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The information in this preliminary prospectus is not complete and may be changed. These securities may not
be sold until the registration statement filed with the Securities and Exchange Commission is effective. This
preliminary prospectus is not an offer to sell these securities and it is not soliciting an offer to buy these
securities in any jurisdiction where the offer or sale is not permitted.
PRELIMINARY AND SUBJECT TO COMPLETION, DATED MARCH 13, 2020

Carrier Global Corporation

The 10,000,000 shares of common stock covered by this prospectus may be acquired by participants in the Carrier Global
Corporation 2020 Long-Term Incentive Plan (the “Plan”), upon exercise of certain options to purchase shares of the common stock
of Carrier Global Corporation, a Delaware corporation (“Carrier,” “we,” “us,” “our” or the “Company”) and upon vesting of certain
restricted stock units and performance-based restricted stock units (collectively referred to as “awards”) issued pursuant to the Plan.
All awards are subject to the terms of the Plan and the applicable schedule of terms. Any proceeds received by Carrier from the
exercise of stock options covered by the Plan will be used for general corporate purposes.
Carrier is currently a wholly owned subsidiary of United Technologies Corporation (“UTC”), which will distribute all of the
outstanding shares of Carrier common stock on a pro rata basis to UTC stockholders. Following the distribution, Carrier will be a
separate public company.
There is currently no trading market for Carrier common stock. We expect a limited trading market, commonly known as a
“when-issued” trading market, to develop on or prior to the record date for the distribution, and we expect “regular-way” trading of
Carrier common stock to begin on the first trading day following the completion of the distribution. Carrier common stock has been
approved for listing on the New York Stock Exchange (“NYSE”) under the symbol “CARR.”
In reviewing this prospectus, you should carefully consider the matters described under the caption “Risk Factors”
beginning on page 15.

Neither the U.S. Securities and Exchange Commission nor any state securities commission has approved or disapproved
of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a
criminal offense.

Prospectus dated [

], 2020.
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INDUSTRY INFORMATION
Unless indicated otherwise, the information concerning the industries in which Carrier participates contained in this prospectus
is based on Carrier’s general knowledge of and expectations concerning the industry. Carrier’s position, share and industry size are
based on estimates using publicly available information, Carrier’s internal data and estimates, based on data from various industry
analyses, our internal research and adjustments and assumptions that we believe to be reasonable. Carrier has not independently
verified data from publicly available information or industry analyses and cannot guarantee their accuracy or completeness. In
addition, Carrier believes that data regarding the industry, share and its position within such industry provide general guidance but
are inherently imprecise. Further, Carrier’s estimates and assumptions involve risks and uncertainties and are subject to change
based on various factors, including those discussed in the “Risk Factors” section. These and other factors could cause results to
differ materially from those expressed in the estimates and assumptions.
TRADEMARKS AND TRADE NAMES
Among the trademarks that Carrier and its subsidiaries own or have rights to use that appear in this prospectus are the names
“Automated Logic,” “Autronica,” “Bryant,” “Carrier,” “Carrier Commercial Refrigeration,” “Carrier Transicold,” “CIAT,”
“Chubb,” “Day & Night,” “Det-Tronics,” “Edwards,” “Fireye,” “GST,” “Heil,” “Kidde,” “Interlogix,” “LenelS2,” “Marioff,”
“NORESCO,” “Onity,” “Riello,” “Sensitech” and “Supra.” Carrier and its subsidiaries’ names, abbreviations thereof, logos and
product and service designators are all either the registered or unregistered trademarks or trade names of Carrier and its subsidiaries.
Names, abbreviations of names, logos and product and service designators of other companies are either the registered or
unregistered trademarks or trade names of their respective owners.
PRESENTATION OF INFORMATION
Unless the context otherwise requires:
•

The information included in this prospectus about Carrier, including the audited historical combined financial statements
of Carrier, which primarily comprise the assets and liabilities of UTC’s heating, ventilating and air conditioning
(“HVAC”), refrigeration, fire and security solutions businesses, assumes the completion of all of the transactions referred
to in this prospectus in connection with the separation and distribution.

•

References in this prospectus to “Carrier,” “we,” “us,” “our,” “our company” and “the company” refer to Carrier Global
Corporation, a Delaware corporation, and its subsidiaries.

•

References in this prospectus to “Otis” refer to Otis Worldwide Corporation, a Delaware corporation, and its subsidiaries.

•

References in this prospectus to “UTC” refer to United Technologies Corporation, a Delaware corporation, and its
consolidated subsidiaries, including the Carrier Business and the Otis Business, prior to completion of the separation,
unless the context otherwise requires or unless otherwise specified.

•

References in this prospectus to the “Carrier Business” refer to UTC’s Carrier operating segment, covering HVAC,
refrigeration, fire and security solutions.

•

References in this prospectus to the “Otis Business” refer to UTC’s Otis operating segment, covering elevator and
escalator manufacturing, installation and service businesses.

•

References in this prospectus to the “UTC Aerospace Businesses” refer to both UTC’s Pratt & Whitney operating
segment, which supplies aircraft engines and aftermarket services for the commercial, military, business jet and general
aviation markets, and its Collins Aerospace Systems segment, which provides technologically advanced aerospace
products and aftermarket service solutions for aircraft manufacturers, airlines, regional, business and general aviation
markets, military, space and undersea operations.
ii
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•

References in this prospectus to the “separation” refer to the separation of the Carrier Business and the Otis Business from
UTC’s other businesses and the creation, as a result of the distributions, of an independent, publicly traded company,
Carrier, and an independent, publicly traded company, Otis, to hold the assets and liabilities associated with the Carrier
Business, and the assets and liabilities associated with the Otis Business, respectively, after the distributions.

•

References in this prospectus to the “distribution” or the “Carrier distribution” refer to the distribution of all of Carrier’s
issued and outstanding shares of common stock to UTC shareowners as of the close of business on the record date for the
distribution (which we refer to as the “record date”).

•

References in this prospectus to the “Otis distribution” refer to the distribution of all of Otis’ issued and outstanding shares
of common stock to UTC shareowners as of the close of business on the record date for such distribution.

•

References in this prospectus to the “distributions” refer to, collectively, the Carrier distribution and the Otis distribution.

•

References in this prospectus to the “Carrier information statement” refer to the information statement to be made
available to UTC shareowners in connection with the Carrier distribution, as such information statement may be amended
or supplemented from time to time prior to the Carrier distribution

•

References in this prospectus to the “Otis information statement” refer to the information statement to be made available
to UTC shareowners in connection with the Otis distribution, as such information statement may be amended or
supplemented from time to time prior to the Otis distribution.

