitable relief in order to enforce or
prevent any violations of the provisions of thic&m 9. Except as specifically provided with redjéw Listed Companies, the Company
agrees that it will not assert to enjoin or otheevimit the Executive's activities based on amuargnt of inevitable disclosure of confidential
information.

(b) In the event Section 9.1(b) applies, @ompany may immediately cease payment to theuixeoof all future amounts due under
Sections 6.2(a) or (b) or Sections 6.3(a) or (b)wvell as otherwise specifically provided in anlgestplan, grant or program.

(c) Upon written request of the Executitres Company shall within thirty (30) days notifyetExecutive in writing whether or not in
good faith it believes any proposed activities widog in Competition and, if it so determines orsinet reply within thirty (30) days, it shall
be deemed to waive any right to treat such aattwitis Competition unless the facts are otherwaedb presented by the Executive or the
a change thereafter in such activities. The Exeewghall promptly provide the Company with sucloinfation as it may reasonably reque:
evaluate whether or not such activities are in Cetitipn.

9.7 Uniformity. In no event shall any defions of Competition or Solicitation (or a similprovision) as it applies to the Executive with
regard to any plan of program or grant of the Camydze interpreted to be any broader than as st ifothis Section 9.

9.8 Delivery of Documents. Upon terminatafrthis Agreement or at any other time upon reghgshe Company, the Executive shall
promptly deliver to the Company all records, file&moranda, notes, designs, data, reports, psitse ustomer lists, drawings, plans,
computer programs, software, software documentasicetches, laboratory and research notebookstaed documents (and all copies or
reproductions of such materials in his possessiaotrol) belonging to the Company. Notwithstamgihe foregoing, the Executive may
retain his rolodex and similar phone directorieslléctively, the "Rolodex") to the extent the Radxddoes not contain information other than
name, address, telephone number and similar intiwmaprovided that, at the request of the Compémy Executive shall provide the
Company with a copy of the Rolodex.

9.9 Nondisparagement.

€)) During the Employment Term and therathe Executive shall not with willful intent éamage economically or as to reputation or
vindictively disparage the Company, its subsidmoetheir respective past or present officergalars or employees (the "Protected Grou
provided that the foregoing shall not apply taa@}ions or statements taken or made by the Executitle employed by the Company in
good faith as fulfilling the Executive's duties wthe Company or otherwise at the request of thegaamy, (i) truthful statements made in
compliance with legal process or governmental inguiii) as the Executive in good faith deems resegy to rebut any untrue or misleading
public statements made about him or any other meofitee Protected Group, (iv) statements madewddgaith by the Executive to rebut
untrue or misleading statements made about himpother member of the Protected Group by any mewibtthe Protected Group, and (v)
normal commercial puffery in a competitive businsissation. No member of the Protected Group ek third party beneficiary of this
Section 9.9(a).

(b) During the Employment Term and themrafteither the Company officially nor any then nbemof the Executive Leadership Team
(or the equivalent) of the Company, as such terauigently used within the Company, shall with fillintent to damage the Executive
economically or as to reputation or otherwise \itidely disparage the Executive, provided the foreg shall not apply to (i) actions or
statements taken or made in good faith within tben@any in fulfilling duties with the Company, (tfduthful statements made in compliance
with legal process, governmental inquiry or as megliby legal filing or disclosure requirements) @s in good faith deemed necessary to
rebut any untrue or misleading statements by trecitive as to any member of the Protected Growpnormal commercial puffery in a
competitive business situation.

(c) In the event of a material breach oedltened material breach of clauses (a) or (b)altbe Company or the Executive, as the case
may be, in addition to its or the Executive's otfegnedies at law or in equity, shall be entitleihfanctive or other equitable relief in order to
enforce or prevent any violations of this Sectioh 9

9. 10 Pooling of Interests. If the Compasmynivolved in any proposed business combinationitheontemplated to be accounted for as a
pooling of interests, the Executive agrees to cotpewith the reasonable requests of the Compattyregard to the exercise of stock
options, the sale of Company stock or other mattescould affect the ability of the combinatiantte accounted for as a pooling of intere

10. Liability Insurance



The Company shall cover the Executive umiterxctors and officers liability insurance bothridg and, while potential liability exists,
after the Employment Term in the same amount anldeg@ame extent, if any, as the Company coveathiex officers and directors.

11 Assignment

111 Assignment by the Company. This Agreehmay and shall be assigned or transferred tbshall be binding upon and shall inure
to the benefit of, any successor of the Compang,aay such successor shall be deemed substitutedl faurposes of the "Company" under
the terms of this Agreement. As used in this Agreetnthe term "successor” shall mean any person, fiorporation or business entity wh
at any time, whether by merger, purchase, or otisepvacquires all or substantially all of the assétthe Company. Notwithstanding such
assignment, the Company shall remain, with suchessor, jointly and severally liable for all itslightions hereunder. Except as herein
provided, this Agreement may not otherwise be assidy the Company.

11.2 Assignment by the Executive. This Agnent is not assignable by the Executive. This &grent shall inure to the benefit of anc
enforceable by the Executive's personal or legaksentatives, executors, and administrators, ssocg heirs, distributees, devisees, and
legatees. If the Executive should die while any ante payable to the Executive hereunder remairtandig, all such amounts, unless
otherwise provided herein, shall be paid in acaocdavith the terms of this Agreement to the Exeelgidevisee, legatee, or other designee
or, in the absence of such designee, to the Exetsiestate.

12. Legal Remedies

12.1 Payment of Legal Fees. The Companly gagthe Executive's reasonable legal fees astsa@ssociated with entering into this
Agreement. To the fullest extent permitted by Idve, Company shall promptly pay upon submissiortatEments all legal and other
professional fees, costs of litigation, prejudgmatdrest, and other expenses incurred in conneetith any dispute arising hereunder;
provided, however, the Company shall be reimbulsetthe Executive for (i) the fees and expensesracha@in the event the Executive's
claim is in a material manner in bad faith or fiimgs and the arbitrator or court, as applicablégmeines that the reimbursement of such fees
and expenses is appropriate, or (ii) to the exteattthe arbitrator or court, as appropriate, aeiees that such legal and other professional
fees are clearly and demonstrably unreasonable.

12.2 Arbitration. All disputes and contresies arising under or in connection with this Agrent, other than the seeking of injunctivi
other equitable relief pursuant to Section 9 herstadll be settled by arbitration conducted befopanel of three (3) arbitrators sitting in New
York City, New York, or such other location agrdsdthe parties hereto, in accordance with the rdesxpedited resolution of commercial
disputes of the American Arbitration Associatioerhin effect. The determination of the majoritytloé arbitrators shall be final and binding
on the parties. Judgment may be entered on thedanfdine arbitrator in any court having propergdiction. All expenses of such arbitration,
including the fees and expenses of the counséleoEkecutive, shall be borne by the Company an@&geeutive shall be entitled to
reimbursement of his expenses as provided in Setfdl hereof.

12.3 Notice. Any notices, requests, demaadsther communications provided for by this Agreent shall be sufficient if in writing and
if delivered personally, sent by telecopier, sgnab overnight service or sent by registered atifeedt mail. Notice to the Executive not
delivered personally (or by telecopy where the Etige is known to be) shall be sent to the lastraskslon the books of the Company, and
notice to the Company not delivered personallybfptelecopy to the known personal telecopy of tespn it is being sent to) shall be sent to
it at its principal office. All notices to the Compy shall be delivered to the Chief Executive @ffizvith a copy to the senior legal officer.
Delivery shall be deemed to occur on the earlieaabfial receipt or tender and rejection by thenidéel recipient.

12.4 Continued Payments. In the event afi@hange in Control either party files for arlitra to resolve any dispute as to whether a
termination is for Cause or Good Reason, until siispute is determined by the arbitrators, the Hitee shall continue to be treated
economically and benefit wise in the manner asgdayehim in the arbitration effective as of thealaf the filing of the arbitration, subject to
the Executive promptly refunding any amounts paitlim, paying the cost of any benefits providedlita and paying to the Company the
profits in any stock option or other equity awaedercised or otherwise realized by him during teedency of the arbitration which he is
ultimately held not to be entitled to; provided @mbitrators may terminate such payments and ksrinfthe event that they determine at any
point that the Executive is intentionally delayicanclusion of the arbitration.

13. Miscellaneous

131 Entire Agreement. This Agreement, gkte the extent specifically provided otherwisedie, supersedes any prior agreements or
understandings, oral or written, between the patereto or between the Executive and the Comprittyrespect to the subject matter hel
and constitutes the entire Agreement of the pawtisrespect to the subject matter hereof. Toetktent any severance plan or program of the
Company that would apply to the Executive is mapeagous to the Executive than the provisions hethefExecutive shall be entitled to ¢
additional payments or benefits which are not duigpive, but shall otherwise not be eligible fortsyptan or program.

13.2 Modification. This Agreement shall et varied, altered, modified, canceled, changeth any way amended, nor any provision
hereof waived, except by mutual agreement of thiggsain a written instrument executed by the partiereto or their legal representatives.

13.3 Severability. In the event that angvision or portion of this Agreement shall be detigred to be invalid or unenforceable for any
reason, the remaining provisions of this Agreenséall be unaffected thereby and shall remain inféute and effect



13.4 Counterparts. This Agreement may lezeted in two (2) or more counterparts, each ottvishall be deemed to be an original, but
all of which together will constitute one and ttzare Agreement.

135 Tax Withholding. The Company may wilthfrom any benefits payable under this Agreenadirfederal, state, city, or other taxes
as may be required pursuant to any law or govertaheggulation or ruling.

13.6 Beneficiaries. The Executive may desig one or more persons or entities as the priaraglyor contingent beneficiaries of any
amounts to be received under this Agreement. Sastgdation must be in the form of a signed writigeptable to the Board or the Board's
designee. The Executive may make or change suagnagien at any time.

13.7 Representation. The Executive reptedbat the Executive's employment by the Compauaythe performance by the Executive of
his obligations under this Agreement do not, arallstot, breach any agreement that obligates hikegp in confidence any trade secrets or
confidential or proprietary information of his drany other party, to write or consult to any otparty or to refrain from competing, directly

or indirectly, with the business of any other pafithie Executive shall not disclose to the Compang, the Company shall not request that the
Executive disclose, any trade secrets or confideatiproprietary information of any other party.

14. Governing Law

The provisions of this Agreement shall bastrued and enforced in accordance with the |dviseostate of Delaware, without regard to
any otherwise applicable principles of conflictdas.

IN WITNESS WHEREOF, the Executive and trmrpany have executed this Agreement, as of theddyear first above written.

/s/John D. Butler
John D. Butler

TEXTRON INC.

By: /s/Terrence O'Donnell
Name: Terrence O'Donnell
Title: EVP, General Counsel

Exhibit A
Parachute Gross Up

€) In the event that the Exgeushall become entitled to payments and/or benpfovided by this Agreement or any other
amounts in the "nature of compensation” (whethesymnt to the terms of this Agreement or any opfeem, arrangement or agreement with
the Company, any person whose actions result maage of ownership or effective control coveredegtion 280G(b)(2) of the Code or any
person affiliated with the Company or such persma result of such change in ownership or effeatontrol (collectively the "Company
Payments"), and such Company Payments will be sutgjghe tax (the "Excise Tax") imposed by Sectl@89 of the Code (and any similar
tax that may hereafter be imposed by any taxingaity) the Company shall pay to the Executivehattime specified in subsection (d) be
an additional amount (the "Gross-up Payment") shahthe net amount retained by the Executiver a@iduction of any Excise Tax on the
Company Payments and any U.S. federal, state,ariddal income or payroll tax upon the Gross-upriant provided for by this paragraph
(a), but before deduction for any U.S. federalestand local income or payroll tax on the CompBayments, shall be equal to the Company
Payments.

