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BALANCE SHEETS JJCont'd)
Ej[.u'f‘rrulury stock atcost

.‘L‘-!.--

cemm lnventerlea at
co:l (ln 198§ lm:l 3136.506 19

1984).

: 1985, 1,932,000; I?ﬂ. 1,522,000;

4 :&‘.’ém
. 32.08 p!d. 1985-83, 69,000,

$1. 49

1985-79. 487,000,
1985, 1,371,000; !.GH 2J366.000: 1983,
1, JJT 000,

o“paz shares: 1985, 1,189,000; 1984, 1,028,000;
WI'ES 'I'O CONSOLIDATED FINANGIAL
STATEMENTS

(Aa. takken from Annual Report of Company)
1. Summary of Significent Aeewnmnn Policies

mpﬁu of mnuld

consclidated ﬂnxm:lzl statements in-

&hs accounts of T Inc. and all of

s except its finance and insur-

are accounted for on

the equity mer.hod. All s cant intercompa-

ny transactions sre elnmn-ted. For informa-

tion about T lid finance

end ingurance subndzauﬂ. see pages 55 to 62.
For A ion of Aveco
Corporation and dimmunued operations, ses
Notes 2 and 3, respectively.

t-type
and { Pro?isu m:.t::ltobeﬂed

ees are earned TE=
alized on long- term contracts and programs
on estimates of toul sales value and

contrdcts are reco:

in accounting period in
revisions are made. Estimated lu“-

contracts and proyams are recorded
identified.

m and deveiopmant
are to ex| as
Tottl ex tures on research and
d.lvelopmem_ ctivities amounted to $520 mil-
, 8322 million and $289 in 1985,
1984 and 1983, rnpecnvdy,. of which 359 mil-
$47 milion and 856 miltoa were Compa- *©
ny-

Tranalation of

ig

FE

n currencies

's foreign operations are excluded from
uont: . mwnt shﬂahﬁ‘é—
ars mm:m i
%I tio: I.Q:Sd
operations in
mu and 1983 were $4 , $3 million and
81 million, respectively

iscome f )
lim e,

rmation about income

Effective at the beginning of 1983, Textron
changed its method of accoun for invest-
ment tax credits from the def method to
low-through method with respect to its
ufecturing operations. (In_accordance
industes practice, Textron’s unconscl-

finance companies continue 10 use the
deferral method with respect to their lessing
change was made to con-

the balance was calculated using the straight
line method.

Cosis in excess of net sevets of companies ac-

quired
Such costs related to T ‘s ufactur-
i:n; tions are being amortized on the
t-line method princ Lpal!y over 40 years.

Such costs applicable to and included in Tex-
tron’s investments in unconsolidated finance
and insurance in the consolidated
balance sheet, are being amortized on the
straight-line meﬂmd over 2§ years.
Inventeriss
Inventories aggregating $541 million at De-
cember 28, 1983 and $310 million at December
29, 1984 were valued by the last-m. ﬂrat-eut
(LIFO) method.
t.hm those related to Ions—tum con-

tram J are stated genmerally at

the lower of first-in, t—out coat. or market,
Reductions in certain in quantities

resulted in the hqmdmon at LI laym. the

effect of which increased income a?prm.
mately £3 million in 198%8, $1 tm.l.lio 1984
and £3 miilion in 1983.

Inventories relating to lons-term contracts
and pro; Iﬁam:. net of progreas payments, were
$491 m 28, 1925 and §221
million tDemmber 29, 1984 including una-
mortized initial tooling and other non-recur-
rmu cests (528 million at December 28, 1985;

7 million at Decmbaz 29. 1984}, direct pro-

duction costs and manufacturing overhead. (In

As to government contracts, mventary cosr.i
also include eral and
penges (“l . at December 2&. wss. su
million at December 29, 1984). Costs attribut-
ed to un.its delivered are based upon the esti-
mated average cost per unit at contract or
etion. In accordance with in-
dustry practice, amounts relating to long-term
contracts and programs are classified as cur-
rent assets ale cexta.m of these amounta
are not expected to be reslized
year.
Penulon and ciher postratiremant
Textron has a number of sion l:.n.s cov-
ering substantiaily all of ?u p?
males annual oontnbuumn to the plans equl.l
to the amounts accrued for pension expense.
Pension ex) ro: E:ruﬂvu. lmmd 1.9!.‘5\;;;
approximat: on, $30 on an
nnﬁon. respectively, including amortization
of prior service cost over periods ranging from
10 to m‘mn. él‘he increase in mﬁau ie::-
pense in is due pnmpn!ly to acquisi-
tion of AVCO. Accumulated plan benefits and
lan met assets for Textron's pension plans,
on dats contained in the most recent ac-

within one

Dec. 238.'&5 Dee, 19,'84 Dec. 31,'83
51.800 74,400 46,100
1,633,300 1,253,900 1,244,600
7.400 2,210,000 2,104,1500
?.Vég’ s‘..a.m 1,000
2. Acquisition of Aveo