•

References in this prospectus to Carrier’s per share data assume a distribution ratio of one share of Carrier common stock
for every share of UTC common stock.

•

References in this prospectus to Carrier’s historical assets, liabilities, products, businesses or activities generally refer to
the historical assets, liabilities, products, businesses or activities of the Carrier Business as the business was conducted as
part of UTC prior to the separation.

•

References in this prospectus to the “IRS ruling” refer to the private letter ruling from the Internal Revenue Service (which
we refer to as the “IRS”) regarding certain U.S. federal income tax matters relating to the separation and the distribution.

•

References in this prospectus to “separation agreement” refer to the Separation and Distribution Agreement that UTC,
Carrier and Otis will enter into to effect the separation and provide a framework for the relationship among UTC, Carrier
and Otis after the separation.

•

References in this prospectus to the “Raytheon merger agreement” refer to the Agreement and Plan of Merger, dated as of
June 9, 2019, by and among UTC, Light Merger Sub Corp. (“Merger Sub”), a wholly owned subsidiary of UTC, and
Raytheon Company (“Raytheon”), which provides for, among other things and subject to the satisfaction or waiver of
specified conditions, the combination of the UTC Aerospace Businesses and Raytheon in a merger of equals transaction
through the merger of Merger Sub with and into Raytheon (the “Raytheon merger”), with Raytheon surviving the
Raytheon merger as a wholly owned subsidiary of UTC.
iii
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PROSPECTUS SUMMARY
This summary highlights certain significant aspects of our business. This is a summary of information contained elsewhere
in this prospectus, is not complete and does not contain all of the information that may be relevant to you. You should carefully
read the entire prospectus, including the information presented under the sections entitled “Risk Factors” and “Cautionary Note
Regarding Forward-Looking Statements” and the financial statements and the notes thereto. This summary contains forwardlooking statements that involve risks and uncertainties.
Unless the context otherwise requires, the information included in this prospectus about Carrier, including the combined
financial statements, assumes the completion of all of the transactions referred to in this prospectus in connection with the
separation and distribution, including the Otis distribution. Unless the context otherwise requires, or when otherwise specified,
references in this prospectus to “Carrier,” “we,” “us,” “our,” “our company” and “the company” refer to Carrier Global
Corporation, a Delaware corporation, and its subsidiaries. Unless the context otherwise requires, references in this prospectus to
“UTC” refer to United Technologies Corporation, a Delaware corporation, and its consolidated subsidiaries, including the
Carrier Business and the Otis Business prior to completion of the separation.
Unless the context otherwise requires, or when otherwise specified, references in this prospectus to our historical assets,
liabilities, products, businesses or activities of our businesses are generally intended to refer to the historical assets, liabilities,
products, businesses or activities of the Carrier Business of UTC as it was conducted as part of UTC prior to the separation.
Our Company
Carrier is a leading global provider of HVAC, refrigeration, fire and security solutions. Our innovative solutions promote
smarter, safer and more sustainable buildings and infrastructure, and help to effectively preserve the freshness, quality and safety
of perishables across a wide variety of industries. Our comprehensive range of products and services, reputation for quality and
innovation and our industry-leading brands make us a trusted provider for our customers’ critical applications in the construction,
transportation, security, food retail, pharmaceutical and other industries.
Our company is built on a legacy of innovation, beginning with its founders—Willis Carrier, who designed the world’s first
modern air conditioning system; Robert Edwards, who patented the first electric alarm bell; and Walter Kidde, who produced the
first integrated smoke detection and carbon dioxide extinguishing system for use onboard ships. This culture of innovation
supports our core strategy of developing smart, sustainable and efficient solutions to meet the complex challenges resulting from
the mega-trends of urbanization, climate change and increasing requirements for food safety driven by the food needs of our
growing global population, rising standards of living and increasing energy and environmental regulation. The iconic Carrier
brand, with its reputation for innovation and quality, is complemented by our other strong brands, including Automated Logic,
Carrier Transicold, Edwards, GST, Kidde, LenelS2 and Marioff.
We believe that growth in our businesses is supported by favorable secular trends, including the mega-trends discussed
above, which underpin growth across our HVAC, Refrigeration and Fire & Security businesses. We also believe that we are well
positioned to benefit from these long-term trends as a result of the strength of our industry-leading brands and track record of
innovation.
We have an extensive global footprint with approximately 53,000 employees globally, including approximately 3,600
engineers, and our solutions are sold in over 160 countries around the world. We sell our products and services directly to end
customers and indirectly through distributors, independent sales representatives, wholesalers, dealers, other channel partners and
retail outlets.
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For the year ended December 31, 2019, our net sales were approximately $18.6 billion, and our operating profit was
approximately $2.5 billion. Our net sales for the year ended December 31, 2019 were derived from the Americas (55 percent),
Europe-Middle East (30 percent) and Asia-Pacific (15 percent). Our international operations, including U.S. export sales,
represented approximately 52 percent of our net sales for the year ended December 31, 2019. During the same period, new
equipment and service and aftermarket contributed 72 percent and 28 percent, respectively, of our net sales excluding intersegment eliminations.

(1)

Excluding inter-segment eliminations.