(b)  For purposes of determining thlee any of the Company Payments and Gross-up Ragr(eollectively the "Total Payments")
will be subject to the Excise Tax and the amourduath Excise Tax, (x) the Total Payments shall&éatéd as "parachute payments” within
the meaning of Section 280G(b)(2) of the Code,ahtparachute payments" in excess of the "baseuatidas defined under Code Section
280G(b)(3) of the Code) shall be treated as sulbjettte Excise Tax, unless and except to the extbantin the opinion of the Company's
independent certified public accountants appoiptént to any change in ownership (as defined utate Section 280G(b)(2)) or tax
counsel selected by such accountants (the "Accotgi)asuch Total Payments (in whole or in partheitdo not constitute "parachute
payments,"” represent reasonable compensationriaces actually rendered within the meaning of Bac280G(b)(4) of the Code in excess
of the "base amount" or are otherwise not subfetité Excise Tax, and (y) the value of any non-dsesiefits or any deferred payment or
benefit shall be determined by the Accountantooedance with the principles of Section 280G ef@ode.

(c) For purposes of determiningadhsount of the Gro-up Payment, the Executive shall be deemed to p8yféderal incom



taxes at the highest marginal rate of U.S. fedacame taxation in the calendar year in which thiess-up Payment is to be made and state
and local income taxes at the highest marginaloftaxation in the state and locality of the Ex@als residence for the calendar year in
which the Company Payment is to be made, net afidbémum reduction in U.S. federal income taxeschttould be obtained from
deduction of such state and local taxes if paisbich year. In the event that the Excise Tax isesntly determined by the Accountants to
be less than the amount taken into account hereabdiee time the Gross-up Payment is made, thelEixe shall repay to the Company, at
the time that the amount of such reduction in Exdiax is finally determined, the portion of thegpriGross-up Payment attributable to such
reduction (plus the portion of the Gross-up Paynattnibutable to the Excise Tax and U.S. fedetatesand local income tax imposed on the
portion of the Gross-up Payment being repaid byEkecutive if such repayment results in a reduditivBxcise Tax or a U.S. federal, state
and local income tax deduction), plus interestt@namount of such repayment at the rate provid&eation 1274(b)(2)(B) of the Code.
Notwithstanding the foregoing, in the event anytiporof the Gros-up Payment to be refunded to the Company has jmeidrto any U.S.
federal, state and local tax authority, repaymieateof (and related amounts) shall not be requirgifl actual refund or credit of such portion
has been made to the Executive, and interest payaltihe Company shall not exceed the interestwed®r credited to the Executive by st
tax authority for the period it held such portidme Executive and the Company shall mutually agpen the course of action to be pursued
(and the method of allocating the expense theretfe Executive's claim for refund or credit isnited.

In the event that the Excise Tax isfaetermined by the Accountant or the InternaldRere Service to exceed the amount taken into
account hereunder at the time the Gross-up Payimemdde (including by reason of any payment theterce or amount of which cannot be
determined at the time of the Gross-up Paymerg)Citbmpany shall make an additional Gross-up Paymesspect of such excess (plus any
interest or penalties payable with respect to ixdess) at the time that the amount of such exsdsslly determined.

(d) The Gross-up Payment or portim@reof provided for in subsection (c) above shalpaid not later than the thirtieth (30th) day
following an event occurring which subjects the E&xeve to the Excise Tax; provided, however, th#hé amount of such Gross-up Payment
or portion thereof cannot be finally determinedoomefore such day, the Company shall pay to thective on such day an estimate, as
determined in good faith by the Accountant, of tieimum amount of such payments and shall payehemder of such payments (together
with interest at the rate provided in Section 1BJ@)(B) of the Code), subject to further paymgmnissuant to subsection (c) hereof, as soon
as the amount thereof can reasonably be deterntinéd) no event later than the ninetieth day afteroccurrence of the event subjecting the
Executive to the Excise Tax. In the event thatafmunt of the estimated payments exceeds the araohséquently determined to have been
due, such excess shall constitute a loan by thep@oynto the Executive, payable on the fifth dagraftemand by the Company (together \
interest at the rate provided in Section 1274(YRdf the Code).

(e) Inthe event of any controvensth the Internal Revenue Service (or other tavanthority) with regard to the Excise Tax, the
Executive shall permit the Company to control isstedated to the Excise Tax (at its expense), pealithat such issues do not potentially
materially adversely affect the Executive, butExecutive shall control any other issues. In thenéthe issues are interrelated, the Executive
and the Company shall in good faith cooperate swa$o jeopardize resolution of either issue,ibtite parties cannot agree the Executive
shall make the final determination with regardhe issues. In the event of any conference withtaxipng authority as to the Excise Tax or
associated income taxes, the Executive shall peéhmitepresentative of the Company to accompaniztieeutive, and the Executive and the
Executive's representative shall cooperate wittCtheapany and its representative.

() The Company shall be respomsfbt all charges of the Accountant.

(@) The Company and the Executhalgpromptly deliver to each other copies of amjttén communications, and summaries of
any verbal communications, with any taxing autlyorifgarding the Excise Tax covered by this ExHibit



Exhibit 10.:
AMENDED AND RESTATED
EMPLOYMENT AGREEMENT

THIS AMENDED AND RESTATED EMPLOYMENT AGREEMENT isrdered into as of this 4th day of May, 2006, by betiveen
Textron Inc. (the "Company"), a Delaware corpomati@ving its principal office at 40 Westminstere®tr, Providence, Rhode Island 02903
and Terrence O'Donnell residing at 5133 Yuma Stié&¥/., Washington, DC 20016 (the "Executive").

WITNESSETH

WHEREAS, the Executive is presently emptbipg the Company;

WHEREAS, the Company desires to continuentploy the Executive and the Executive is willingontinue to be employed by the
Company;

WHEREAS, the Company and the Executiveredtéto an employment agreement as of March 100 Zthe "Employment
Agreement"); and

WHEREAS, the Company and the Executiverddsi set forth the terms and conditions of suattinoed employment in this Amended
and Restated Employment Agreement (the "Agreement")

NOW THEREFORE, in consideration of the fpoimg and of the mutual covenants and agreemerteqfarties set forth in this
Agreement, and of other good and valuable condiderghe adequacy and receipt of which is ackndgdal, the parties hereto agree as
follows:

1. Term of Employment

The Company hereby agrees to continue to emplofxieeutive and the Executive hereby accepts suetined employment, in accordance
with the terms and conditions set forth herein aaerm (the "Employment Term") that commenced @rd 10, 2000 (the "Effective Date")
and terminating, unless otherwise terminated edriaccordance with Section 5 hereof, on the mextversary of the Effective Date (the
"Original Employment Term"), provided that the Ewyainent Term shall be automatically extended, sultgeearlier termination as provided
in Section 5 hereof, for successive additional @)e/ear periods (the "Additional Terms"), unleasleast ninety (90) days prior to the end of
the then Additional Term, the Company or the Exieeutas notified the other in writing that the Emyghent Term shall terminate at the end
of the then current term.

2. Position and Responsibilities

During the Employment Term, the Executive shalVeexrs the Executive Vice President and General 8w the Company or in such
higher capacity as agreed by the Company and theufixe. The Executive shall also serve as a mewoifltbe Management Committee (or
any equivalent committee or group as may replagévthnagement Committee from time to time). The Hxge shall report exclusively to
the Chief Executive Officer and the Board of Dimgstof the Company (the "Board"). The Executivelshathe extent appointed or elected,
serve on the Board as a director and as a memlagryafommittee of the Board, in each case, witladlditional compensation. The Execut
shall, to the extent appointed or elected, senedisector or as a member of any committee obtheard (or the equivalent bodies in a non-
corporate subsidiary or affiliate) of any of thenmany's subsidiaries or affiliates and as an affieeemployee (in a capacity commensurate
with his position with the Company) of any suchsidlaries or affiliates, in all cases without aduial compensation or benefits, and any
compensation paid to the Executive, or benefityigesl to the Executive, in such capacities shakl loseedit with regard to the amounts due
hereunder from the Company. The Executive shaktthties, authorities and responsibilities geng@mmensurate with the duties,
authorities and responsibilities of persons in Eindapacities in similarly sized companies, sutjethe By-laws of the Company and the
organizational structure of the Company. Exceqirasided in the next succeeding sentence, the Hixecshall devote substantially all of his
business time, attention and energies to the paeoce of his duties hereunder, provided the foraguwiill not prevent the Executive from
participating in charitable, community or induséfyairs, from managing his and his family's perdqassive investments, and (with the
consent of the Chief Executive Officer or the Origation and Compensation Committee (or its sucegsddhe Board (the "O&C
Committee"), which consent will not be unreasonatithheld, conditioned or delayed) serving on tbard of directors of other companie:
as a partner in the law firm of Williams & Connolly P, provided in each case that these activiteaat materially interfere with the
performance of his duties hereunder or create engiat business conflict or the appearance thetegfarticular, Executive (a) may continue
to serve as a part-time partner at Williams & CdhlynoLP, and (b) may serve on the board of direstof each of (i) The Gerald R. Ford
Foundation, (ii) the Air Force Academy Falcon Foatiah, (iii) IGI, Inc. and (iv) ePlus, Inc., in dacase retaining any compensation or
emoluments therefrom.

3. Compensation and Benefit



During the Employment Term, the Companylighay and provide the Executive the following:

3.1 Base SalaryThe Company shall pay the Executive an initialdbgsalary (the "Base Salary") at a rate of $4250@Base
Salary shall be paid to the Executive in accordaritie the Company's normal payroll practices foe@xtives. Base Salary shall be reviewed
at least annually by the O&C Committee (or as atliex designated by the Board) to ascertain wheihéhe judgment of the reviewing
committee, such Base Salary should be increased.iffcreased, Base Salary shall not be thereddtgeased and shall thereafter, as
increased, be the Base Salary hereunder.

3.2  Annual BonusThe Company shall provide the Executive withdbgortunity to earn an annual cash bonus under the
Company's current annual incentive compensatiom folaexecutives or a replacement plan therefarlatel commensurate with his positi
provided that the minimum annual target award plyapon the achievement of reasonably attainaljkctibe performance goals shall be at
least 55% of Base Salary.

3.3 Long-Term IncentivesThe Company shall provide the Executive the ofymity to earn long-term incentive awards under the
current equity and cash based plans and programeplacements therefor.