As a result of an offer mauie purnuant to an
Agreement and Plan of Merger entered into in
December 1984. Textron acquired for cash
over 95% of common stock of
Avco Corporation eia‘.ecuva on January 9, 1985
and the balance by statutory merger on Feh-
ruary 28, 1985 for approximately $£1.4 billion.
Textron has accuumed for the acguisition of
Avco as 2 pu mxl:r. Aveo's
results o.l ape'mtms are {m:iuded lmo 1985'

underlying :
on their raspe\:uve iaat values. Of the $628 mil-
lion of Textron's purchase price in excess of
the fair values of Aw:os net assets, $449 mil-
lion related to Avco Financial Semr.eu. Inc.
(AFS), and is reflected in investments in un-
consolidated finapce and insurance subsi-
diaires; the balance is reflected in other assets.
Presented below is the condensed unaudited
statement of income which combines on a‘.lp
forma basis the statements of income of
tron and Avco fo: their respective 1984 fiscal
s\:ur ends.

what wﬂd have occurmd had the scquisition
been consummated at that tim.
Condensed pro forma mzement of income

(uaaudlud)
millions except per share amount) e
Cost of sales & seliing & admin, axp. . 34143
244.2
Equity in income of mon.wl
finan. & insur. subsidiaries ..... 188.4
Int. exp., net 2569
Income from continuing operations
beforeincometaxes ............ 175.7
EARAR ,.o00vainmnianspmess e 613
Income E:om continuing operations 1144
rom discont. oper.. net of
tuu ...................... 360
Netincome __. vesas 1504
Inc. per comm. sh.:
Im:oma from continuing ?ﬂ ...... $3.13
Income from opet.... .. 99
Netincome ........cconvmiiniinnns 4.2
2. Discontinued Operation
Textron has

[}

announced its intention to re-

duce its consolidateq indebtedness ( -
Iy attributable to its acquisition of Avco

tuarial reports available, are as follows: approximately $i billion by mid-1986, In fur-

(In millions; nn, 1, 1985 Jan, L, 1984 therance of thia , Textron sold in 1985 ita

Actuarial present value o! m:mmulwsd plan beme- Amanm Research and Dcvelopment. Fafnir

B eeted 10477 87351 Kollons and oo u;u& 2 b B

........... and Sp. e M
Nonveseed........ 85.1 519 gn u.mt of Vntentme Sands,
$1,132.8 $785.0 he 2 ‘am pr amounted 1 . ppronmlth. ““t’i?f
¥ o a
Netuu_bn.vlﬂahlt 8210 mmmn As further debt-reduction ;-_ae;{
...... 81,3729 $879.3 sures, Textron sold its Valentine Sands Divi-

The weighted av of the d L;lr:ﬁ sion in Feb 1984, has contracted ro sell

of return used in determining the actu its titch V:cr.wammunndu
present value of accumulated plan benefits in the

gn 8.2%, and 7.8%, for 1984 and 1985, respec-

§ selling its Bridgeport Ma.
m%{g amelllse cash proceedg

vely. from these dispositions are estimated to be
In Decem 1985, the Financial Accounting $500 uulli::h

Standards Board [ssued Statement No. 87 re-  Gains and losses on the dispositions in 1985
iating to which is required to be im- huvc bm deferred as the total disposition
plemented by Textron no later than 1987, This :tx-l.ﬁe‘“d to result in an aggregate
statement is not expected to have a material 3ai.a which be recorded when the remain-

effect on Textron's consolidated financial po- wgr%wuiom are sold.
e assets and liabilities of discontinued op-

sition or results of operations.

In addition to providing pension benefits,
Textron providea certain health care and life
msurémee benefm for certain retired empioy-

these benefits is restricted and liabilities

to the parmuefn bmaﬂt lans at the
locations “ reumpbeneﬁ ese retit-

es be:ugsg mnd mmita,x'E benafits 25 a.ct.vg -
ployees are by insurance compn-
nies or other carriers who determine premi
ums for insured plans and expected costs to be
%ud. during the year under seli-insured plans.
‘extron recognizes the cost of providing these
benefits by expensing the premiums and costs
and mcun-ed Such costs aaﬁi::hla to contin- I

turing com H 5 aperations were appro tely $117 mil-
ing besn nppli.ed retro A n&"&?&ﬁ,‘é“%, lion l.nd. £65 million for 1985 and 1984, respec-
1988, 1984 -nd 1953 wcmld been 0 tively. The cost of pr these benefits for
million, (£6.43 e.s . £112.9 million (§3.10 the 8,000 retirees (4,430 in 1984) receiving &
P!r!hn) lon (§2.29 per share), benefits is not separately identifiable Imm the
t!pectwc&y cost of provrd: such ita for the 45,000
',ﬁ::“'. plant and equ (26,000 in 1984) a&tivc employees.
b cost of prupe , plant and equipment = IRcome per common share
- bdnﬁ deprecial er.lny B | on. t.heegnumud Income per commeon share is based on aver-
useful lives of the assets, tion appli- age shares ding during each
cable top continuing operations using accelerat- yesar assuming full conversion of prefened
stock and exercise of warrants and stock op-

&d methods amounted muf. million in wss.
ﬂ_l-lmilliminl nd $23.2 millio 1983;

erations not yet sold have netted and
classified separatsly in the consolidated bal-
ance sheet at December 28, 1985, 'I'heu assets
consisted primarily of receiv-
ableo of $129 ml.l];oa! mvémwmn of $152 mil-
property, plant and equipment
%'_".: and accounts payabls of gss million,
. Amounts in the conscli statement of
income for the years 1984 aad 1953 have been
restated to report separately the income for
discontinued operations. Such opera s had
g-regaue sales of $952 million, $1.1 bilnon and
mliﬁon in 1985, wuuml 1983, reapective-
After-tax gains from szles of investments
mcludeé in income from discontinued opera-
tions were $18.6 millicn, £5.6 million £$4.8
million in 1988, 1984 and 1983, myecuvciy
4. inveniories (In millions)
Dec, 28, 1985 Dec. 29, 1984
23033