Our Segments
Our company is organized into three business segments—HVAC; Refrigeration; and Fire & Security, which, for the year
ended December 31, 2019, contributed 51 percent, 20 percent and 29 percent, respectively, of our net sales excluding intersegment eliminations, and 56 percent, 19 percent and 25 percent, respectively, of our operating profit excluding inter-segment
eliminations and general corporate expenses.
HVAC. Our HVAC segment provides products, controls, services and solutions to meet the heating and cooling needs of
residential and commercial customers, while enhancing building performance, energy efficiency and sustainability. Through an
industry-leading family of brands, including Automated Logic, Bryant, Carrier, CIAT, Day & Night, Heil, NORESCO and Riello,
we offer an innovative and complete product portfolio, including air conditioners, heating systems, controls and aftermarket
components, as well as aftermarket repair and maintenance services and building automation solutions. Our broad product
portfolio offers numerous solutions for our residential and commercial customers.
Refrigeration. Our Refrigeration segment is comprised of transport refrigeration and commercial refrigeration products and
solutions. Our transport refrigeration products and services include refrigeration and monitoring systems for trucks, trailers,
shipping containers, intermodal and rail. Our transport refrigeration products and cold chain monitoring solutions enable the safe,
reliable transport of food and beverages, medical supplies and other perishable cargo. Our commercial refrigeration equipment
solutions incorporate next-generation technologies to preserve freshness, ensure safety and enhance the appearance of retail food
and beverage. Our Sensitech business provides targeted solutions and services for supply chain visibility—addressing quality and
compliance, security and logistics performance management. Our Refrigeration segment includes our Carrier Commercial
Refrigeration, Carrier Transicold and Sensitech brands.
Fire & Security. Our fire and security products encompass a wide range of residential and building systems, including fire,
flame, gas, smoke and carbon monoxide detection; portable fire extinguishers; fire suppression systems, intruder alarms; access
control systems and video management systems; and electronic controls. In addition, our fire and security service offerings
include audit, design, installation and system integration, as well as aftermarket maintenance, repair and monitoring services. We
sell fire detection and suppression technologies to protect a variety of premises, including homes, commercial buildings and
industrial sites. Our security solutions range from advanced physical security solutions, including access control, video
surveillance, key management systems, electronic locks and mobile credentialing for a variety of commercial applications, such
as corporate, healthcare, government, hospitality, education, real estate, property management,
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industrial and automotive, to intrusion monitoring and life-safety solutions for the residential market. Our technology includes
web-based and mobile applications enhanced by cloud-based services. Our Fire & Security brands include Autronica, Chubb,
Det-Tronics, Edwards, Fireye, GST, Interlogix, Kidde, LenelS2, Marioff, Onity and Supra.
Our Strengths
We believe that Carrier is differentiated by our industry-leading portfolio of iconic brands, comprehensive product and
service offerings and reputation for innovation and quality, which make us a trusted provider to our customers across a wide
range of growing markets and channels for commercial and residential building, industrial and smart cold chain applications. Our
competitive strengths include:
Portfolio of iconic brands and leading segment positions. Our iconic and enduring brands are among the most recognized
in their respective industries. Individually, many of our brands are leaders within their respective segments, and we believe that,
collectively, they represent a uniquely positioned portfolio of trusted assets that, together with our ability to provide
comprehensive, state-of-the-art solutions, make us a supplier and business partner of choice.
Extensive and diversified portfolio of solutions, industries and customers. We have a comprehensive and diverse set of
products and services in many industries. While many of our products and brands are leaders in their respective industries, our
business model is not dependent on any single product, brand, industry or customer. Our products solve different problems for a
diverse set of customers in a range of applications and locations, while benefiting from our fundamental operational strategies
and focus on innovation. The diversity of our product and service offerings better qualifies us to be a supplier of choice for a
comprehensive range of solutions, while mitigating potential short-term headwinds in particular locations, applications or
industries.
Global scale and presence in developing and growth markets. We believe that our global scale and comprehensive offering
of products and services provide us with advantages over other providers with respect to design, manufacturing, sourcing, sales
and marketing. Our understanding of local conditions, regulations and customer needs helps position us to focus on attractive
verticals and geographies and respond more rapidly to changing regulatory requirements. This knowledge also enables us to take
learnings, technologies and products developed for one region or customer and apply them to others, driving further growth and
creating value for our stakeholders. Many of the geographical, product or service markets in which we currently operate,
including China, India, Vietnam and other developing countries in Southeast Asia, are experiencing long-term sustained growth.
These countries have high growth potential due to increasing demand for our products and services from currently low
penetration rates, rising living standards and consumption, and increasing regulatory emphasis on safety, energy efficiency and
the environment. Our global scale, presence and extensive distribution network create opportunities for targeted geographic
expansion of our product and service offerings, allow us to serve a diversified customer base and provide exposure to short- and
long-cycle end markets.
Strong, long-term distribution relationships. We have long-term relationships with an extensive network of channel
partners that uniquely position us to meet customers’ demands across the industries and geographies we serve. In many instances,
these relationships have been forged over decades of selling HVAC, refrigeration, fire and security products to provide tailored
solutions for a variety of customers and applications. We also have a number of joint venture arrangements and strategic
relationships with our channel partners that align our respective incentives and facilitate our collective ability to win new
business. We believe that we share a trust, relationship and mutual respect with our channel partners that is unmatched in our
industry. These deep relationships are the product of decades of effort, extensive personal connections and a long history of
dedicated performance and satisfied expectations. The strength of our relationships with our channel partners, our channel
partners’ relationships with end users and the breadth of our distribution network provide us with an important competitive
advantage and help make Carrier a provider of choice even when we do not sell directly to the end user.
Proven track record of innovation with focus on world mega-trends. We have a strong history of innovation across all of
our segments and our current priorities include solutions to address the challenges presented by the mega-trends of urbanization,
climate change and the food needs of our growing global population. Since 2014, we have grown our engineering team globally
by approximately 20 percent to approximately 3,600 engineers. We hold approximately 7,000 active patents and/or pending
patent applications worldwide to protect our research and development (“R&D”) investments in new products and services. In the
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last two years, we introduced over 200 new products. Our recent innovations include a suite of digital HVAC solutions that
improve on-demand customer engagement, as well as visibility into system performance and remote management; combining
carbon dioxide as a natural refrigerant with energy-efficient technology to reduce the carbon footprint of marine container
refrigeration applications; and the first multi-criteria smoke detector to receive the UL 268 (7th edition) Standard for Safety of
Smoke Detectors and Fire Alarm Systems certification. Innovation in our product portfolio is a strong driver of continued growth
as customers increasingly value energy efficiency, sustainability and digitally-connected building systems. These factors are an
important aspect of customers’ buying decisions and serve as key differentiators for Carrier.
Sizable service and aftermarket business drives growth. By virtue of our global scale and market tenure, we have one of the
largest installed bases in many of the industries we serve, which enables us to drive recurring revenue streams from the sale of
repair and maintenance services, parts, components, and end of lifecycle product replacements that are required for installed
products. Our sales of other value added recurring and non-recurring services provide additional revenue streams over and above
sales derived from our equipment business. In 2019, approximately 28 percent of our net sales were generated by service and
aftermarket.
Attractive financial profile underpinned by strong margins and operating cash flow. We benefit from attractive margins
and a track record of strong cash flow generation. Over the past two years, our operating margins have consistently been over 13
percent, a level maintained through the reputational strength of our brands and our culture of operational efficiency. We also
benefit from the low capital intensity of our businesses, which has contributed to our track record of generating strong operating
cash flow. Over the past two years, our capital expenditures averaged approximately 1.3 percent of net sales and we generated a
cumulative $4.1 billion of operating cash flow.
Experienced management team and skilled workforce. Our strategy is driven by an experienced global leadership team and
implemented by skilled operating teams with approximately 53,000 employees worldwide, including approximately 3,600
engineers. Our global workforce, of which approximately 80 percent is located outside the United States, reflects our deep
regional knowledge and enables us to maintain close relationships with our customers. Our leadership team includes executives
who have deep industry expertise, as well as executives who have extensive experience driving growth and operational
excellence across different businesses. This combination of collective industry experience and strong leadership supports our
ability to successfully implement our business strategies.
Our Strategies
We intend to continue to grow by serving our diverse industries, geographies and customer bases with a broad range of
solutions to address the complex challenges resulting from global mega-trends and by innovating ahead of regulatory
requirements. Our key strategies include both a sustained focus on growth opportunities as well as a commitment to establishing a
best-in-class cost structure as a stand-alone company, encompassing the following elements:
Focus on growth
Drive organic growth in existing served markets through technology and innovation. We plan to maintain our proven track
record of innovation by leveraging our culture dedicated to designing smarter, more connected and more sustainable
environments; our industry-leading brands; and our long-term relationships with channel partners and customers to provide
solutions tailored for growing verticals and applications in the markets we serve. For example, in HVAC, through enhanced
engagement with enterprise account owners and operators in key vertical segments, we are utilizing our broad building system
offerings to provide innovative, intelligent building solutions to address our customers’ needs for energy efficiency, safety,
security and an improved occupant experience. Our R&D efforts are focused on growing our products and services across our
segments—we continue to invest in innovation and intend to continue to work closely with our distribution partners to offer bestin-class products and solutions that anticipate customer needs related to refrigerants, efficiency, emissions, noise levels and safety.
As customer demands for more sustainable and connected equipment continue to evolve, our ability to innovate and provide
cutting-edge products and technologies is key to our continued success and ability to grow our businesses. Our innovation efforts
are supported by R&D investments, which were approximately 2.2 percent of net sales in 2019.
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Invest for growth in attractive geographies. We believe that we are well positioned to expand our product, service and
aftermarket offerings in a number of attractive geographies that have significant potential for substantial growth. Long-term
growth opportunities in these geographies are supported by durable global mega-trends. We plan to leverage the scale of our
global operations, the strength of our iconic brands and our proven track record in creating valuable partnerships to focus on
targeted expansion into new locations and channels where we believe that we can drive profitable growth. We also continue to
strengthen our long-term relationships with channel partners to ensure global market coverage and a superior level of customer
service. We believe our understanding of local conditions, regulations and customer needs helps position us to focus on attractive
geographies and to move more quickly to meet rapidly changing regulatory requirements.
Expand in higher value-added services and aftermarket. Products make up the majority of our sales today. Our product
sales, including installations, are more than two-thirds of total sales and will continue to be the foundation of the business going
forward. However, as service and aftermarket offerings evolve in the industry to include more highly sophisticated digital and
“as-a-service” models enabled by data and analytics, we will pursue targeted opportunities for growth, leveraging our smart,
connected products and our broad technological expertise across building systems. In addition, we plan to utilize digital
technologies to enhance our internal operations and enable seamless transactions with customers across the customer experience
and equipment lifecycles (for example, by providing customers visibility from order through delivery).
Strategically optimize product, technology and geographic portfolio to enhance growth. We intend to seek opportunities to
optimize our portfolio of products and services to allocate resources toward profitable growth, and to selectively pursue strategic
partnerships, mergers, acquisitions and divestitures that will enhance our core business, complement our existing array of brands,
products and services, and leverage our global scale and scope.
Leading Cost Structure
Focus on cost-effective performance. As a stand-alone public company, we plan to continue to foster operational, financial
and commercial excellence, to drive sales and earnings growth while maintaining an attractive cost structure, through Carrier’s
longstanding way of doing business. With roots in our legacy manufacturing and business process excellence, the Carrier
operating system is based on lean principles and a highly competitive cost structure that leverages low-cost manufacturing and
R&D resources to drive end-to-end supply chain excellence. In connection with our focus on cost-effective performance, we
launched a strategic cost reduction initiative in 2019 with the goal of reducing cumulative supply chain, factory and general
administrative costs by up to $600 million in the aggregate by the end of 2022.
Summary of Risk Factors
An investment in our company is subject to a number of risks, including risks relating to our business, risks related to the
distribution and risks related to our common stock. Set forth below is a high-level summary of some, but not all, of these risks.
For a more thorough description of these risks, please read the information in “Risk Factors” included elsewhere in this
prospectus.
Risks Related to Our Business
•