3.4 Employee BenefitsThe Executive shall, to the extent eligible, bétked to participate at a level commensurate \ith
position in all employee benefit welfare and retient plans and programs, as well as equity plaremlly provided by the Company to its
senior executives in accordance with the termsetifas in effect from time to time. Such plans prajrams currently include, without
limitation, the Amended and Restated Supplemergéif&nent Plan for Textron Inc. Key Executives (tBERP"), the 1994 Long-Term
Incentive Plan, the Key Executive Program (inclgdine Deferred Income Plan, the Supplemental Benfan (the "SBP") and the Survivor
Benefit Plan), group term life insurance plan, coemensive health, major medical, vision and dentalrance plans and short-term and long-
term disability plans. Notwithstanding anythinglire SERP, Performance Share Units granted aftés 2088ll not be considered when
determining the benefit under the SERP

3.5 Vacation. The Executive shall be entitled to paid vacatioagoordance with the standard written policiehef€ompany wit|
regard to vacations of executives, but in no eles# than four (4) weeks per calendar year.

3.6  PerquisitesThe Company shall provide to the Executive, at@ompany's cost, all perquisites to which othaioseexecutive:
of the Company are generally entitled to receiwe such other perquisites which are suitable tactsracter of the Executive's position with
the Company and adequate for the performance afutiss hereunder. To the extent legally permissithle Company shall not treat such
amounts as income to the Executive.

3.7 Right to Change PlansThe Company shall not be obligated by reasohisfSection 3 to institute, maintain, or refraiarfr
changing, amending, or discontinuing any beneéihpprogram, or perquisite, so long as such chaagesimilarly applicable to executive
employees generally.

3.8 Special Provisions The Company shall provide to the Executive thecid provisions set forth on Amended and Restated
Exhibit B hereto, which Amended and Restated Exhihig Bicorporated herein.

4. EXxpenses

Upon submission of appropriate docuraton, in accordance with its policies in effearfr time to time, the Company shall pay, or
reimburse, the Executive for all ordinary and neaegexpenses, in a reasonable amount, which teeuixe incurs in performing his duties
under this Agreement including, but not limitedttayvel, entertainment, professional dues and sigtgms, and all dues, fees, and expenses
associated with membership in various professidnadiness, and civic associations and societiesioh the Executive participates in
accordance with the Company's policies in effemtiftime to time.

5. Termination of Employment

The Executive's employment with the @any (including but not limited to any subsidiaryaffiliate or the Company) and the
Employment Term shall terminate upon the occurreridhe first of the following events:

(@) Automatically on the date of the Execuswiéath.

(b) Upon thirty (30) days written notice by Bempany to the Executive of a termination due isability,
provided such notice is delivered during the pedb®isability. The term "Disability”" shall meamrfpurposes
of this Agreement, the inability of the Executideie to injury, illness, disease or bodily or meiéitmity, to
engage in the performance of his material dutiesngbloyment with the Company as contemplated byi@e2
herein for a period of more than one hundred eigh®p) consecutive days or for a period that isoeably
expected to exist for a period of more than onedhesh eighty (180) consecutive days, provided thigrim
returns to work of less than ten (10) consecutivariess days in duration shall not be deemed ¢ofare with a
determination of consecutive absent days if theaedor absence before and after the interim reduerthe
same. The existence or r-existence of a Disability shall be determined kphgsician agreed upon in good fa



by the Executive (or his representatives) and the@any. It is expressly understood that the Digglwf the
Executive for a period of one hundred eighty (188)secutive days or less shall not constitutelaréaby him
to perform his duties hereunder and shall not leendel a breach or default and the Executive shagive full
compensation for any such period of Disability @r &ny other temporary illness or incapacity durtimg term of
this Agreement. In no event shall compensationebgseason of a termination for Disability priorthat date
on which the Executive shall commence his eligipiior payments pursuant to the Company's disgtbknefits
program.

(c) Immediately upon written notice by the Camp to the Executive of a termination due to hisement at
or after the Executive's attainment of age sixte-(65).

(d) Immediately upon written notice by the Camp to the Executive of a termination for Causeyjted
such notice is given within ninety (90) days aftex discovery by the Board or the Chief Executifgo@r of the
Cause event and has been approved by the O&C Cteenait a meeting at which the Executive and hisiselu
had the right to appear and address such meetiggrateiving at least five (5) business days emithotice of
the meeting and reasonable detail of the factscandmstances claimed to provide a basis for seghihation.
The term "Cause" shall mean, for purposes of tigisedment: (i) an act or acts of willful misrepretsgion, fraud
or willful dishonesty (other than good faith experecount disputes) by the Executive which in aaseds
intended to result in his or another person ontgatsubstantial personal enrichment at the expefiges
Company; (i) any willful misconduct by the Exeardiwith regard to the Company, its business, assets
employees that has, or was intended to have, aialadverse impact (economic or otherwise) onGbenpany;
(i) any material, willful and knowing violationybthe Executive of (x) the Company's Business Conhdu
Guidelines, or (y) any of his fiduciary duties bkeetCompany which in either case has, or was intttmbave, a
material adverse impact (economic or otherwisethenCompany; (iv) the willful or reckless behavadrthe
Executive with regard to a matter of a materialbrnatvhich has a material adverse impact (economic o
otherwise) on the Company; (v) the Executive'sfuliflailure to attempt to perform his duties un&sction 2
hereof or his willful failure to attempt to follothe legal written direction of the Board, whicheitther case is
not remedied within ten (10) days after receipthiy Executive of a written notice from the Compapecifying
the details thereof; (vi) the Executive's conviotaf, or pleading nolgontenderer guilty to, a felony (other
than (x) a traffic infraction or (y) vicarious lidity solely as a result of his position, providdtt with respect to
such vicarious liability the Executive did not haaectual knowledge of the actions or inactions énggthe
violation of the law or the Executive relied in gbfaith on the advice of counsel with regard toldgality of
such action or inaction (or the advice of othercsfjmally qualified professionals as to the appiafe or proper
action or inaction to take with regard to mattetscl are not matters of legal interpretation))(\or) any other
material breach by the Executive of this Agreentkat is not cured by the Executive within twent@)®ays
after receipt by the Executive of a written noficen the Company of such breach specifying theildetaereof.
No action or inaction should be deemed willful dtmlemonstrably willful and if taken or not takenthe
Executive in good faith as not being adverse tdhist interests of the Company. Reference in tniagraph (d)
to the Company shall also include direct and irddigaibsidiaries of the Company, and materiality avaderial
adverse impact shall be measured based on th@ actinaction and the impact upon, and not the sizéhe
Company taken as a whole, provided that after a@&n Control, the size of the Company, taken abale,
shall be a relevant factor in determining matesiadind material adverse impact.

() Upon written notice by the Company to thxe&utive of an involuntary termination without Caus
notice by the Company of non-renewal of the EmplegthiTerm pursuant to Section 1 above shall be déeme
involuntary termination of the Executive by the Guany without Cause as of the end of the Employriient,
but the Executive may terminate at any time afterreceipt of such notice and shall be treatefllzeswas
terminated without Cause as of such date.

()  Upon twenty (20) days written notice by tErecutive to the Company of a termination for G&ehson
(which notice sets forth in reasonable detail #ets and circumstances claimed to provide a basisuich
termination) unless the Good Reason event is auittih such twenty (20) day period. The term "Gdehson”
shall mean, for purposes of this Agreement, withibatExecutive's express written consent, the oenae of
any one or more of the following: (i) the assigntnterthe Executive of duties materially inconsisteith the
Executive's then authorities, duties, responsiedjtand status (including offices, titles, andoréipg
requirements), or any reduction in the Executitfeés title, position (including membership on tharMgement
Committee or its equivalent) or reporting linesaanaterial reduction (other than temporarily wiilisabled or
otherwise incapacitated) in his then status, aittesy duties or responsibilities (or, should then@hany be
reorganized such that it becomes a subsidiary mtraiéed party of any other entity, the Executivet holding
authorities, duties, responsibilities, status,oef$, titles or reporting lines in such parent ortoaling party at
least commensurate with those held by him at theg@amy immediately prior to such reorganization)ifathen
a director of the Company, failure to be nominaieceelected as a director of the Company or refrewauch;
(ii) relocation of the Executive from the principzfice of the Company (excluding reasonable trarethe
Company's business to an extent substantially smgiwith the Executive's business obligationgetcation
of the principal office of the Company to a locatiwhich is at least fifty (50) miles from the Comyss current
headquarters, provided, however, if the Executiib@time of the relocation is not located atphiacipal
office, such relocation provision shall apply basechis then location but shall not cover a relimeato the



principal office prior to a Change in Control; Yié reduction by the Company in the Executive'seB3alary; (iv)
a reduction in the Executive's aggregate levelofigipation in any of the Company's short andémgtterm
incentive compensation plans, or employee benefittirement plans, policies, practices, or arramgets in
which the Executive participated as of the Effextdate, or, after a Change in Control, participatesediately
prior to the Change in Control; (v) the failuretbé Company to obtain and deliver to the Execudiwatisfactory
written agreement from any successor to the Compaagsume and agree to perform this Agreemeirgt;or
any other material breach by the Company of thiss&ment. The Executive waives as a Good Reasorn then
change in the determination of his SERP benefitdenigy the last sentence of Section 3.4 and thedadence of
Section 4(a) of Amended and Restaffedhibit B attached hereto.

(@) Upon written notice by the Executive to bempany of the Executive's voluntary terminatién o
employment without Good Reason (which the Compaay,rm its sole discretion, make effective earien
any notice date). A notice by the Executive of menewal of the Employment Term pursuant to Sectiabove
shall be deemed a voluntary termination by the Httee without Good Reason as of the end of the Bgmpent
Term.

Section 6. Consequences of a Termination of Emplment

6.1 Termination Due to Death or Retirernt. If the Employment Term ends on account of the Eeels termination due to death
pursuant to Section 5(a) above or retirement pmtsioaSection 5(c) above, the Executive (or theddkige's surviving spouse, or other
beneficiary as so designated by the Executive duris lifetime, or to the Executive's estate, garapriate) shall be entitled, in lieu of any
other payments or benefits, subject to Section, T¢€)) payment promptly of any unpaid Base Salanpaid annual incentive compensation
(for the preceding fiscal year) and any accrueditran, (i) reimbursement for any unreimbursed bass expenses incurred prior to the date
of termination, and (iii) any amounts, benefitfrimges due under any equity, benefit or fringenplgrant or program in accordance with the
terms of said plan, grant or program but withoytlahation (collectively, the "Accrued Obligations™)

6.2 Termination Due To Disabilitylf the Employment Term ends as a result of Disgbpursuant to Section 5(b) above, the
Executive shall be entitled, in lieu of any othayments or benefits (but subject to the last seetef such Section 5(b)), to any Accrued
Obligations.

6.3 Involuntary Termination by the Comany Without Cause or Termination by the Executive &r Good Reasonlf the
Executive is involuntarily terminated by the Compavithout Cause in accordance with Section 5(eyalmr the Executive terminates his
employment for Good Reason in accordance with Se&i(f) above, the Executive shall be entitledign of any other payments or benefits,
subject to Section 7(b) hereof, to any Accrued @ailons and the following:

(@) Payment of the Prorated Portion (as deta@chin the next sentence) of the earned annuattivee
compensation award for the fiscal year in whichEecutive's termination occurs, payable prompftgrahe
end of such fiscal year. "Prorated Portion" shaltletermined by multiplying such amount by a fiattithe
numerator of which is the number of days duringftbeal year of termination that the Executive mspboyed by
the Company, and the denominator of which is, 365.