...... §158.4

4539
117.6

1202
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§. Other Assete (In millions)

invest. at cost

Dec. 28, 1985 Dec, 29, 1984
93 $104.8 ments wif

43.9 The

149.1 303

e
aggregal i

Pmu from sales

[Market val
$163.9 mullion, t;;'em L
of in

cast ulﬂ)mﬂ.l

million in 1984, $6.7 million in 1983 and $11.1 million

in 1982,
@, Othver Current
(In millions) Dec. 28,1985 Dec. 29, 1984
Salaries & wages $100.1 867.4
Pensions ....... s 1.9 33.5
Customers’ deposits 328 25.7
............ 40.6 38
S tal .
u.mn'glo . ben, . 7.0 43.7
Tazes, o fed.
inc. taxzes ........ 5.6 42.0
Other .............. 3180 119.5
$613.0 $335.6

7. Dabt and Credit Faciiiltea

Long-term_debt outstanding at December
28, 1985 and December 29, 1984 is summarized

of a finance, real estate investment or insur-
ance comy I.l'l.)f), has revolving credit ee-
S banks for a credit facility of ap-
Elroxmutely $1.6 billion which is also available
or suppuﬂ of coramercial paper borrowings.
revolving credit facilities are available
until November 1987, unless extended pursu-
ant to the terms of the :qre:menu. Based on
on of commercial

paperznd $0 million of bank borro
have been classified as long-term debt at De-
l:gnbvr 28, 1985. A commitment fee of 14 of
dion oF “‘"‘;:‘a.‘: ity ‘h"““;‘?m““m" » of

the ties. Upon the

the :ru [ to make

revolving cradxtl oans, any amounts thm out-
standing will be payable i four equal mnutl
installments, commencing one year th
Borrowings under the revolving cre&t
agreements are in U.S, dollars and/or, if avail-
able, in Euro-currencies and, dependlng on
the form of borrowing elected. bear interest at
{a) the banks’ prime rates increased by a per-
centage (the “applicable margin”) r
from 14 of 19 to %) of 1% de
whether and to what extent the ratio of zhs
consol total borrowed funds of Tmton
and its reatricted subsidiares to their
dated tangible czpiul funds is greater than
1.25:1; (b) the banks’ certificate of deposit
rates adjusted for reserve requirements and

uetuuymu.bl
to $40.81 per share. These
holder

as follaws: FDIC costs and increased by 3 of 177 and the ta feesive upon
Inmmmns) Dec. 28,1985 Dec. 29, 1988 Sopficable m ; or (¢) the London Inter- gg:-i;mtvﬁ‘ﬁ equm N
bank Offered nm adjusted for reserve re- _lp T o Options
Senior: under auy and Incee “"tgybel‘.hﬂ z%plzgzhlg average purchase Hgn
margin and a percentage, negotiated af
o P wis SYER SR S PICIAED (T IR & e SonBld B Rl of Gl ey
umdu.el995 99.7 Under 35: terms of the revolvi credie , OPtions on 365,764 shares were exare
:Ium B - : 1985 at an average
9'5 agreements, Textron and its re ed subsid- 0 G0 P v sis
E odolhrf -------- iaries are required to meaintain their consali- S Bl of
7'/' g % 108 11,4 Gated total borrowed funds at a level not ex-
T4 s}.Debs. e AL 4 ceeding two times their consclidated tangible
(3 7 s capital funds and may not t the ratio of
1997 ...l 9.2 19.2 their consolidated earnings before interesat and
O‘h‘"m" b rh:xles z.m c?nsoliducd interest ex te §
ess
107): cveinvnens 274 46.2 Credit facilities not used or reserved as sup-
Total senior ... 1,083.1 1418 5;‘%'&;:3‘&;"% SS1T mion ok Becem -E.
; L98S. '
IW&Z:%M. debs, 0.8 Textron has entered into iaterest rate ex- "
e i 5 2 8 ... change agreemen ng froem Resarved m
L m1”s¢“° 149.2 1to 6 urs.wiuchhldd&dfe:to!f‘ the Shares of Common Smckwerermdu
?V%:ubot&.'&il;.' v ' ==+ rate o cerett on approximately uzs n Decembtr 2& 1985 as fo i
« 8s.3 of variable interest rate borrowings at Decem- 08 C . Pid. Sthe., Sf.'r A 1,440,512
--------------- * ber 28, 1985 at app tely 10.9%. Net 1.40 Conv, Pfd. Div, Stk., Sez. B . 160,13
Tatal amounts due under these contracts increaged s granted toempl. ........... G,ﬂl
subordinated 249.0 85.3 in- 1585 hy sopecaliively 3.1 o‘“ﬂhnug
Total Textron 13321 2271 90 million in 1986; $50 mm in 1987 and _ {illncludes shares issuable upon cuuvuil-ﬁ
At * 8183 million therzafter. shares of preferred stock held in trensury.
o In July 1985, Textron called for redef.ﬁmw 9. Losses
129 Ngtes due 1990 . 64.5 . (in August 198S) its 7%%, Subordina Rental approxzimately 848
1144, Nates due Dyatures, whidh ware fchenuctis fay lion, 824 and $23 million in 1988, lm‘
mv‘% okt o™ 165 e by Textron. Holders of 5832 million of th?“ :nnm. m“"'i{m
1987 L 89 ... debentures elchansul their dshmta;irnu for Al- S Sae
in an extraordina ain i
Othunows‘ (average af $16.4 lmjhon vE ﬁmu
FIbwlovs api o, s gy tfz:.m o Subbidiaries 16 income Taues
Poral senior 1207 . avmlab!c for cash divid other pay- Tutzon files & consolidated {ederal
mumtharmremAvmhm b he mn‘r;awhxchmdudsaﬂv.s. a2
7 dinated eements with lenders. g
m’“"ﬂfmm December 28, 1985. appr $77.5 mil- their own separate returns. In addit
3 cnrnnn. ... e hml:i‘:lthmhm mmmg; 'ﬂﬁ on were rate retumns are filed for the vm i
s avai e o to
514%, subordinated fo these Pasttctions s“" Note 5"3 fﬁ‘:’é‘oﬁ Details of income before income
(i bmed financial statements of Textron's fi- the
2t $926 per 81,000 nance and insurance subsidiaries for further
principal) ....... 193 ... information about their debt.
Total 8. Sharsholdera’ Equity
subordinated 884 0 ...... &pmhgm;'f{' 1985, Textron
Peasiihvca: i ool 40&?{009:!\11'”&; mmons&ockinnpub-
13212 "5y € oitering. The net roeu:hirum:hesahup-
. S2L -+ proximated $185 on l.nd were applied to
=i A i 2.7 y outstanding debt. Had the shares been
soduuuhmmm.ui usm:heproceeda
$1,503.1 1004 2500 to Tepay cutetie St T aion's e
wel average interest rate on these beor- =
R vy s g gy g i e 3
7 aveme intereat rate for year was