Our international operations subject us to risk as our results of operations may be adversely affected by changes in local
and regional economic conditions, such as fluctuations in exchange rates, risks associated with government policies on
international trade and investments, including import quotas, capital controls, punitive taxes or tariffs or similar trade
barriers, and risks associated with emerging markets;

•

We are party to joint ventures and other strategic relationships, which may not be successful and may expose us to
special risks and restrictions;

•

Global climate change and related regulations could negatively affect our business;

•

Cooler than normal summers or warmer than normal winters may depress our sales;

•

Natural disasters or other unexpected events may disrupt our operations, adversely affect our results of operations and
financial condition, and may not be covered by insurance;

•

Information security, data privacy and identity protection may require significant resources and present certain risks to
our business, reputation and financial condition;
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•

Our business and financial performance depend on continued substantial investment in information technology
infrastructure, which may not yield anticipated benefits, and may be adversely affected by cyber-attacks on information
technology infrastructure and products and other business disruptions;

•

We may be affected by global economic, capital market and political conditions in general, and conditions in the
construction, transportation and infrastructure industries in particular;

•

We use a variety of raw materials, supplier-provided parts, components, subcomponents and third-party service
providers in our business, and significant shortages, supplier capacity constraints, supplier production disruptions, price
increases, trade disruptions or tariffs could increase our operating costs and adversely impact the competitive positions
of our products;

•

We design, manufacture and service products that incorporate advanced technologies. The introduction of new products
and technologies involves risks, and we may not realize the degree or timing of benefits initially anticipated;

•

We operate in a competitive environment and our profitability depends on our ability to accurately estimate the costs
and timing of providing our products and services;

•

Customers and others may take disruptive actions;

•

Labor matters may impact our business;

•

Our defined benefit pension plans are subject to financial market risks that could adversely affect our results;

•

We may not realize expected benefits from our cost reduction and restructuring efforts, and our profitability may be hurt
or our business otherwise might be adversely affected;

•

Additional tax expense or additional tax exposures could affect our future profitability;

•

We depend on our intellectual property, and have access to certain intellectual property and information of our
customers and suppliers; infringement or failure to protect our intellectual property could adversely affect our future
growth and success;

•

Failure to achieve and maintain a high level of product and service quality could damage our reputation with customers
and negatively impact our results;

•

We are subject to litigation, environmental, product safety and other legal and compliance risks;

•

We engage in acquisitions and divestitures, and may encounter difficulties integrating acquired businesses with, or
disposing of businesses from, our current operations; therefore, we may not realize the anticipated benefits of these
acquisitions and divestitures;

•

We may be required to recognize impairment charges for our goodwill and certain other intangible assets;

•

We may need additional financing in the future to meet our capital needs or to make opportunistic acquisitions, and
such financing may not be available on favorable terms, if at all, and may be dilutive to existing shareowners; and

•

Failure to maintain a satisfactory credit rating could adversely affect our liquidity, capital position, borrowing costs and
access to capital markets.