(b) Continued payment off payroll for two yeéirsapproximately equal monthly installments) afamount
equal to two times the sum of (i) the Executivess® Salary and (ii) the higher of (x) the Execusivarget
incentive compensation established for the fisealyn which the Executive's termination occur§ydia
multiple thereof equal to the product of such taegeount and the multiple of target earned by thecktive for
the prior fiscal year (whether or not deferrede(dum of (i) and (ii) being hereinafter referrecsothe "Final
Annual Compensation").

(c) Payment of the premium for COBRA continaathealth coverage (whether under the Companylthhea
plans or those of Williams & Connolly LLP, but im event at a premium rate higher than the premjpayable
under COBRA to the Company for the continuatioswth health care coverage as the Executive hdteict e
with respect to himself and his family immediatphjor to his termination) for the Executive and theecutive's
dependents until the earliest of (i) eighteen h8nths after such termination, (ii) until no longdigible for
COBRA continuation benefit coverage or (iii) thedextive commences other substantially full-time
employment.

(d) Payment, within thirty (30) business dagioiving such termination, of a lump sum amountadda the
present discounted value of any "Credit Date Paysfi€as described in Sectioro® Amended and Restated
Exhibit B ) then remaining unpaid, with the amount of eaathsinpaid Credit Date Payment being discounted
back to the date of payment under this Sectiord$a(a discount rate of 5.65% per annum.

6.4 Termination by the Company for Cawsor Termination by the Executive without Good Reasn. If the Executive is terminatt
by the Company for Cause or the Executive termihie employment without Good Reason, the Executiadl be entitled to receive all
Accrued Obligations



Section 7. No Mitigation/No Offset/Release

(@ Inthe event of any termination of employtnieereunder, the Executive shall be under no atitig to
seek other employment and there shall be no ddfg@ihst any amounts due the Executive under thisekgent
on account of any remuneration attributable to sutysequent employment that the Executive may abtaie
amounts payable hereunder shall not be subjeettdf scounterclaim, recoupment, defense or otigdt which
the Company may have against the Executive or stlegcept as specifically set forth in Section &b&or
upon obtaining by the Company of a final unappdelaltigment against the Executive.

(b) Any amounts payable and benefits or addtisights provided pursuant to Section 6.3 or Bad.1
beyond any Accrued Obligations and beyond the suamyp amounts due (without execution of a releaseler
the Company severance program then in effectf greater, three (3) months Base Salary as severahall
only be payable if the Executive delivers to ther(pany a release of all claims of the Executivedpthan
those specifically payable or providable hereurmheor upon the applicable type of termination any @ghts of
indemnification under the Company's organizatiateuments) with regard to the Company, its subsetiand
related entities and their respective past or ptesiicers, directors and employees in such fosmeasonably
requested by the Company.

() Upon any termination of employment, upoa tequest of the Company, the Executive shall detiv the
Company a resignation from all offices and direstgus and fiduciary positions of the Executive inieth the
Executive is serving with, or at the request of, @ompany or its subsidiaries, affiliates or berfins.

(d) The amounts and benefits provided undeti®@ex6 and 8 hereof are intended to be inclusigeraot
duplicative of the amounts and benefits due unldeiGompany's employee benefit plans and prograitieto
extent they are duplicative.

(e) The intent of the parties is that all paptsenereunder shall be in accordance with Seci®Abf the
Internal Revenue Code ("Section 409A") and thisekgnent shall be interpreted accordingly. The padiwll
modify this Agreement as necessary to assure sumpl@ance. To the extent that the Executive isgetHied
Employee," within the meaning of Section 409A, @ayments paid as a result of separation from sewithin
the meaning of Section 409A), other than upon desdtall not be paid until the earlier of six (6) mius after
such separation from service and Executive's dgia¢h'Delay Period") and all payments that otheeddecome
due during such Delay Period shall be promptly jaia lump sum after it has expired. Furthermorstoh
situation, to the extent required by Section 409w, Executive shall pay the premiums of all berdbitbe
provided during the Delay Period and shall prompfher the end of the Delay Period be reimbursethby
Company therefor.

8. Change in Control

8.1 Employment Termination in Connectio with a Change in Control.In the event of a Qualifying Termination (as deéirizelow)
during the period commencing one-hundred eight@)twys prior to the effective date of a Chang€amtrol and terminating on the second
anniversary of the effective date of a Change int@d (the "Change in Control Protection PeriodHlgn in lieu of the benefits provided to 1
Executive under Section 6.3 of this Agreement,suliiject to Section 7(e), the Company shall payEttexutive the following amounts within
(except as otherwise provided) thirty (30) busirgegs of the Qualifying Termination (or, if latéihe effective date of the Change in Control;
in which case any amounts or benefits previousist parsuant to Section 6 shall be setoff againstéhunder this Section 8) and provide the
following benefits:

(@ Any Accrued Obligations.

(b) Alump-sum cash payment equal to thredif3@s the highest rate of the Executive's Baserpadte in
effect at any time up to and including the datéhefExecutive's termination.

() Alump-sum cash payment equal to the Pedr&ortion of the greater of: (i) the Executivaiget annual
incentive compensation award established for $mafiyear during which the Executive's award teatidm
occurs, or (i) the Executive's earned annual itigeraward for the fiscal year prior to the fisgakr in which
the Change in Control occurs (whether or not detBrr

(d) Alump-sum cash payment equal to thredif3@s the greater of: (i) the Executive's highestual
incentive compensation earned over the three ¢8afiyears ending prior to the Change in Contrdiefiver or
not deferred); or (ii) the Executive's target inbemcompensation established for the fiscal yeawvhich the
Executive's date of termination occurs.

(e) To the extent the Executive is eligible svedigible prior or after the Change in Controifahe Executive
would be eligible with credit for an additional #er (3) years of age and service credit, coveraderul



applicable retiree health and other retiree welfdaas for the Executive and the Executive's eligidependents
(including an adjustment to the extent necessaputdhe Executive on the same after tax basisthe i
Executive had been eligible for such coverage).

() To the extent eligible prior or after th&&hge in Control, continued participation, (cooadéd with (e)
above to the extent duplicative), at no additiaaftdr tax cost to the Executive than the Executieeld have as
an employee, in all welfare plans, until threey@ars after the date of termination, provided, hawgethat in the
event the Executive obtains other employment tffat®substantially similar or improved benefits,ta any
particular welfare plan, such continuation of cager by the Company for such similar or improvedefien
under such plan shall immediately cease. To thengésuch coverage cannot be provided under the @ayryp
welfare benefit plans without jeopardizing the status of such plans, for underwriting reasonsecahbse of the
tax impact on the Executive, the Company shallthayExecutive an amount such that the Executive can
purchase such benefits separately at no greatgrtak cost to him than he would have had if theefies were
provided to him as an employee.

(@) A lump-sum cash payment of the actuariabpnt value equivalent (as determined in accordaitbethe
most favorable (to the Executive) overall actuaasdumptions and subsidies in any of the Compéam+s
qualified or nonqualified type defined benefit piensplans in which the Executive then participatesthe
accrued benefits accrued by the Executive as afidite of termination under the terms of any noritjadl
defined benefit type retirement plan, including bat limited to, the SERP and the SBP, and assuthiag
benefit was fully vested without regard to any nmom age or service requirements. For this purpaseh
benefits shall be calculated under the assumptianthe Executive's employment continued followting date
of termination for three (3) full years (i.e., ter€3) additional years of age (including, but rimitied to, for
purposes of determining the actuarial present valiaot the commencement date for calculationeofeffits (all
of which shall be deemed to commence on the daterwiination)), compensation (the Executive's "Then
Compensation Level") and service credits shalldied). "Then Compensation Level" shall mean an almate
of compensation equal to the sum of (i) Final Adr@@mpensation and (ii) the performance units and
performance share units earned with respect todesurement periods ending at or about the erftedfdcal
year immediately preceding the year of terminattorthe extent recognized in the definition of "Qmmsation”
under the applicable plan; in the case of the SERprovided in Section 3.4 above such that no atsaleemed
earned in respect of performance share units i8 208. any grant after the 2005 grant) or lateargeshall be
included in Compensation for purposes of the SERR)ided, however, that with respect to the ydar o
termination, in lieu of utilization of the amoumt ¢lause (ii) above, the Executive will be deentetave
received in the year of termination the full amoohperformance units and performance share uaitseel with
regard to the measuring periods ending on or atbheutnd of the fiscal year immediately precediregytbar of
termination (whether or not such amount is actuadlid to the Executive prior to the date of terrtiomg);
provided, further, that, other than as set fortthenimmediately preceding proviso, the amountsiilesd in
clause (ii) above shall be included in "Compensdtimder the plans referred to in this Sectiond.1{ lieu of
any amounts actually paid to the Executive in respéperformance units and performance share imitse
year of termination and thereafter.

(h) Three (3) times the amount of the maximuom@any contribution or match to any defined connitidn
type plan in which the Executive participates.

(i) A lump-sum cash payment of the productipttie Interest Factor (as determined in the nertence)
multiplied by (ii) the Executive's entire accoumtdnce under the Deferred Income Plan (or any cepient
therefor), plus an additional amount equal to tl{Bdd¢imes the match which the Company made for the
Executive to such plan for the fiscal year endmgniediately prior to the Change in Control. The &hast
Factor" shall be equal to one (1) plus three {8gS the rate of earnings of the Executive's acconér such
plan for the fiscal year ending immediately priohis termination.

() Immediate full vesting of any outstandirtgek options, performance share units and otheityegwards
(and lapse of any forfeiture provisions) to theeaxtpermitted under the plan or grant, or if fudkting is not
permitted with regard to stock options, a cash payequal to the difference between the fair markbte of
the shares covered by the unvested options arekiteise price of such unvested options on suckstad
options on the date of termination (or, if latéie date of the Change in Control).

(k) Outplacement services at a level commenswrih the Executive's position, including useanfexecutive
office and secretary, for a period of one (1) y@anmencing on the date of termination but in nmnéve
extending beyond the date on which the Executiveraences other full time employment.

()  Continuation of participation for three @jditional years in the Company's programs witfare to tax
preparation assistance and financial planning @aseis, club dues and automobile (but based onutoer@bile
then being used and no new one), in accordancethdtlCompany's programs in effect at the time efGhange
in Control.



(m) Payment of a lump sum amount equal to thegnt discounted value of any "Credit Date Paysidas
defined in_Section 8f Amended and Restated Exhibif Bhen remaining unpaid, with the amount of eaathsu
unpaid Credit Date Payment being discounted batiealate of payment under this Section 8.14trg discount
rate of 5.65% per annum.

For purposes of this Section 8, a Qualdylrermination shall mean any termination of thedttiwe's employment (i) by the Company
without Cause, or (ii) by the Executive for GoodaRen.