0.04¢
Requ;red paymnents

years
18 1988 (exch
come pu.yabk

mmmermai
banks e i

ion (
Insupport of
s. In some cases,
maintain certain

during the next five
oR lnnz—t:rln debt outstanding a!
amounts that l:mahl.
er Co.'s revolvin cte:ht
u fnl.lows. $18.1

n in

$232 million with certain
are available to the Com,
quu:ul
subsidiary,

per borrowing
require that Textron

), an

balances which are generated by the time lag

in presentation
ments.

company checks for pay-

Ad:humuuly. the Compa » incl dms ts
sm::ecl subsidiaries (that 1;:’;\! i othes
ﬂum pnmnly engaxed in the hnsmeu

ies other

ESh shere of the 52,00 Preforred Stock
c| ol X 7| S
gb m:knate suud value) is convert-

le inta 1.1 uhu- Common and is
redeemable by ext.ron at 850 share. In
the event of involun

i e e 850 2ot et sEeruc o

nds, an; =

L

share ere: ‘videm:l

Stock ($11.82 approximate stated value) is
con sha Comm

Pref. et:red

opticns and performance units
Textron's 1982 Long-Term Inceative Plan
authorizes the granting of awards to key em-
ﬂ%?(i;np:;ioma‘::ce uniudan:ih gﬁ) optiona
purchm‘l’ n Common S e

émmﬂwpmrrﬂesoi:heu.nl AP

Total ........




-

MOODY'S INDUSTRIAL MANUAL 3539

. feal galns. ... (975 5 L :hncmm-wmhauamuddeﬂmcnm
{21 . m 1.8 2 (2.1) Hnancial statementa. ST
(84) ...... = Eifective inc. tax ber lawauits end gr oceedings, i udlns
Iy vieavin 0.0%  4.6% 384% me m“mﬁn to be class -.ctimu.
11. ¥ das i bmn-
663 367 107 tn May 1983, Canadasir, Led flled a S%0T. treble ar punitive damages in su
53 (8.3) (5&) 109,600,000 (Can.) lawsuit against Aveo in ﬁwnﬁbﬁn‘ dé‘,’}n?:;"o:“éf;'n sad
that Avco failed to pehaif of Textron and its subsidiaries, it is, not
#ars $29.3 fulfill its obl ati'ona under a 1977 contract 0 posgible at this time to predict with certainty
PGM‘ is a :e:am:ﬂiulgn of the fedcn.l supoly air with turbofan engines for the ihelr outcome or the ultimate effect on Tes-
statutory income taR rate to the effective in- slrau:.md the amount clsimed in tpon, ng. on the basis of Informatdon
come 4% rate as reflected in the consolidated this increased to $480,015,000 prm available, Textron believes that any
staterment of income: (Cnu.)by-nmddcompiam filed in De- Such Habillty, to the setent not provided for
. 1948 1984 1983 comber 1983, In August 1983, Avco ﬂlud a thraugh inwrmec or otherwise, would not
Fad. stat, inc. tax $it wo.m m.s.) lawauit sgrinst Canadair heve s material effect on Textron’s financial
s ) 0 s o o L e e O e T -
resl LR & constitul s
ine. tazes, & tevmiaation of :.he wn agreernent. A resolu- :,z.a hie Arsa oy, WA
net of fed, tax tion of the issues raised by these two lawsuits  Financial information by business segment
[ usa.lg “té?, (4‘5) in court :éu!ﬁht:e“mmd to take years, but and ng:npmc area i u&; bc‘t'ﬂmm ralll:g
¥ 3 parties cotmnImen dglcunions to iy neclidat
® ol o tead to the neq?ﬂ:ﬁnn of a settle- and unconsolidated subsidiasies.
ment of their dif 'estron’s manage- Thc 1985 data include the operations of
(2.3 (L4) (EJ} mcm,m‘dupon:hnmmmﬁnn vided to Avco from January 10, 1985, Ia connection
L€} . vevss. At to date by Canadair, does not an ate that with the acquisition of Avco, Textron's busi-
35 & esesee the ultimaie settiernent or other resolution of ness segments have been revised as follows:
Divislans
Aveo L Beratf A oming Williamsport; Aveo Lycoming Greer
o Holcop et oo Lye
Aveo Anrmru res; Bell Aerospace Textrom; Aveo Elertronics; HR Textron; Avco