Risks Related to the Distribution
•

We have no recent history of operating as an independent company, and our historical and pro forma financial
information is not necessarily indicative of the results that we would have achieved as a separate, publicly traded
company and may not be a reliable indicator of our future results;

•

Following the distribution, our financial profile will change and we will be a smaller, less diversified company than
UTC prior to the distribution;

•

We may not achieve some or all of the expected benefits of the separation and distribution, and the separation and
distribution may materially adversely affect our business;
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•

UTC’s plan to separate into three independent, publicly traded companies is subject to various risks and uncertainties
and may not be completed in accordance with the expected plans or anticipated timeline, or at all, and will involve
significant time and expense, which could disrupt or adversely affect our business;

•

The combined market value following the Carrier distribution and the Otis distribution of one share of Carrier common
stock, the number of shares of Otis common stock to be distributed per share of UTC common stock in the Otis
distribution and one share of UTC common stock may not equal or exceed the pre-distribution value of one share of
UTC common stock;

•

We expect to incur both one-time and ongoing material costs as a result of the separation, which could adversely affect
our profitability;

•

In connection with the distribution, we have incurred debt obligations, and we may incur additional debt obligations in
the future, which could adversely affect our business and profitability and our ability to meet other obligations;

•

After the separation, certain members of management, directors and shareowners may own stock in UTC, Carrier and
Otis, and as a result may face actual or potential conflicts of interest;

•

We could experience temporary interruptions in business operations and incur additional costs as we further develop
information technology infrastructure and transition our data to our stand-alone systems;

•

We may not be able to engage in desirable capital-raising or strategic transactions following the separation;

•

In connection with the separation into three independent public companies, each of UTC, Carrier and Otis will
indemnify the other parties for certain liabilities. If we are required to pay under these indemnities to UTC and/or Otis,
our financial results could be negatively impacted. Also, the UTC or Otis indemnities may not be sufficient to hold us
harmless from the full amount of liabilities for which UTC and Otis will be allocated responsibility, and UTC and/or
Otis may not be able to satisfy their respective indemnification obligations in the future;

•

UTC or Otis may fail to perform under various transaction agreements that will be executed as part of the separation, or
we may fail to have the necessary systems and services in place when the transition services agreement expires;

•

The terms we will receive in our agreements with UTC or Otis could be less beneficial than the terms we may have
otherwise received from unaffiliated third parties;

•

If the distribution, together with certain related transactions, were to fail to qualify as a transaction that is generally taxfree for U.S. federal income tax purposes, including as a result of subsequent acquisitions of our stock or the stock of
UTC (including pursuant to the Raytheon merger), we, as well as UTC, Otis and UTC’s shareowners, could be subject
to significant tax liabilities. In addition, if certain internal restructuring transactions were to fail to qualify as
transactions that are generally tax-free for U.S. federal or non-U.S. income tax purposes, we, as well as UTC and Otis,
could be subject to significant tax liabilities. In certain circumstances, we could be required to indemnify UTC for
material taxes and other related amounts pursuant to indemnification obligations under the tax matters agreement;

•

The transfer to us by UTC or Otis of certain contracts, permits and other assets and rights may require the consents or
approvals of, or provide other rights to, third parties and governmental authorities. If such consents or approvals are not
obtained, we may not be entitled to the benefit of such contracts, permits and other assets and rights, which could
increase our expenses or otherwise harm our business and financial performance;

•

Until the distribution occurs, the UTC Board of Directors may change the terms of the separation in ways that may be
unfavorable to us;

•

No vote of UTC shareowners is required in connection with the distribution. As a result, if the distribution occurs and
you do not want to receive our common stock in the distribution, your sole recourse will be to divest yourself of your
UTC common stock prior to the record date or in the “regular-way” trading market during the period prior to the
distribution;
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•

Failure to maintain effective internal control over financial reporting in accordance with Section 404 of the SarbanesOxley Act could materially and adversely affect us;

•

The allocation of intellectual property rights among us, UTC and Otis as part of the separation could adversely impact
our competitive position and our ability to develop and commercialize certain future products and services; and

•

Potential liabilities may arise due to fraudulent transfer considerations, which would adversely affect our financial
condition and results of operations.

Risks Related to Our Common Stock
•

We cannot be certain that an active trading market for our common stock will develop or will be sustained after the
distribution and, following the distribution, our stock price may fluctuate significantly;

•

A significant number of shares of our common stock may be sold following the distribution, which may cause our stock
price to decline;

•

There may be substantial changes in our shareowner base;

•

Your percentage of ownership in Carrier may be diluted in the future;

•

We cannot guarantee the timing, amount or payment of dividends on our common stock;

•

Anti-takeover provisions could enable our Board of Directors to resist a takeover attempt by a third party and limit the
power of our shareowners; and

•

Our amended and restated bylaws will designate the state courts within the State of Delaware as the sole and exclusive
forum for certain types of actions and proceedings that may be initiated by our shareowners, which could discourage
lawsuits against Carrier and our directors and officers.