8.2  Definition of "Change in Control."A Change in Control of the Company shall be deetodthve occurred as of the first day any
one or more of the following conditions shall hdne=n satisfied:

(@ Any "person" or "group" (within the meaniafiSection 13(d) and 14(d)(2) of the Securitiestiange Act
of 1934, as amended (the "Exchange Act")) othar tha Company, any trustee or other fiduciary hajdi
Company common stock under an employee benefitgfltmee Company or a related company, or any
corporation which is owned, directly or indirecthy the stockholders of the Company in substagttht same
proportions as their ownership of the Company'sraomstock, is or becomes the beneficial owner éisield
in Rule 13d-3 under the Exchange Act) of more tiénty percent (30%) of the then outstanding votstock;

(b) During any period of two (2) consecutivakg individuals who at the beginning of such pggonstitute
the Board and any new director whose election byBbard or nomination for election by the Company's
stockholders was approved by a vote of at leasithivds of the directors then still in office whiteer were
directors at the beginning of the two year periogvbose election or nomination for election wasvjesly so
approved, cease for any reason to constitute sit éemajority of the Board,;

(¢) The consummation of a merger or consolifatif the Company with any other corporation, othan a
merger or consolidation which would result in tleing securities of the Company outstanding immtetija
prior thereto continuing to represent (either ymaeing outstanding or being converted into vosegurities of
the surviving entity) more than fifty percent (50&8)the combined voting securities of the Companguzh
surviving entity outstanding immediately after suclrger or consolidation; or

(d) The approval of the stockholders of the @any of a plan of complete liquidation of the Compar an
agreement for the sale or disposition by the Comdiall or substantially all of its assets.

8.3 Excise Tax Equalization Paymenin the event that the Executive becomes entitlgzhtonents and/or benefits which would
constitute "parachute payments" within the meawihgection 280G(b)(2) of the Code, the provisiohExhibit A will apply.

9. Noncompetition, Confidentiality and Nondispaagement
9.1 Agreement Not to Compete

(&) The Executive agrees that for a periodvaf 2) years after the termination of the Execusiwmployment,
the Executive will not engage in Competition witie tCompany with the Listed Companies, provided aftar
the Executive's termination of employment the ldsBompanies shall be limited to those effectivedied at the
time of his termination and still on such list la¢ttime of any alleged activity of the Executivegluding, but not
limited to, (i) soliciting customers, business oders for, or selling any products and service€immpetition
with the Company for such Listed Companies ordiNerting, enticing, or otherwise taking away cusess,
business or orders of the Company, or attemptirdptso, in either case in Competition with the Campfor
such Listed Companies.

(b) The Executive agrees that if, while heegisaiving severance pay from the Company pursuadéttion 6.3
(b), the Executive: (i) violates (a) above, or ¢iiherwise engages in Competition in the Restridteditory,
whether or not with the Listed Companies, Secti&{9 hereof shall apply.

(c) The Executive agrees that the restrictmm#tained in this Section 9 are necessary for tbteption of the
business and goodwill of the Company because dir#lole secrets within the Executive's knowledgeaed
considered by the Executive to be reasonable for purpose.

9.2 Definitions.

(@) "Competition" shall mean engaging in, agaployee, director, partner, principal, sharehgldensultant,
advisor, independent contractor or similar capaeiith (a) the Listed Companies or (b) in any bass activity
or conduct which directly competes with the businefsthe Company, provided that, with regard topgasod
after termination of the Executive's employmentt®a 9.1(b)(ii) shall only apply to business linasvhich the
Company is engaged both at the time of terminadfaemployment and at the time of the determinasiod



which during the last fiscal year ending priorhe tate of such termination represented at leasipircent (5%)
of the Company's revenues (the "Prohibited Lingsttwithstanding anything else in this Section 9,
Competition shall not include: (A) (i) holding fiveercent (5%) or less of an interest in the equitgebt of any
publicly traded company, (ii) engaging in any aityiwith the prior written approval of the Chief &sutive
Officer or the O&C Committee, (iii) the practice lafv in a law firm that represents entities in Cetition with
the Company, provided that the Executive does atgnally represent such entities, or (iv) the eyplent by,
or provision of services to, an investment banKimg or consulting firm that provides services tttiies that
are in Competition with the Company provided tinet Executive does not personally represent or geovi
services to such entities that are Listed Compami@sherwise with regard to businesses in Comipativith the
Prohibited Lines, or (B) with regard to Section(®)1ii), (i) being employed by, or consulting farnon-
Competitive division or business unit of an entityich is in Competition with the Company (and papiating
in such entity's employee equity plans), (ii) beémgployed by, or consulting for, an entity whichdtemnual
revenues in the last fiscal year prior to the Exigeltbeing employed by, or consulting for, the gngjenerated
through business lines in Competition with the Bvitéd Lines of the Company that do not exceed figecent
(5%) of such entity's total annual revenues, predithat revenues within the Executive's area gfarsibility or
authority are not more than ten percent (10%) caag®f the revenues from the businesses in Congpetiith
the Prohibited Lines, or (iii) any activities coruted after a Change in Control of the Company.

(b) The Restricted Territory shall mean anyggaphic area in which the Company with regard o th
Prohibited Lines did more than nominal business.

(c) Listed Companies shall mean those entiti@ish are within the "peer group" established by @ompany
for the performance graphs in its proxy statememnsyant to Item 402(l) of Regulation S-K under Ehehange
Act and which are in a list of no more than fivg €btities established by the Company from timene and
available from the Chief Human Resources Officenyjuled that the addition of any entity to the 8bkiall not be
effective until sixty (60) days after it is so &sk

(d) For purposes of this Section 9, "Comparhdllsmean the Company and its subsidiaries anticaés.

9.3 Agreement Not to Engage in CertaiBolicitation . The Executive agrees that the Executive will dating the Executive's
employment with the Company or during the two (@uyperiod thereafter, directly or indirectly, silor induce, or attempt to solicit or
induce, any nortlerical employee(s), sales representative(s), téglenr consultant(s) of the Company to termirsateh person's employme
representation or other association with the Companthe purpose of affiliating with any entity thiwhich the Executive is associated
("Solicitation™).

9.4 Confidential Information.

(@) The Executive specifically acknowledges #rey trade secrets or confidential business arfthteal
information of the Company or its vendors, supglier customers, whether reduced to writing, manetion
any form of electronic media, or maintained in mardnemory and whether compiled by the Executiveher
Company (collectively, "Confidential Information'gerives independent economic value from not besaglily
known to or ascertainable by proper means by ottieas reasonable efforts have been made by thep@oynto
maintain the secrecy of such information; that snébrmation is the sole property of the Companyter
vendors, suppliers, or customers and that anytieteruse or disclosure of such information by Executive
during the Employment Term (except in the courspesforming duties and obligations of employmerttwihe
Company) or any time after termination thereof llst@nstitute misappropriation of the trade seccétthe
Company or its vendors, suppliers, or customemsjiged that Confidential Information shall not indk: (i)
information that is at the time of disclosure paldhowledge or generally known within the indust(),
information deemed in good faith by the Executivhile employed by the Company, desirable to disciaghe
course of performing the Executive's duties, {iifprmation the disclosure of which the Executimegbod faith
deems necessary in defense of the Executive'sngbvided such disclosure by the Executive istéohto only
disclose as necessary for such purpose, or (igjnmdtion disclosed by the Executive to comply veitbourt, or
other lawful compulsory, order compelling him to $tm provided the Executive gives the Company ptomp
notice of the receipt of such order and the disoledy the Executive is limited to only disclosunecessary for
such purpose.

(b) The Executive acknowledges that the Comeom time to time may have agreements with otlegspns
or with the United States Government, or agentiesebf, that impose obligations or restrictiongiun
Company regarding inventions made during the coofs@rk under such agreements or regarding the
confidential nature of such work. If the Executivduties hereunder will require disclosures to lagento him
subject to such obligations and restrictions, thedttive agrees to be bound by them.

9.5 Scope of Restrictiondf, at the time of enforcement of this Sectiora%ourt holds that the restrictions stated heaigin
unreasonable under circumstances then existingnafiges hereto agree that the maximum period,esoogeographical area reasonable u
such circumstances shall be substituted for tiedtaeriod, scope or area and that the court beadllowed to revise the restrictic



contained herein to cover the maximum period, s@vgkarea permitted by law.
9.6 Remedies

(@ Inthe event of a material breach or tleeatl material breach of Section 9.1(a), Section&®e8tion 9.4 or
Section 9.10, the Company, in addition to its otleenedies at law or in equity, shall be entitleéhjanctive or
other equitable relief in order to enforce or prenveny violations of the provisions of this SectiarExcept as
specifically provided with regard to Listed Compasiithe Company agrees that it will not asserhjoie or
otherwise limit the Executive's activities basedanmargument of inevitable disclosure of confidainti
information.

(b) Inthe event Section 9.1(b) applies, thenPany may immediately cease payment to the Exexofiall
future amounts due under Sections 6.3(a) or (Wedlsas otherwise specifically provided in any athtan, grant
or program.

(c) Upon written request of the Executive, @@mpany shall within thirty (30) days notify thedextive in
writing whether or not in good faith it believesygmroposed activities would be in Competition aifiit,so
determines or does not reply within thirty (30) slaiy shall be deemed to waive any right to tre@hsactivities
as Competition unless the facts are otherwise disgresented by the Executive or there is a chinegeafter in
such activities. The Executive shall promptly padevthe Company with such information as it may seably
request to evaluate whether or not such activitiesn Competition.

9.7 Uniformity. In no event shall any definitions of CompetitionSwlicitation (or a similar provision) as it ap@ito the Executive with
regard to any plan of program or grant of the Camygdae interpreted to be any broader than as sttt ifothis Section 9.

9.8 Delivery of DocumentdJpon termination of this Agreement or at any ottirae upon request by the Company, the Executivé sha
promptly deliver to the Company all records, filegmoranda, notes, designs, data, reports, psitse dustomer lists, drawings, plans,
computer programs, software, software documentasiogtiches, laboratory and research notebooksthed documents (and all copies or
reproductions of such materials in his possessiaontrol) belonging to the Company. Notwithstamgihe foregoing, the Executive may
retain his rolodex and similar phone directoriesliéctively, the "Rolodex") to the extent the Radxddoes not contain information other than
name, address, telephone number and similar intiwmaprovided that, at the request of the Compémy Executive shall provide the
Company with a copy of the Rolodex.

9.9 Nondisparagement.

(@) During the Employment Term and thereatte, Executive shall not with willful intent to dage
economically or as to reputation or vindictivelgjgiarage the Company, its subsidiaries or theirexs@ past or
present officers, directors or employees (the "#tetd Group"), provided that the foregoing shatlagply to (i)
actions or statements taken or made by the Exexutivle employed by the Company in good faith afillfog
the Executive's duties with the Company or otheswaisthe request of the Company, (i) truthful estagnts
made in compliance with legal process or governaiendjuiry, (iii) as the Executive in good faithatas
necessary to rebut any untrue or misleading psibditements made about him or any other membeeof th
Protected Group, (iv) statements made in good fajtthe Executive to rebut untrue or misleadingesteents
made about him or any other member of the Proteégtedp by any member of the Protected Group, apd (v
normal commercial puffery in a competitive businsiésation. No member of the Protected Group diebh
third party beneficiary of this Section 9.9(a).

(b) During the Employment Term and thereafteither the Company officially nor any then membiethe
Executive Leadership Team (or the equivalent) ef@ompany, as such term is currently used witren th
Company, shall with willful intent to damage thedewtive economically or as to reputation or otheewi
vindictively disparage the Executive, provided thgoing shall not apply to (i) actions or statemseaken or
made in good faith within the Company in fulfillimyties with the Company, (ii) truthful statememtade in
compliance with legal process, governmental inqairgs required by legal filing or disclosure requients,
(iii) as in good faith deemed necessary to rebytuartrue or misleading statements by the Execwts/ any
member of the Protected Group, or (iv) normal comumaépuffery in a competitive business situation.