Research Lnbonw Aveo Epecia.ity Materials; Avco Systems

€5 Gurl%'. ‘ownaend: CWC Castings; Randall
-Z-Go; Homelite; Tacobsen Tuc; Gorham; Sheaffer Eaton; Speidel

Avco Financial Services; Testron Financial Corporation
Insurance = veo Financlal Insyrance/Balboa Insusance Group; Paul Revere Insurance Group
Masngement Services Av co Management Services .
Nole: Prioe yem bm—e been reclassified to conform to the current year’s presentation and d for dis sed operations,
For a deseription of business comprising each segment, see peges 30 to 32 of this report.

ENGAHJ.;‘;CIAL INFORMATION BY BUSINESS SEGMENT AMD GEOGRAPHIC AREA

Business Segments (In 3
1983 1984 1983
878 ... E.....
60 30 L g
75 7 23
213 5 2
52 57 3
30 s a2
4 82 103
142 2 17
o Eon B
283 21 17
548 183 153
ate m and other-net (43) (28) (3m
-net 204) {22 (2L
£301 $133 £112
Identifiable asgets

1985 1084 1983
8602 HD...... £......
646 635 597
&7 208 148
1,858 843 745
206 610 612
306 4035 383
512 5,075 995

4,530

2,780

55
7.365 627 508
B i e

iid

5) ) 58]
$1t9 $55 $10,348 = $2.658 22,470

ts ne ik r.:muqu hich redhr'r’ g 1985.
relate solel
(E;’mu‘e.umm y uni :;o, ;: was acou ‘extron in
ludes i except finance subsidiar
(n) Income of the msuna:esubmd;m includes net capital of 3!2 million in 1985,
{vlgrn;xm:mt Services income primarily represents me of a foreign venture in the Middle East. such profits ate recognized to the extent lhey are
"ﬁ!h mittance.

E (w}curpnn exlp;mnfor 19885 include 3 pretax gain of $10 million on the sale of securities.
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Dumutmn of U.8. exporte-coatinuing operations:
Western Europe

$10,348 $2,658
Notes: Revenues include sales to the U.S. Government of £1.9 billion, $613 million and $584 million in 1989, 1984 and 1983, respectively.

between s

te asseta are mim:x ally cash and
shurt:en;-.- B r’;cmhle.
nmnrormmnum
Comj
(Aﬁwkmmwummo! p&n.v)f

The Board of Directors and Shareholders
Tmlne

W examined the accompanying con.
anlid:u:vgmmd'rm at De-
cember 28, 1985 and December 2 lm and
therelued mundsudsmumuuf

cost data for property, pll.nt and
the basis of indemes

&
Tcxumlnc.hawbnmn
ment and have been au by extronscu-
“ch . nﬁfl' p*::?;ugnm 8o
P&y, W eserepo &)
Managemen! for the conso
edﬂnmdsumm

which have been nu-
pared in conformi
accounting prin

whh generally
and include amounts
based on mmagemunts judgments.
ent is alse ;espon:lble for main-

ten an.mmmnﬂaudn
&nionmduunin:oiq

m'.rhe Board of Directors is responﬂble Ecr

uh-
the internal audztm's ave
fru access to the Audit Committee, with

without management representatives im at-

SR Brtantive Officer
William J. Ledbetter
EucutichiccPruidnll.nd
Chief Financial Officer
February 7, 1986

REPORT OF CERTIFIED PUBLIC ACCOUNTANTS

As taken from Annual Re; of Col
zf” ‘"E m u Yport mpany)

nouﬂuryinthtctr:

%th- sumu mentioned

ﬁtmui mdt.!u bined fi-
posi! Tmmlm:, com| L

lln:mnnd mbudun- at Decem- :
mza,:mmnomng.mﬁdmm o

ted results of

counting for tax credits as de-

investment
and mbodmﬂotﬂl tathnmﬂdlzadﬁmdd

Amh b’ Company
thruacy 7. 1bae _

smmmmmmor
INFLATION AND CHANGING PRICES

As T

[{ ﬂafm&munlkepmt m

th eonvmdonllﬁnmﬂ
E ety
oi:hedalhr'l‘o ide more informa-
Hon on the sffects of | ‘( )!‘hund;l
large companies to m pplementary in-
formation te the statements pre-
mrodonmumtwcnl)buh.
mn-:'nﬂmmtmmmm

m
U:Ida! s gulidelines, T

if purchased
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Mimmmm:mulwdfmufmh
Costofsales ............covnuues 138
T e 202

ent) to i
New nrlr.. New York 10172 or repl durlnc the cunmt year. Current Inc. from contin. oper. as adjusted . S14dl
Supgiementery Five-Year of Selected Finansist
e e—. m)cmlﬂnn mmnmmm-tmpm-aummxmdnnm) (In millions
1945 1984 1983 982 1581
Historical sales restated for 1981-1984 . .. ... ......cvivriiniinniniananasses 038.5 25944 -
Histeorical cost information adjusted for changes in specific prices (current cost basis): W b oo o nml? ;
Income from continui casrinie 2146.1 £45.8 £33.1 8286 604
& pet $3.92 $1.25 3. £.78 a8
$1,900.8 $1,769.9 31,8173 $1,880.5 $1,9659
2311 8.5 $8.5 $139 el
259.8 £69.4 7 9 sl
P i O el e S 10.8 69.8 H&::l i s iz
lncr.m mﬂn&l&d mdﬁmmﬂfﬂm(m in apecific
excess in gen. £59.0 8362
Dividends DT COMMON SHATE . ..vvveenennntnnn, $1.80 ‘fﬁ ‘ﬁg ugg L6
Marlket price per COmMMON Share at yearend . .........cvuuevnnuerrrennes £34.95 £35.23 $26.46 s
Avm@om?m[ndnforAﬂUrhnCmmm(U.ﬂ.CPbU} inz il 2984 289.1 nLs
QUARTERALY FINANCIAL Mn !TGCK INFORMATION 1985 AND 1888
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(As taken from Annual R of Company)
tat Quarter 2nd uaster 3vd Quarter 4th Quester
In millions ‘share emounts, 1985
@ except per ) 1984 1985 1984 1385 1984 1985 198
A 921.2 524.8 994.8 535.8 936.0 4896 1,186.5 B
738.8 417.2 802.0 430.7 742.2
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$6.8 49 53.6 5.1 64
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2nd Quart 3rd Quarter 4th Quarter
1l985 1984 lQSSQu = 1984 1985 1984 1985 1984
68.6 58 63.4 32.5 69.2 354 996 200
261 14.9 24.5 13.2 28.5 15.3 41.6 1.8
dZ.5 359 7.5 40,7 0.1 550 iT.2
X o1 78 137 2 140 173
.................. 164 s
A mamas wameewy dewwss 0 v P e VRt T e -
$58.4 $48.6 §27.2 $70.8 £25.3 §72.0 £34.5
1.18 £.57 $1.07 8.53 $t.12 £55 8L.46 B.47
: 1 13 27 21 P ; .15 35 4B
FY sahede Seleesr awmedas ameass edeEws ceesass sEgees
$1.63 872 $1.34 874 $1.54 70 $1.81 §.95
$45%, £35Y/4 $55 $31% $59%, £33 3519 243
Tow .. : m'y: 23t wive 251, 43 27 14 774
Div, sh. I.} 345 §45 $45 $.45 $.45
l?'us: The 19| de the opernhons a AVCD a.n 10, !98
Amounts for 1984 and the flrst three quarters of 1985 have be:n rﬂul: or d:sconm-med operations.

FINANCIAL REVIEW
(As Tnken From Annual Report of Company)
CIlel Resources

%.cl tien of Avce Corporation in ear-
ﬁ 19!5 requr.ted funds of approximately $1.4
financed through bank

Aa [ muit of these horro
fetlo of dabt ﬁm S
ly 629% ahrotly after the acquisition had been
In Mazch 1985, Textron announced xt.s plan
to reduece indebtedness by ap-
meliml-u],y [ b:n.mu by m:.dAIDB-G In further-
ance of this plan, Textron sold in 1985 iis
u.n:k and Development, Fafnir
e it S S %&“&”
e Meter sions e
m& Pﬁnunl unit of Valentine Sands.

md chansed approxi-
mﬂhon ot :Ehx debt for l:gglx-nm
poration owned hy 'ru-

extron

I.uawod Texm te mdux:e
debt—which ﬂ&:k of
ring 1985—to $1.5 bi

'l'n g :::&nsctutglunc E a'ﬁcam h -
of opera

Valentine Sands Division in ubruar_v

aunmct.ed to sell its_Hoatitch and

tor Divisions and is in the process

rt Machines Division.

rqximh:mlym“' sale_lsh are
el mitlion.

Pieupu'; of these sales, Textron

Y. m:cnmpkahed its debt-reduc-

its nﬂntg; credit [acilities,
ow Erom continy operation:

be more than s.uihctentu:g mpe:: -

um tal needs and provide Textron m!th

3 v O e

1“6.

ve hrE!

ER ZEE‘

i

!h.ugng for Textron is conducted through
several independent borrowing entities r.oi'n-
of the parent company and its UnCOR-

ce nuba.:dianes. Avca

(AFS) tron Financia)
mft_'kpontaou (TFC) This Eramewark allows
umu, needs related to

th specialized
thly liquid portiolios ai’ reeew-
dllll. to fmanceo erations through th

external group of creditors, As mdepmd.n
borrowers, their debt is supported by their
m a.uen, mt.hout znsrantal; frotgi pﬁi
& il

shmaaa md hqusd.ntg of Tﬂtron s ope:c:gom
arg beat unders y sepa.rm.ely considering
its mdependem.