The Separation and Distribution
On November 26, 2018, UTC announced its intention to separate the Carrier Business and the Otis Business from the UTC
Aerospace Businesses. The separation will occur through pro rata distributions to UTC shareowners of 100 percent of the shares
of common stock of Carrier and 100 percent of the shares of common stock of Otis, which were formed to hold UTC’s Carrier
Business and Otis Business, respectively.
On June 9, 2019, UTC entered into the Raytheon merger agreement, which provides for the combination of the UTC
Aerospace Businesses and Raytheon in a merger of equals transaction with Raytheon surviving as a wholly owned subsidiary of
UTC. Under the Raytheon merger agreement, UTC has agreed with Raytheon that, subject to the terms and conditions of the
Raytheon merger agreement, UTC will consummate the separation and each of the Carrier distribution and the Otis distribution.
In addition, the completion of the separation and each of the Carrier distribution and the Otis distribution is a condition to the
Raytheon merger under the Raytheon merger agreement. Accordingly, the Raytheon merger will not be completed unless and
until the separation and each of the Carrier distribution and the Otis distribution are completed. The completion of the Raytheon
merger is not a condition to the completion of the distributions. Therefore, UTC may complete the distribution even if the
conditions to the Raytheon merger under the Raytheon merger agreement have not been satisfied or waived, the Raytheon merger
agreement has been terminated or the Raytheon merger will otherwise not be consummated. For more information, see “Certain
Relationships and Related Party Transactions—Raytheon Merger Agreement.”
On March 11, 2020, the UTC Board of Directors approved the distribution of all of Carrier’s issued and outstanding shares
of common stock on the basis of one share of Carrier common stock for every share of UTC common stock held as of the close of
business on March 19, 2020, the record date. We currently expect the Otis distribution to occur on or around the date of the
Carrier distribution, unless otherwise determined by the UTC Board of Directors in its sole and absolute discretion, but subject to
UTC’s agreement to consummate each of the Carrier distribution and the Otis distribution as required pursuant to, and subject to
the terms and conditions of, the Raytheon merger agreement. Though UTC has agreed pursuant to, and subject to the terms and
conditions of, the Raytheon merger agreement, that UTC will consummate the separation and each of the Carrier distribution
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and the Otis distribution, there can be no assurance that the Carrier distribution and the Otis distribution will occur on or around
the same date or that either distribution will occur at all. UTC is making available an information statement relating to the Otis
distribution that contains important additional information regarding the distribution of common stock of Otis.
Carrier’s Post-Separation Relationship with UTC and Otis
After the separation, UTC, Carrier and Otis will each be separate companies with separate management teams and separate
boards of directors. Prior to the separation, UTC, Carrier and Otis will enter into the separation agreement. We will also enter into
various other agreements to effect the separation and to provide a framework for our relationship with UTC and Otis after the
separation, including a transition services agreement, a tax matters agreement, an employee matters agreement and an intellectual
property agreement. These agreements will allocate among Carrier, Otis and UTC the assets, liabilities and obligations (including,
among others, investments, property and employee benefits and tax-related assets and liabilities) of UTC and its subsidiaries
attributable to periods prior to, at and after the separation, provide for certain services to be delivered on a transitional basis and
govern the relationship among Carrier, Otis and UTC following the separation. These agreements will not be impacted by the
completion of the Raytheon merger. For additional information regarding the separation agreement and other transaction
agreements, see “Risk Factors—Risks Related to the Distribution” and “Certain Relationships and Related Party Transactions.”
Transfer of Assets and Assumption of Liabilities
The separation agreement will identify the assets to be transferred, the liabilities to be assumed and the contracts to be
assigned to each of Carrier, Otis and UTC as part of the separation, and it will provide for when and how these transfers,
assumptions and assignments will occur. In particular, the separation agreement will provide, among other things, that subject to
the terms and conditions contained therein:
•

certain assets of, or related to, the Carrier Business, referred to as the “Carrier Assets,” will be transferred to Carrier or
one of its subsidiaries. Subject to limited exceptions, assets used or held for use solely or primarily in the Carrier
Business will be Carrier Assets;

•

certain liabilities of, or related to, the Carrier Business, which we refer to as the “Carrier Liabilities,” will be retained by
or transferred to Carrier or one of its subsidiaries. Subject to limited exceptions, liabilities to the extent arising out of or
relating to the Carrier Business or a Carrier Asset will be Carrier Liabilities, and liabilities arising out of litigation or
other claims (including in respect of environmental or asbestos-related matters) or governmental investigations,
sanctions or orders will be Carrier Liabilities to the extent the facts underlying the applicable matter arose out of or
relate to the Carrier Business, Carrier Assets or the other Carrier Liabilities;

•

certain assets of, or related to, the Otis Business, which we refer to as the “Otis Assets,” will be retained by or
transferred to Otis or one of its subsidiaries. Subject to limited exceptions, assets used or held for use solely or
primarily in the Otis Business will be Otis Assets;

•

certain liabilities of, or related to, the Otis Business, which we refer to as the “Otis Liabilities,” will be retained by or
transferred to Otis or one of its subsidiaries. Subject to limited exceptions, liabilities to the extent arising out of or
relating to the Otis Business or an Otis Asset will be Otis Liabilities, and liabilities arising out of litigation or other
claims (including in respect of environmental or asbestos-related matters) or governmental investigations, sanctions or
orders will be Otis Liabilities to the extent the facts underlying the applicable matter arose out of or relate to the Otis
Business, Otis Assets or the other Otis Liabilities; and

•

all assets and liabilities other than the Carrier Assets, the Otis Assets, the Carrier Liabilities and the Otis Liabilities
(such assets and liabilities, other than the Carrier Assets and the Otis Assets, and the Carrier Liabilities and the Otis
Liabilities, we refer to as the “UTC Assets” and “UTC Liabilities,” respectively) will be retained by or transferred to
UTC or one of its subsidiaries.

For additional information regarding the separation agreement and the transfer of assets and assumption of liabilities, see
“Risk Factors—Risks Related to the Distribution” and “Certain Relationships and Related Party Transactions.”
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Reasons for the Separation
The UTC Board of Directors believes that the separation of UTC into three independent, publicly traded companies through
the separation of its Carrier Business and Otis Business from UTC is in the best interests of UTC and its shareowners for a
number of reasons (irrespective of whether or not the Raytheon merger is completed), including:
•

Greater Focus and Enhanced Operational Agility. The separation will permit each company to more effectively focus
on pursuing its own distinct operating priorities and strategies for long-term growth and profitability, and will better
position the management teams of each company to focus on strengthening its core businesses. Maintaining a sharper
focus on its core businesses and growth opportunities will allow each company to respond better and more quickly to
developments in its industry and to customer demands. In addition, the separation is expected to enhance operational
agility of the separated companies, which will lead to improved operating discipline and help drive better results.

•

Strong Financial Profile of Each Company on a Stand-alone Basis. Each of UTC, Carrier and Otis has established itself
as a global leader with the scale to be both self-sufficient and to sustain investment through economic cycles. In
addition, each of the companies has an investment grade credit rating and strong financial characteristics to
independently drive growth and investment.

•

Separate Capital Structures and Allocation Flexibility. The separation will permit each company to allocate its financial
resources to meet the unique needs of its own businesses, which will allow each company to intensify its focus on its
distinct strategic priorities and individual business risk and return profiles. The separation will also allow each company
to more flexibly pursue its own distinct capital structure, capital allocation strategy and capital return policy. In
addition, after the separation, the Carrier Business will no longer need to compete within UTC with the UTC Aerospace
Businesses and the Otis Business for capital and other corporate resources.