(¢) Inthe event of a material breach or theratl material breach of clauses (a) or (b) abeeCobmpany or
the Executive, as the case may be, in additiotstorithe Executive's other remedies at law oqintg, shall be
entitled to injunctive or other equitable reliefarder to enforce or prevent any violations of théction 9.9.

9.10 Pooling of Interests.If the Company is involved in any proposed busir@sabination that is contemplated to be accounted f
as a pooling of interests, the Executive agreesoperate with the reasonable requests of the Coynpith regard to the exercise of stock
options, the sale of Company stock or other mattescould affect the ability of the combinatiantte accounted for as a pooling of intere



10. Liability Insurance

The Company shall cover the Executive umliterxctors and officers liability insurance bothridg and, while potential liability exists,
after the Employment Term in the same amount artlde@ame extent, if any, as the Company covetkets current officers and directors.

11. Assignment

11.10 Assignment by the CompanyThis Agreement may and shall be assigned orfemesl to, and shall be binding upon and shall
inure to the benefit of, any successor of the Campand any such successor shall be deemed stibdtitr all purposes of the "Company”
under the terms of this Agreement. As used inAlgileement, the term "successor" shall mean anypefsm, corporation or business entity
which at any time, whether by merger, purchasetleerwise, acquires all or substantially all of #ssets of the Company. Notwithstanding
such assignment, the Company shall remain, with successor, jointly and severally liable for tlabligations hereunder. Except as herein
provided, this Agreement may not otherwise be assidy the Company.

11.2  Assignment by the ExecutiveThis Agreement is not assignable by the Execufitds Agreement shall inure to the benefit of
and be enforceable by the Executive's personagal representatives, executors, and administratocsessors, heirs, distributees, devisees,
and legatees. If the Executive should die while ampunts payable to the Executive hereunder remastanding, all such amounts, unless
otherwise provided herein, shall be paid in acaocdavith the terms of this Agreement to the Exe®didevisee, legatee, or other designee
or, in the absence of such designee, to the Exetsiestate.

12. Legal Remedies

12.11 Payment of Legal FeeShe Company shall pay the Executive's reasoragtd fees and costs associated with entering into
this Agreement. To the fullest extent permittedadwy, the Company shall promptly pay upon submissibstatements all legal and other
professional fees, costs of litigation, prejudgmatgrest, and other expenses incurred in conneetith any dispute arising hereunder;
provided, however, the Company shall be reimbubsetthe Executive for (i) the fees and expensesrazkain the event the Executive's
claim is in a material manner in bad faith or fiiwes and the arbitrator or court, as applicabléemeines that the reimbursement of such fees
and expenses is appropriate, or (ii) to the exteattthe arbitrator or court, as appropriate, aetees that such legal and other professional
fees are clearly and demonstrably unreasonable.

12.2  Arbitration. All disputes and controversies arising undemazdnnection with this Agreement, other than theksey of
injunctive or other equitable relief pursuant tetBm 9 hereof, shall be settled by arbitrationdweted before a panel of three (3) arbitrators
sitting in New York City, New York, or such otherdation agreed by the parties hereto, in accordaitbethe rules for expedited resolution
of commercial disputes of the American Arbitrat@ssociation then in effect. The determination @& thajority of the arbitrators shall be
final and binding on the parties. Judgment mayriered on the award of the arbitrator in any cbasting proper jurisdiction. All expenses
such arbitration, including the fees and expenééseocounsel of the Executive, shall be bornehgy@ompany and the Executive shall be
entitled to reimbursement of his expenses as pealvid Section 12.1 hereof.

12.3 Notice Any notices, requests, demands, or other comratiaits provided for by this Agreement shall beisight if in writing

and if delivered personally, sent by telecopient & an overnight service or sent by registeredestified mail. Notice to the Executive not
delivered personally (or by telecopy where the Exge is known to be) shall be sent to the lastraslslon the books of the Company, and
notice to the Company not delivered personallybfptelecopy to the known personal telecopy of thespn it is being sent to) shall be sent to
it at its principal office. All notices to the Compy shall be delivered to the Chief Executive @ffizvith a copy (not itself constituting notice)
to the Executive Vice President, Human Relationsopy (not itself constituting notice) of any naito the Executive shall be delivered to
Jerry L. Shulman, Williams & Connolly LLP, 725 ¥2Street, N.W., Washington, D.C. 20005. Delivery khaldeemed to occur on the eal

of actual receipt or tender and rejection by thierided recipient.

12.4 Continued Paymentsin the event after a Change in Control eithetypfilles for arbitration to resolve any disputetasvhether
a termination is for Cause or Good Reason, untihsiispute is determined by the arbitrators, thedgve shall continue to be treated
economically and benefit wise in the manner asgdayehim in the arbitration effective as of thealaf the filing of the arbitration, subject to
the Executive's promptly refunding any amounts paidim, paying the cost of any benefits providedim and paying to the Company the
profits in any stock option or other equity awaedgrcised or otherwise realized by him during teedency of the arbitration which he is
ultimately held not to be entitled to; provided @mbitrators may terminate such payments and bsrinfthe event that they determine at any
point that the Executive is intentionally delayicanclusion of the arbitration.

13. Miscellaneous

13.12 Entire AgreementThis Agreement and each Exhibit hereto, excefli¢aextent specifically provided otherwise herin
therein, supersedes any prior agreements or uadeiags, oral or written, between the parties loenéth respect to the subject matter hereof
and constitutes the entire agreement of the pastitbsrespect to the subject matter hereof. Inethent of any discrepancy or conflict between
this Agreement and either Exhibit, the provisiofthe Exhibit shall prevail. To the extent any sewee plan or program of the Company -
would apply to the Executive is more generous &HRecutive than the provisions hereof, the Exgewthall be entitled to any additional
payments or benefits that are not duplicative dhatl otherwise not be eligible for such plan agram.



13.2  Maodification. This Agreement shall not be varied, altered, rivedli canceled, changed, or in any way amendedampr
provision hereof waived, except by mutual agreeroétite parties in a written instrument executedhgyparties hereto or their legal
representatives.

13.3 Severability In the event that any provision or portion osthigreement shall be determined to be invalid @ndorceable for
any reason, the remaining provisions of this Agreeinshall be unaffected thereby and shall remafualiffiorce and effect.

13.4 Counterparts This Agreement may be executed in two (2) or noonterparts, each of which shall be deemed tnbariginal
but all of which together will constitute one amh tsame Agreement.

13.5 Tax Withholding The Company may withhold from any benefits pagabider this Agreement all federal, state, cityotber
taxes as may be required pursuant to any law cergovental regulation or ruling.

13.6 BeneficiariesThe Executive may designate one or more persoestiies as the primary and/or contingent beiegfies of any
amounts to be received under this Agreement. Sesigdation must be in the form of a signed writingeptable to the Board or the Board's
designee. The Executive may make or change sudgna@disn at any time.

13.7 RepresentationThe Executive represents that the Executive'd@mpent by the Company and the performance by the
Executive of his obligations under this Agreememndt, and shall not, breach any agreement thagaibk him to keep in confidence any
trade secrets or confidential or proprietary infation of his or of any other party, to write or sait to any other party or to refrain from
competing, directly or indirectly, with the busisesf any other party. The Executive shall not diselto the Company, and the Company :
not request that the Executive disclose, any tsageets or confidential or proprietary informatafrany other party.

14. Governing Law

The provisions of this Agreement shall baestrued and enforced in accordance with the |dviseostate of Delaware, without regard to
any otherwise applicable principles of conflictda#s.

[ signatures begin on next pape
IN WITNESS WHEREOF, the Executive and the Camphave executed this Agreement, as of the dayeadfirst above written.

/s/Terrence O'Donnell
TERRENCE O'DONNELL

TEXTRON INC.

By: _/s/John D.
Butler
Name: John D. Butler
Title: EVP, Admin and CHRO

Exhibit A
Parachute Gross Up

(&) Inthe event that the Execusihall become entitled to payments and/or bengfisided by this Agreement or any other
amounts in the "nature of compensation” (whethesymnt to the terms of this Agreement or any opfeem, arrangement or agreement with
the Company, any person whose actions result mmage of ownership or effective control coveredegtion 280G(b)(2) of the Code or any
person affiliated with the Company or such persma result of such change in ownership or effeatontrol (collectively the "Company
Payments"), and such Company Payments will be sutgjghe tax (the "Excise Tax") imposed by Sectl@89 of the Code (and any similar
tax that may hereafter be imposed by any taxingaity) the Company shall pay to the Executivehattime specified in subsection (d) be
an additional amount (the "Gross-up Payment") shahthe net amount retained by the Executiver dfteluction of any Excise Tax on the
Company Payments and any U.S. federal, state,ariddal income or payroll tax upon the Gross-upriant provided for by this paragraph
(a), but before deduction for any U.S. federalestand local income or payroll tax on the CompBayments, shall be equal to the Company
Payments.

(b) For purposes of determining thiee any of the Company Payments and Gross-up Ragr(ellectively the "Total Payments™)
will be subject to the Excise Tax and the amourduath Excise Tax, (x) the Total Payments shall&éatéd as "parachute payments” within
the meaning of Section 280G(b)(2) of the Code,ahtparachute payments" in excess of the "baseuatdas defined under Code Sect



280G(b)(3) of the Code) shall be treated as sulbjettte Excise Tax, unless and except to the extbantin the opinion of the Company's
independent certified public accountants appoiptéat to any change in ownership (as defined u@tate Section 280G(b)(2)) or tax
counsel selected by such accountants (the "Accotgi)asuch Total Payments (in whole or in partheitdo not constitute "parachute
payments," represent reasonable compensationriaces actually rendered within the meaning of Bac280G(b)(4) of the Code in excess
of the "base amount" or are otherwise not subgetiié Excise Tax, and (y) the value of any non-¢ssiefits or any deferred payment or
benefit shall be determined by the Accountantcooedance with the principles of Section 280G ef @ode.

(c) For purposes of determiningdh@ount of the Gross-up Payment, the Executivd beadeemed to pay U.S. federal income
taxes at the highest marginal rate of U.S. fedamaime taxation in the calendar year in which tliess-up Payment is to be made and state
and local income taxes at the highest marginaloftaxation in the state and locality of the Ex@als residence for the calendar year in
which the Company Payment is to be made, net afidnémum reduction in U.S. federal income taxescilttould be obtained from
deduction of such state and local taxes if paislich year. In the event that the Excise Tax iseyssntly determined by the Accountants to
be less than the amount taken into account hereandlee time the Gross-up Payment is made, theuxe shall repay to the Company, at
the time that the amount of such reduction in Exdiax is finally determined, the portion of thegorGross-up Payment attributable to such
reduction (plus the portion of the Gross-up Paynadtnibutable to the Excise Tax and U.S. fedetatesand local income tax imposed on the
portion of the Gross-up Payment being repaid byBkecutive if such repayment results in a reduditioBxcise Tax or a U.S. federal, state
and local income tax deduction), plus interestt@amount of such repayment at the rate provid&kation 1274(b)(2)(B) of the Code.
Notwithstanding the foregoing, in the event anytiporof the Gros-up Payment to be refunded to the Company has jmedrto any U.S.
federal, state and local tax authority, repaymieeatdof (and related amounts) shall not be requirgifl actual refund or credit of such portion
has been made to the Executive, and interest payaltihe Company shall not exceed the interestwed®r credited to the Executive by st
tax authority for the period it held such portidie Executive and the Company shall mutually agpe the course of action to be pursued
(and the method of allocating the expense theretfe Executive's claim for refund or credit isnited.