Boum of cash to l;he parent compmy to

meet working capital requirements and capi-
:{n‘khgﬁ as well as renguirements for intsr.
and debt r ent, corporate expenses,
hill d.wh?c:!gll: ME;: deri from earn-
rnmtad by subgidiaries and divisions
m the congolidated financial state-

and from d:nd% received s un-
ries, supplement-

g.lgrl'oan_’& m c:ns:; long—term borgo
o accom
ldates £ p-.nymi

statements for further in-
SR

respect to Textron’s debt
fes,

Textron con-

P o e s e

on results for
and pages 8-11.

ments of Textron’s finance and insurance sub-
sidiaries for infonmation concerning debt and
credit lines of AFS and TFC.

Rezulls of Operstions

1988 va. 1534

Results of operations for 1985 include the
results of Avco Cannrauon from January 10,
1985, the date as of which Textron had pur-

chased over 957 of Avco's outs - Com-
men stuclfldm 2 result of this acquugxan. aa
well as solid eperating 'ormances by most
divisions, Textron reported record results in
1985. T'otal revenues from conl apera-
tions were $5.7 billion (mcludml 1. 1 ballion
attributable to Textron's unconsolidated fi-
nance and insurance subsidiaries} compared
to $2.2 billion in 1984. Income from continuing
sgn:ﬂhms was $180.1 million, or $4.83 per

up 1329, from the $77.5 million, or $2.12

per shave, ed in 1984, Theﬁe amounts
exclude the results of ed divisions
as if they had been sold at the be of the

year. Income for 1985 from continuing opera-
tions would have increased to approeximately
$207.4 millions, or $5.56 per share, had these
dmsmna. in fact, been sold and the proceeds
therefrom been available for debt repayment
at the beginnine of 1082, .
Net income for 1985 totaled $251.8 million,
or $6.75 per share, up from the §1 l.i 5 million,
or $3.11 per share, in 1984. Such income for
1985 included a total of $28.2 million ($.76 per
share) from an extraordinary gain and an ac-
counting change,
1984 va. 1983
Oma ht increage in revenues, net income
incrensed by 28%, in 1984 Lo $113.5 million
(83.11 per share) from $88.7 million (82.40 per
shaye) in 1983 and i mt:ume Erum continuing op-
erations incre to $77.5 million in 1984
(;fg per s:lx‘sre) from 8696 million in 1983
per aAre. Q m‘lﬂvmﬂ were
ue to substantial gains in the commercial
products category.

Eespulsion

The Propulsion segment ropiesenis wae
three Ly units ed in 1985 m the
Aveo acquisition. See pages 6-8 for discussion
of the 19| lmnlu of these units.

Hellsopters
Revenues for 1985 were 3855 million, $183
their 1984 level. Increases oc-
arily in the areas of sparye pnﬁ

U.s 13 arns, interastion
sales and sales of air
Increased sp revenues resulted from a

ares
continuing trend to increase flight 4 on
existing aircraft both in commercial and mili-
u% areas. Commercial operators are putting
tonal hours on their current equipment.
Military users are also 2 hours as their
current fleet gets older and replacement air-
craft are suu unde! development. Sales to the
U.S, Go substantially, pri-

mniy dua to ouzmn on programs
such as the AH-1S lB‘d %?tds? and mlpmded
customer-funded R&D activity asseciated
with the V-22,
Inl:nme for lm of .léorm.lhonu doubie uut
of 1984. The rovement is

ume-related. In 1 aperaﬂns pre!:t declmed
% from 1983 Jevels as a result of lower val-
ume. due to weak worldwide demand for com-
mercial helicopters. For fu information
is segment, see discussion on

nancial mport tor their hqu:dsty and capital profits

upm ided thfrom n
BOULE: - Thue wurces mclude ume- of
ﬂhill'lu.m:c e .mderahl gfsaiu
_.’T.‘ :r-:‘_d aper an

to
t. See Note 5 to
financial state- (M3

the B-1B and C-5 programs, as well as the
menufacture and sale of comumercial electron-
ies products for U.S. computer and telecom-
munications companies. Bell Aerospece and
HRE Teuxtron continued to have strong opera-
tions and reported improved profits on Bell's
higher volume on the LCAC air cushion vehi-
cle program and increased sales of flter prod-
ucts by HR Textron’s Purolator Technologies
unit,

The improved usult: i 1.954 over 19383
were due to incr d sales of d rel

ated
aerospace squipment at both Bell Aerpspace
and HR Textron.

industrial Preducta

Aggregate revenues in 1985 approxirmated
those in 1984, as the increased volume from
Randsll’s automotive products and from
Chezry’s blind fastener systems were offset by
lower demand at CWC for truck engine blocks
and cylinder heads. CWC's lower volume and
costs associnted with reorganizing and consol-
idating its manufacturing facilities offset prof-
it improvements at Cherry and Randall.