•

Creation of Independent Equity Currencies and Increased Strategic Opportunities. The separation will afford Carrier
and Otis the ability to offer their independent equity securities to the capital markets and enable each stand-alone
business to use its own industry-focused stock to pursue portfolio enhancing acquisitions or other strategic
opportunities that are more closely aligned with each company’s strategic goals and expected growth opportunities.

•

Alignment of Management Incentives with Performance. The separation will allow each company to more effectively
recruit, retain and motivate employees through the use of stock-based compensation that more closely reflects and
aligns management and employee incentives with specific growth objectives, financial goals and business attributes.
Following the separation, recruitment and retention is expected to be enhanced by more consistent talent requirements
across the businesses, providing recruiters and applicants with greater clarity and understanding of talent needs and
opportunities associated with the core business activities, principles and risks of each company.

•

Broadening of Investor Base. The separation will allow each company to more effectively articulate a clear investment
proposition to attract a long-term investor base suited to its businesses, growth profile and capital allocation priorities,
and will facilitate each company’s access to capital by providing investors with three distinct investment opportunities.
This is expected to attract shareowners with distinct investment preferences.

The UTC Board of Directors also considered a number of potentially negative factors in evaluating the separation, including:
•

Risk of Failure to Achieve Anticipated Benefits of the Separation. UTC, Carrier and Otis may not achieve the
anticipated benefits of the separation for a variety of reasons, including, among others: the separation will require
significant amounts of management’s time and effort, which may divert management’s attention from operating each
company’s business; there may be dis-synergy costs related to the separation, including costs of restructuring
transactions and other significant costs; and following the separation, each of UTC, Carrier and Otis may be more
susceptible to certain economic and market fluctuations, and other adverse events than if Carrier and Otis were still a
part of UTC because each business will be less diversified than UTC prior to the separation.
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•

Capital Allocation Efficiency and Flexibility. Following the separation, Carrier and Otis may lose capital allocation
efficiency and flexibility, as each company will no longer be able to use cash flow from one of UTC’s other businesses
to fund its investments and operations. Additionally, as smaller companies, the cost of capital for each company may be
higher than UTC’s cost of capital prior to the separation, and each company has not obtained as high of a credit rating
as UTC’s credit rating prior to the separation.

•

Loss of Scale and Increased Administrative Costs. As part of UTC, Carrier and Otis benefit from UTC’s scale in
procuring certain goods and services. After the separation, as stand-alone companies, Carrier and Otis may be unable to
obtain these goods, services and technologies at prices or on terms as favorable as those UTC obtained prior to the
separation. In addition, as part of UTC, Carrier and Otis benefit from certain functions performed by UTC, such as
accounting, auditing, tax, legal, human resources, investor relations, risk management, treasury and other general and
administrative functions. After the separation, UTC will not perform these functions for Carrier or Otis (other than
certain functions that will be provided for a limited time pursuant to the transition services agreement) and, because of
Carrier’s and Otis’ smaller scale as stand-alone companies, the cost of performing such functions could be higher than
the amounts reflected in Carrier’s or Otis’ historical financial statements, which would cause profitability to decrease.

•

Disruptions and Costs Related to the Separation. The actions required to separate Carrier’s, Otis’ and UTC’s respective
businesses could disrupt each company’s operations. In addition, Carrier and Otis will incur substantial costs in
connection with the separation and the transition to being a stand-alone public company, which may include tax costs
associated with the internal restructuring and costs to separate shared systems, accounting, tax, legal and other
professional services costs, recruiting and relocation costs associated with hiring key senior management personnel who
are new to Carrier and Otis.

•

Limitations on Strategic Transactions. Under the terms of the tax matters agreement that Carrier and Otis will enter into
with UTC, Carrier and Otis will be restricted from taking certain actions that could cause the distribution or certain
related transactions (or certain transactions undertaken as part of the internal reorganization) to fail to qualify as taxfree transactions under applicable law. These restrictions may limit for a period of time Carrier’s and Otis’ ability to
pursue certain strategic transactions and equity issuances or engage in other transactions that might increase the value
of their business.

•

Uncertainty Regarding Stock Prices. We cannot predict the effect of the Carrier distribution and the Otis distribution on
the trading prices of Carrier, Otis or UTC common stock or know with certainty whether the combined market value of
one share of Carrier common stock, the number of shares of Otis common stock to be distributed per share of UTC
common stock in the Otis distribution and one share of UTC common stock will be less than, equal to or greater than
the market value of one share of UTC common stock prior to the distributions. Furthermore, there is the risk of
volatility in each company’s stock price following the distributions due to sales by certain shareowners whose
investment objectives may not be met by each company’s common stock, and it may take time for each company to
attract its optimal shareowner base.