In the event that the Excise Tax isfatetermined by the Accountant or the InternaldRere Service to exceed the amount taken into
account hereunder at the time the Gross-up Payisiemdde (including by reason of any payment theterce or amount of which cannot be
determined at the time of the Gross-up Paymerg)Cthmpany shall make an additional Gross-up Paymeaspect of such excess (plus any
interest or penalties payable with respect to sxdess) at the time that the amount of such exsdsslly determined.

(d) The Gross-up Payment or portim@reof provided for in subsection (c) above shalpaid not later than the thirtieth (30th) day
following an event occurring which subjects the E&xése to the Excise Tax; provided, however, th#hé amount of such Gross-up Payment
or portion thereof cannot be finally determinedoomefore such day, the Company shall pay to thecttive on such day an estimate, as
determined in good faith by the Accountant, of tieimum amount of such payments and shall payehemder of such payments (together
with interest at the rate provided in Section 1BJ&)(B) of the Code), subject to further paymgmnissuant to subsection (c) hereof, as soon
as the amount thereof can reasonably be determingé) no event later than the ninetieth day afieroccurrence of the event subjecting the
Executive to the Excise Tax. In the event thataim®unt of the estimated payments exceeds the arsobhséquently determined to have been
due, such excess shall constitute a loan by thep@oynto the Executive, payable on the fifth dagaftemand by the Company (together \
interest at the rate provided in Section 1274(Rdf the Code).

(e) Inthe event of any controvensth the Internal Revenue Service (or other tavanthority) with regard to the Excise Tax, the
Executive shall permit the Company to control isstedated to the Excise Tax (at its expense), pealthat such issues do not potentially
materially adversely affect the Executive, butExecutive shall control any other issues. In thenéthe issues are interrelated, the Executive
and the Company shall in good faith cooperate swa jeopardize resolution of either issue,ibthie parties cannot agree the Executive
shall make the final determination with regardrte issues. In the event of any conference withtaxipg authority as to the Excise Tax or
associated income taxes, the Executive shall penaitepresentative of the Company to accompanixieeutive, and the Executive and the
Executive's representative shall cooperate wittCtheapany and its representative.

() The Company shall be resporsibt all charges of the Accountant.

(g) The Company and the Executhalgpromptly deliver to each other copies of anmjtten communications, and summaries of
any verbal communications, with any taxing autlyoritgarding the Excise Tax covered by this Exhhit

AMENDED AND RESTATED
EXHIBIT B TO
AMENDED AND RESTATED EMPLOYMENT AGREEMENT
OF TERRENCE O'DONNELL
DATED AS OF MAY 2, 2006 (the "Employment Agreement")

The following constitute special compens@iprovisions to be provided to the Executive iy @ompany. All initially capitalized terms
not otherwise defined in this Exhibit B shall hakie same meanings as in the Employment Agreemébig.Eixhibit B shall be deemed
incorporated by reference into and to be part eEmployment Agreement, provided, howeytat to the extent, if any, that there is a
discrepancy or conflict between the text of the Exypment Agreement and this Exhibit B, the provisiar this Exhibit B shall prevail.

1) Hiring Bonus:

The Executive received a special hiring bonus énamount of $200,000, subject to withholding arteoteductions in accordance with



Company's usual compensation policies.

2) Performance Share Units:

The Executive was granted initial Performance Shhnigs ("PSU's") as follows:
a) Cycle 2000 4,000 PSU's
b) Cycle 2000-01 6,000 PSU's
c) Cycle 2000-02 7,500 PSU's

3) Stock Options:

The Executive received an initial grant of non-dfied options to acquire 20,000 shares of votintmomwn stock of the Company, such grant
to be pursuant to an agreement in the form of thmg@any's normal non-qualified stock option agrednf@rkey executives.

4) Special Pension Calculations

a) All long term incentive compensation earnedhsy/Executive (whether or not deferred) pursuaainplong term incentive
plan (including without limitation the PerformanSaare Units) shall be included in measuring theckttee's compensation
for purposes of any of the Company's pension pldosvithstanding the immediately preceding sentefaepurposes of
determining the Executive's benefits under the SERPdefinition of "Compensation" under Sectiod4lof the SERP shall be
revised so as to exclude therefrom the value ofRerjormance Share Units granted to the Executivespect of the 2006-08
performance cycle or any subsequent performandesyc

b) There shall be no deduction from or offset tgp pansion payment or death benefit otherwise dulked=xecutive from the
Company or any affiliated entity (collectively, tfiextron Group") or pursuant to any employee bi¢mddin, program or

policy provided by the Textron Group as a resulbioin connection with any amounts available odpaithe Executive that are
derived or paid from any defined benefit plan, defi contribution plan or unfunded retirement, witlvdal or death benefit
plan of Williams & Connolly LLP ("W&C").

c) In the event that the Executive is involuntatdyminated without Cause or terminates his emp#trwith Good Reason (as
such term is defined in the Employment Agreementgjther case prior to reaching age 60, the Exeeshall nevertheless be
entitled to payment of a pension pursuant to thecktive Supplemental Pension Plan equal to 25%eopénsion to which he
would have been entitled thereunder upon retireraeatie 65.

5) Deferred Income Plan

In the event of (a) a Qualified Termination follomgia Change in Control, (b) an involuntary termimabf the Executive by the Company
without Cause or (c) a termination by the ExecutoreGood Reason, any otherwise unvested premiuvratpe by the Company with respect
to any deferred income under the Deferred Incoraa Bhall be fully vested as of such date.

6) Perguisites
The Executive shall be entitled to:
a) An executive automobile and related expensasénrdance with normal Company policy for key exives
b) Financial Planning and Tax Preparation serviggeerally accorded key executives
c¢) Club membership (both initiation fees and regdlzes) in accordance with normal Company poliaykfey executives

d) Payment of or reimbursement for all bar revi@nrse fees, bar examination fees, annual duesnilasifees or expenses
incurred by the Executive for the purpose of beemnicensed or qualified as an attorney eligibleractice within the State of
Rhode Island or in any other jurisdiction in whitie Executive in good faith determines he shoulddkcensed or qualified

e) Payment or reimbursement for (i) up to six (6) nimsrtemporary housing in a furnished "executiveestlior comparable
housing in the Providence, Rhode Island metropobtiea, (i) all local travel, food and entertaimhexpenses within such
metropolitan area while the Executive is houseslich temporary housing, and (iii) reasonable trawalising, food and other
househunting expenses actually incurred by the kecor members of his immediate family in tramglito, from and within
the Providence, Rhode Island metropolitan areganch of lon-term housing for the Executive and his fan



7) Travel between Providence, Rhode Island and Wasigton, DC

The parties to the Employment Agreement acknowlddge(a) the Executive will maintain residencesath of the Providence, Rhode
Island and Washington, DC metropolitan areas, bhthé Executive will, in addition to his positisith the Company, continue on a limited-
time basis as a partner in W&C. The Executive whigrefore, travel frequently between such metiitgoolareas. In recognition of such
understandings, and in order to clarify the allmsabf expenses for such travel, the parties haveeal to the following:

a) To the extent that the Executive uses transgi@ntequipment or facilities owned or operated byoo any member of the
Textron Group, which equipment or facilities aré being diverted from another corporate use to meoodate the Executive,
and without regard to the purpose of the Execgitravel, the Executive may utilize such equipnaerfacilities at no cost to
him, provided, howeverthat to the extent required by any law, the Comypshall report appropriate charges for any travel
thereupon by the Executive as additional incomtag@oExecutive in accordance with such law and nb@oanpany policy.

b) The parties acknowledge and agree that the Exeowill conduct Textron-Group related busines®ath Providence,
Rhode Island and Washington, DC. To the extentttt@Executive travels between such metropolitaason Textron Group-
related business using commercial travel facilitidssuch reasonable travel expenses shall befpaa reimbursed by the
Company in accordance with its normal policieskiey executives.

c) To the extent that such travel utilizes comnarravel facilities but is for non-Textron Grouglated purposes, the
Executive shall be responsible for paying for amteursing the Company for all such expenses.

8) Special Relationship with W&C

In further recognition of (a) the Executive's camtng relationship with W&C, and (b) the attorndient relationship between the Company
and W&C, the parties have agreed as follows:

a) The Executive may simultaneously serve the Compa provided for in Section 2 of the Employmegtéement and
remain as a part-time partner in W&C, all as sethfan such Section 2.

b) Any legal services performed by the Executiveether directly or as a supervisor, on behalf gfmember of the Textron
Group, regardless of where it is performed, shaltbnsidered as having been performed in his dgpagian officer and
employee of the Company and not as a partner of W&C

c) Any legal services performed or supervised byather partner, associate or staff at W&C for amgmber of the Textron
Group, whether or not subject to supervision bylkecutive, shall be considered as having beempe&d by the firm as
outside counsel to the Textron Group.

d) W&C shall not bill the Company for any time speg the Executive with respect to any matter netato any member of the
Textron Group, nor will it bill the Company for atavel expenses incurred by the Executive in these of such
representation (all of which will be treated as &yment-related expenses of the Executive subjebts Employment
Agreement). W&C shall bill the Company, however, &t travel expenses of any other partner or eyg#oof W&C, and for
all messenger, photocopying and similar office mexy, all in accordance with its normal billing gtiees, without regard to
whether the Executive directed the incurrence ohservices on behalf of any member of the Tex8ooup or supervised the
matter with respect to which such travel or serwisere ordered.

e) W&C shall remain free to represent and to prevady services to or on behalf of any other cliemthe same extent as if the
Executive had no personal affiliation with the Camp. The Executive shall timely inform W&C of anyatter from which he
should, in his good faith judgment, be screened \&&.C may rely in good faith on such determinatmnthe Executive.

f) The Company will indemnify, defend and hold héess W&C and its partners, associates and staff ind against any
liability, loss, cost or expense (a "Loss") incarigr suffered by any of them, in whatever capadityonnection with or as a
result of any investigation or proceeding of angt smthe extent relating to or arising out of degal services performed by the
Executive (including his supervision of any legahdces provided by the firm for or on behalf ofyanember of the Textron
Group) in his capacity as an employee of the Compaovided, howeverno such indemnity shall apply if and to the ekten
that such Loss relates to or arises out of sendeesned hereunder to have been performed by thddiror on behalf of any
member of the Textron Group (whether or not suchises were supervised by the Executive).

g) W&C and each other indemnified party under 8estion 8 shall be a third party beneficiary théredth rights to enforce
the provisions thereof to the extent related tdysndemnified party.

9) Credit Date Payments

Beginning as of January 1, 2006, and continuingach anniversary thereof through and including dgnii, 2009 (each aCredit Date "),



Textron will credit the Executive's Moody's Accouvithin Textron's Deferred Income Plan for Textioay Executives (the Deferred
Income Plan") with the sum of $157,465.00 per year over anavalany other deferred income credited to any atcoiuthe Executive
within the Deferred Income Plan (each such additipayment, a Credit Date Payment"), provided, howeverthat no such additional
Credit Date Payment shall be credited as of angiCBate (a) unless the Executive is, as of suddi€Date, an employee of Textron, or (b)
as otherwise provided in Sections 6.3(d) or 8df(the Agreement. Notwithstanding anything to tbatcary set forth in the Employment
Agreement or this First Amendment, Credit Date Payts shall not be included in measuring the Exeelsticompensation for purposes of
any of the Company's pension plans.