Revenues for 1984 were 299 higher than in
1983 as = result of the strength in the heavy
truck and automotive industries. The higher
volume and conhnums benefits of operating
efficiencies made in prior years contributed to
the increase in this segmennt's operating prof-
it

Consumer Produets

Improved results in 1985 at E-Z-Go snd Ja-
cobsen, and, to a leaser extent, at Gorham,
were due to the effects of l'uxher sales vol-
umes. E-2-Go benefited fro= cxpanded prod-
uct lines and Jacobsen's results were helped
by intensive promotional . The agare-
gate profits of the cuther units in tlua segment
declined, principally due to depressed results
st Homelite and Sheaffer Eaton. Both units
suffersd from the effects of excess capacity in
their respective markets and resultant com-
petitive pricing pressures.

The segment’s results for 1984 approxzimat-
ed those for 1983, with the benefits of higher
sales volumes at E-Z.Go, Gorham and Jacoh-
sen offsetting the effects of wealk demand for
Homelite's chain saw and lawn asd garden
equipment.

lmplﬂl of inflation anvd Changing Prices on

Soles and income from Conlinuing Operations

Historical dollar accounting (as reflected in
the conventional financial staterments) does
not reflect entirely the cumulative effects of
increasing costs and changes in the purchasing
power of the dollar. To provide further infor-
mation about those efl . pages 52 and 53
reflect a Statement of Income for 1928 Adjust-
ed for the Effects of Changes in Specific Prices
and certain other supplementary data adjust-
ed for the sffects of pncll This in-
formation indicates the significant impact of
d;;:gmt prices on Textron's operations.

ation also l.ﬁe::t.l Textron’s monetary
assets and Uabilities, since the amounts are
fized without referemce to specific future
prices. In inflationary periods, the purchasing
power of monetary assets is decreaszad be-
cause such assets will purchase fewer goods or
services in the future, However, since Tex-

tron's menetary liabilities exceed its monstary
assets, there is an economic tm:hainm
of mctmedpurdum:ma:

ic gain . does not

that can be reflected i in the hmﬂm;tlhmdﬂm

e siatements nor does n. constitute ﬁmdt avail-

ble for distril
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TEXTRON INC—FINANCE AND INSURANCE SUBSIDIARIES COMBINED STATEMENT OF INCOME
CIF uzz'glmmmummemwnmme.ams " b4 .
T

Im’..t&lc. And Service CNEes. . ... . ..iiiiin i iiinaiains l;.‘:::; ) “0,?
Credit life, disability and casualty insur. pram aAny e s
Life, acei 3«1{ and luluh ingur, prem., muiﬂ 151 23T
Investment inc. (including net capital geins)

TOUBI TEVETIMES .+ o0 en v v v vmorosectrsopnsossassssasasissiasnbasanecnasessrodissntinaannansnists - 1,682.7 60.8

{In raillions) e . me
$49.8 3
50608 i
(696.4) (13a3)
73.
(137.4) "3
4,236.0 §§1
93,9 1
279.9
447.8
135.6
§7,309.6
£93.9 8160
.8 M3
94,7 1594
9 #i
142.4 54
8328.7
729.7
222.2
986
474.4
1’2’”.1
2,865.0
1.299.4
$7,300.6
’ — MCOLCB}‘IE!&D u‘ﬁMENT OF CHANGES IN FINANCIAL E‘OSITION
‘ot three in the peviod Dee.
gn mmillions) . 1998 wee . W
urce of m
From
Net income ....... R v S N S e SR e SRR e A l:ﬂ‘ 2
e S0 AU, PONEN MBI - o 00 oo sloa s v a5 Bioia Sl 5 iva ae e e e s L8 RS e s B v e s S
Aroort, of insur. Imﬂﬁﬂ costs (including cost of insur. in force 72.1
i {or loszes on collection of me(w .............. = ; 92.8
Incy. (decr.) in accounts payable, accrued lish. and other (19.1)
Lncrease in unearned insurance premiums and reserves for ins 63.3
Deprec, and 28.5
i 347.2
8939
15.4
20.6
132.3
$2,940,7
s
759.5
95.6
494
933
$2,940.7

TEXTRON INC.—FINANCE AND
A related to AFS
INSURANCE smmungs ¥OT'ES TO l it vmof AF;O:mn i‘:: !A 9W¢r

mmwnmm Paoligiss mo:c’;:h:?mr” e s e s charg nt
Principise of combinetion mnges in extrnn'n equity in the finance tion of the finance discount
The accompanying combined financial and insurance subsidizries during 1985 were mtheeﬁmnd !m:umlmm::n!m ;
statements include the accounts of Textron's as follows: ceivables which is determined to be u
subsidiaries engaged in finance and insurance
‘F%rauom. Textron Financial Corporation $63.8
ATS), Colating ol Ao Paatl oo “i5re tion. portion of u
. consis veo Fin 127.9 isiti : i
roup, Avco Financial Insurance Group and (1;‘.’4} mo.nu.é’ n i g a
the Paul Revere Insurance Group. iaiti; cept om %
The results of operations of AFS are includ- 15.4 m charges are not included in tb 2T
ed in the combined financial statements from face amount of the loan, the cl
T :nungh 10, 1985 gndu'i‘[;mmnu allotl:;non of (24.8) erally
i nse DI and lizbilities
of is reflected in these combined financial 2.7
statmenu (1)

Costs in excess of net assets of companies AT
acquired, principally t.he excesa of Texuana $1,299.4 r
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