10) Approvals

To the extent that any commitment or covenant ef@ompany contained in either the Employment Ageseror this Amended and Restated
Exhibit B, including without limitation the provishs of Sections 4 and 5 of this Amended and Resttaibit B, shall constitute an
exception to normal compensation or benefit paicdéthe Company for its key executives, the Orgation and Compensation Committee
the Board of Directors of the Company shall promptid expressly approve such exceptions.



Exhibit 10.¢

SECOND AMENDMENT entered into as of the 4th day of May, 2006 toetimployment agreement entered into as of July 233 18s
amended by First Amendment dated as of May 6, 20®5Employment Agreement") by and between Texthoo.,, a Delaware corporation,
with its principal office at 40 Westminster Streletpvidence, Rhode Island 02903 (the "Company")laewdis B. Campbell (the "Executive™).

WITNESSETH:
WHEREAS, the Company and the Executive have previously edtgto the Employment Agreement; and
WHEREAS, the Company and Executive desire to amend the Bmy@ot Agreement to clarify certain provisions.
NOW, THEREFORE, the parties hereto agree as follows:
1. Section 6.3(b) is amended by adding at titkteereof:
“(the sum of (i) and (ii) being hereinafter refette as 'Final Annual Compensation')."
2. Section 6.3(e) is amended to read as follows

e "Two and one-half (2 1/2) additional years of seevfincluding age as if such service was compleded)compensation credit (at the
Executive's "Then Compensation Level") for bengfitposes under any defined benefit type retirerplamt, including but not limited
to the SERP and the SBP if then in effect, anthafExecutive is not eligible to receive benefitsler any such plan on the date of
termination, two and one-half (2 1/2) additionahgsof age for determining eligibility to receivach benefits, provided that benefits
under any such plan will not commence until thedtxi@e actually attains the required distributigeainder the plan or the
Executive's spouse qualifies for death benefitseusdch plan and further provided that, with regardny plan qualified under
Section 401(a) of the Internal Revenue Code of 188&mended (the "Code"), the additional amouatgIne provided on a
nonqualified plan basis. "Then Compensation Legh#ll mean an annual rate of compensation equbéteum of (i) Final Annual
Compensation and (ii) the performance units antbpaance share units earned with respect to thesunement periods ending at or
about the end of the fiscal year immediately prewgthe year of termination (to the extent recogdiin the definition of
'‘Compensation' under the applicable plan; in thse ad the SERP as provided in Section 3.4 above that no amounts deemed
earned in respect of performance share units i 208. any grant after the 2004 grant) or lateargeshall be included in
Compensation for purposes of the SERP); providedieler, that with respect to the year of termimatia lieu of utilization of the
amount in clause (ii) above, the Executive willde=med to have received in the year of terminatierfull amount of performance
units and performance share units earned with ct$pehe measuring periods ending on or abouettteof the fiscal year
immediately preceding the year of termination (Mleetor not such amount is actually paid to the Eiee prior to the date of
termination); provided, further, that, other thanset forth in the immediately preceding provisée amounts described in clause (ii)
above shall be included in "Compensation" undeipthas referred to in this Section 6.3(e) in lié@oy amounts actually paid to the
Executive in respect of performance units and perémce share units in the year of termination hedeafter.”

3. Section 8.1(g) is amended to read as follows

° "(g) A lumpsum cash payment of the actuarial present value@eut (as determined in accordance with the rfengirable (to th
Executive) overall actuarial assumptions and sidgsich any of the Company's tax-qualified or norifjed type defined benefit
pension plans in which the Executive then partigippof the accrued benefits accrued by the Exeras of the date of termination
under the terms of any nonqualified defined bertgfie retirement plan, including but not limited toe SERP and the SBP, and
assuming the benefit was fully vested (and comnebimoenediately upon such termination) without regarény minimum age or
service requirements. For this purpose, such hisrafall be calculated under the assumption tleaERecutive's employment
continued following the date of termination forehbr(3) full years (i.e., three (3) additional yeafrage (including, but not limited to,
for purposes of determining the early retirementdaand the actuarial present value, but not ttinereencement date of benefits for
calculation purposes (all of which shall be deeteecbmmence on the date of termination)), compénséat the Executive's Then
Compensation Level) and service credits shall loedd"

4. Section 8.1(j) is amended to insert the wd(dt the maximum level)" after the word "units! the first line thereof.
5. Section 8.1 of the Employment Agreementigrded by adding the following new subsection atethd of such section:

"(n) The Executive shall be entitled to thef®enance Bonus, subject to, and in accordance, Biglation 3.9 of this
Agreement."

6. The Employment Agreement, as amended hegiedall, remain in full force and effect.

IN WITNESS WHEREOF, the Company has caused this Amendment to be exkbutiés duly and authorized officer a



the Executive has hereunto set his hand as ofateefalst above written.

TEXTRONC.

By: /s/Terrence O'Donnell

Name: Terrence O'Donnell
Title: EVP, General Counsel

EXECUTIVE

[s/LisvB. Campbell
Lewis Bampbell




TEXTRON MANUFACTURING
COMPUTATION OF RATIO OF INCOME TO FIXED CHARGES

(unaudited)

(In millions, except ratio)

Three Months

EXHIBIT 12.1

Ended
April 1, 2006
Fixed charges:
Interest expense $ 25
Estimated interest portion of rents 7
Total fixed charges $ 32
Income:

Income from continuing operations before inedlxes $ 213
Dividends in excess of pre-tax income of TextromalRice 13
Fixed charges 32

Adjusted income $ 258
Ratio of income to fixed charges 8.06



TEXTRON INC.
INCLUDING ALL MAJORITY-OWNED SUBSIDIARIES
COMPUTATION OF RATIO OF INCOME TO FIXED CHARGES
(unaudited)
(In millions, except ratio)

EXHIBIT 12.2

Three Months

Ended
April 1, 2006
Fixed charges:
Interest expense $ 98
Estimated interest portion of rents 7
Total fixed charges $ 105
Income:
Income from continuing operations before inedaxes $ 213
Fixed charges 105
Adjusted income $ 318
Ratio of income to fixed charges 3.03



Exhibit 31.]
Certification of Chief Executive Officer Pursuant to Rule 13a-14(a)
I, Lewis B. Campbell, Chairman, President and Chiefcutive Officer of Textron Inc. certify that:
1. | have reviewed this quarterly report on FormQ@of Textron Inc.;

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#téde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, négadisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtias defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

A. designed such disclosure controls and proceduresaused such disclosure controls and procedoré® designed
under our supervision, to ensure that material rmégion relating to the registrant, including itensolidated
subsidiaries, is made known to us by others withose entities, particularly during the period ihigh this report is
being prepared,;

B. designed such internal control over financialoripg, or caused such internal control over finahceporting to be
designed under our supervision, to provide readenadsurance regarding the reliability of finanegborting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. evaluated the effectiveness of the registrarnisslasure controls and procedures and presentetthisnreport our
conclusions about the effectiveness of the discéosantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

D. disclosed in this report any change in the regig!s internal control over financial reportingttoccurred during the
registrant's most recent fiscal quarter that hasenadly affected, or is reasonably likely to maadly affect, the
registrant's internal control over financial rejrogt and

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatidntefal control over financi
reporting, to the registrant's auditors and thdtanmmittee of the registrant's board of direct@nspersons performing the equival
functions):

A. all significant deficiencies and material weaksesin the design or operation of internal condrar financial reporting
which are reasonably likely to adversely affect tgistrant's ability to record, process, summaaizé report financial
information; and

B. any fraud, whether or not material, that involveanagement or other employees who have a significde in the
registrant's internal control over financial repugt

Date: May 5, 2006 /s/Lewis B. Campbell
Lewis B. Campbell

Chairman, President and Chief Executive
Officer




Exhibit 31.z
Certification of Chief Financial Officer Pursuant to Rule 13a-14(a)
I, Ted R. French, Executive Vice President and frieancial Officer of Textron Inc. certify that:
1. | have reviewed this quarterly report on FormQ@of Textron Inc.;

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#téde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, négadisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtias defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

A. designed such disclosure controls and proceduresaused such disclosure controls and procedoré® designed
under our supervision, to ensure that material rmégion relating to the registrant, including itensolidated
subsidiaries, is made known to us by others withose entities, particularly during the period ihigh this report is
being prepared,;

B. designed such internal control over financialoripg, or caused such internal control over finahceporting to be
designed under our supervision, to provide readenadsurance regarding the reliability of finanegborting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. evaluated the effectiveness of the registrarnisslasure controls and procedures and presentetthisnreport our
conclusions about the effectiveness of the discéosantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

D. disclosed in this report any change in the regig!s internal control over financial reportingttoccurred during the
registrant's most recent fiscal quarter that hasenadly affected, or is reasonably likely to maadly affect, the
registrant's internal control over financial rejrogt and

5. The registrant's other certifying officer and | badisclosed, based on our most recent evaluatidntefal control over financi
reporting, to the registrant's auditors and thdtanmmittee of the registrant's board of direct@nspersons performing the equival
functions):

A. all significant deficiencies and material weaknesisethe design or operation of internal controgiofinancial reporting whic
are reasonably likely to adversely affect the rtegig's ability to record, process, summarize apbrt financial informatiol
and

B. any fraud, whether or not material, that involvesnagement or other employees who have a significdatn the registran
internal control over financial reporting.

Date: May 5, 2006 /s/Ted R. French
Ted R. French

Executive Vice President and Chief
Financial Officer




EXHIBIT 32.1

TEXTRON INC.

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Textrime. (the "Company") on Form 1Q-for the period ended April 1, 2006 as filed wilie
Securities and Exchange Commission on the Dateohétiee "Report"), I, Lewis B. Campbell, Chairmapresident and Chief Execut
Officer of the Company, certify, pursuant to 18 LS8 1350, as adopted pursuant to § 906 of thbaBasOxley Act of 2002, that to n

knowledge:

1. The Report fully complies with the requirementsection 13(a) or 15(d) of the Securities Exchafigeof 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdiéton and results of
operations of the Company.

Textron Inc.

Date: May 5, 2006 /s/ Lewis B. Campbell
Lewis B. Campbell
Chairman, President and Chief Executive
Officer




EXHIBIT 32.2

TEXTRON INC.

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Textrime. (the "Company") on Form 1Q-for the period ended April 1, 2006 as filed wilie
Securities and Exchange Commission on the Dateohétfee "Report"), I, Ted R. French, Executive ViEeesident and Chief Financ
Officer of the Company, certify, pursuant to 18 ILS§ 1350, as adopted pursuant to § 906 of thbaBasOxley Act of 2002, that to n
knowledge:

1. The Report fully complies with the requirementsection 13(a) or 15(d) of the Securities Exchafigeof 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdiéton and results of
operations of the Company.

Textron Inc.

Date: May 5, 2006 /s/ Ted R. French
Ted R. French

Executive Vice President and Chief
Financial Officer