In determining to pursue the separation, the UTC Board of Directors concluded that the potential benefits of the separation
outweighed the foregoing factors. See “The Separation and Distribution—Reasons for the Separation” and “Risk Factors”
included elsewhere in this prospectus.
Corporate Information
Carrier was incorporated in Delaware for the purpose of holding the Carrier Business in connection with the separation and
distribution described herein. Prior to the contribution of the Carrier Business to Carrier by UTC, which will occur prior to the
distribution, Carrier will have no operations other than those incidental to its formation and the separation. Our principal
executive offices are located at 13995 Pasteur Boulevard, Palm Beach Gardens, FL 33418, and our telephone number is (561)
365-2000. We maintain an Internet site at www.carrier.com. Our website and the information contained therein or connected
thereto are not incorporated into this prospectus or the registration statement of which this prospectus forms a part, or in
any other filings with, or any information furnished or submitted to, the SEC.
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Summary of Selected Historical and Unaudited Pro Forma Combined Financial Data
The following summary financial data reflect the historical combined operations of Carrier. We derived the summary
historical combined statements of operations data for the years ended December 31, 2019, 2018 and 2017, and summary
historical combined balance sheet data as of December 31, 2019 and 2018, as set forth below, from Carrier’s audited historical
combined financial statements (which we refer to as the “combined financial statements”), which are included in the “Index to
Combined Financial Statements” section of this prospectus. The selected historical combined balance sheet data as of December
31, 2017 was derived from our historical audited combined balance sheet not included in this prospectus. The selected unaudited
historical combined financial data as of, and for each of, the years ended December 31, 2016 and 2015 was derived from our
underlying financial records, which were derived from the financial records of UTC. In management’s opinion, the unaudited
combined financial data has been prepared on substantially the same basis as the audited combined financial statements and
include all adjustments, consisting only of ordinary recurring adjustments, necessary for a fair presentation of the selected
historical combined financial data for the periods presented. To ensure a full understanding of this summary historical combined
financial data, you should read the summary combined financial data presented below in conjunction with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and the combined financial statements and
accompanying notes included in the “Index to Combined Financial Statements” section of this prospectus.
The summary historical combined financial data does not necessarily reflect what our results of operations and financial
position would have been if we had operated as a separate publicly traded company during the periods presented, including
changes that will occur in our operations and capitalization as a result of the separation and distribution. Accordingly, the
historical results should not be relied upon as an indicator of our future performance.
The summary unaudited pro forma combined financial data for the year ended December 31, 2019 has been prepared to
reflect the separation, including the incurrence of principal indebtedness of an assumed amount equal to approximately $11.0
billion, as described in “Description of Material Indebtedness,” and the distribution of an assumed aggregate amount equal to
approximately $10.9 billion of cash to UTC (which amounts of indebtedness incurred and cash distributed may be adjusted by
UTC as described elsewhere in this prospectus). This indebtedness is expected to consist of a combination of long-term notes and
bank term loans. The Unaudited Pro Forma Combined Statement of Operations for the year ended December 31, 2019 assumes
the separation occurred on January 1, 2019. The Unaudited Pro Forma Combined Balance Sheet as of December 31, 2019
assumes the separation occurred on December 31, 2019. The pro forma adjustments give effect to amounts that are directly
attributable to the separation and distribution, factually supportable and, with respect to the Unaudited Pro Forma Combined
Statement of Operations, expected to have a continuing impact on Carrier. The assumptions used and pro forma adjustments
derived from such assumptions are based on currently available information and we believe such assumptions are reasonable
under the circumstances.
The unaudited pro forma combined financial information is not necessarily indicative of our results of operations or
financial condition had the distribution and our anticipated post-separation capital structure been completed on the dates assumed.
It may not reflect the results of operations or financial condition that would have resulted had we been operating as an
independent, publicly traded company during such period. In addition, it is not necessarily indicative of our future results of
operations or financial condition.
You should read this summary financial data together with “Unaudited Pro Forma Combined Financial Information,”
“Capitalization,” “Selected Historical Combined Financial Data of Carrier,” “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and the combined financial statements and the accompanying notes included in
the “Index to Combined Financial Statements” section of this prospectus.
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Summary of Selected Historical and Unaudited Pro Forma
Combined Financial Data

(dollars in millions)

Results of Operations Data:
Net sales
Research and development
Restructuring costs
Operating profit(1)
Net income(2)(3)
Net income attributable to Carrier
Global Corporation
Capital expenditures

(dollars in millions)

Balance Sheet Data:
Working capital(4)
Total assets(5)
Total liabilities(5)(6)

Pro Forma For the Year
ended December 31,
2019
(Unaudited)

$

2019

18,608 $ 18,608 $ 18,914 $ 17,814
401
401
400
364
126
126
80
111
2,542
2,491
3,637
3,030
1,815
2,155
2,769
1,267
1,776
243

Pro Forma
As of December 31,
2019
(Unaudited)

$

Years ended December 31,
2016
2018
2017
(Unaudited)

2,116
243

2019

2,734
263

2018

1,528 $ 1,490 $ 1,643
22,464
22,406
21,737
18,621
7,971
7,468

$

1,227
326

16,853
351
65
2,760
1,900

2015
(Unaudited)

$

1,854
340

1,782
261

As of December 31,
2016
2017
(Unaudited)

$

1,750
21,985
7,201

$

1,693
20,981
5,844

16,709
325
108
2,563
1,837

2015
(Unaudited)

$

1,749
20,693
5,745

(1)

2019 operating profit includes a charge of $108 million related to the impairment of an equity investment. 2018 operating profit includes a $799 million
pre-tax gain on the sale of the Taylor business, and 2017 operating profit includes a $379 million pre-tax gain on the sale of our investment in Watsco, Inc.

(2)

2019 net income includes a tax benefit of $149 million as a result of the filing by a subsidiary of Carrier to participate in an amnesty program offered by the
Italian Tax Authority and conclusion of a U.S. income tax audit. 2018 net income includes a charge of $102 million related to future non-U.S. taxes
associated with anticipated future repatriation of non-U.S. earnings. 2017 net income includes unfavorable net tax charges of approximately $799 million
related to U.S. tax reform legislation enacted in December 2017.

(3)

The Pro Forma 2019 net income reflects $336 million of interest expense and amortization of issuance costs in connection with the incurrence of
indebtedness as described in “Description of Material Indebtedness” elsewhere in this prospectus.

(4)

Working capital is defined as current assets less current liabilities.

(5)

The increase in total assets and total liabilities as of December 31, 2019 primarily relates to the adoption of Accounting Standards Update (“ASU”) No.
2016-02—Leases (Topic 842), which Carrier adopted as of January 1, 2019.

(6)

The Pro Forma December 31, 2019 total liabilities include the incurrence of principal indebtedness of an assumed amount equal to approximately $11.0
billion, as described in “Description of Material Indebtedness” elsewhere in this prospectus.
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THE OFFERING
Common stock offered by the selling stockholder

10,000,000 shares of common stock.

Use of proceeds

Carrier intends to use proceeds received by it from the exercise of
stock options covered by the Plan for general corporate purposes. See
“Use of Proceeds.”

Risk factors

For a discussion of risk and uncertainties involved with an investment
in our common stock, see “Risk Factors” included elsewhere in this
prospectus and any risk factors described in any accompanying
prospectus supplement.

Listing

There is currently no trading market for Carrier common stock. We
expect a limited trading market, commonly known as a “whenissued” trading market, to develop on or prior to the record date for
the distribution, and we expect “regular-way” trading of Carrier
common stock to begin on the first trading day following the
completion of the distribution. Carrier common stock has been
approved for listing on the New York Stock Exchange (“NYSE”)
under the symbol “CARR.”
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RISK FACTORS
You should carefully consider the following risks and other information in this prospectus in evaluating Carrier and Carrier
common stock. Any of the following risks and uncertainties could materially adversely affect our business, financial condition or
results of operations.
Risks Related to Our Business
Our international operations subject us to risk as our results of operations may be adversely affected by changes in local and
regional economic conditions, such as fluctuations in exchange rates, risks associated with government policies on international
trade and investments, including import quotas, capital controls, punitive taxes or tariffs or similar trade barriers, and risks
associated with emerging markets.
We conduct our business on a global basis, with approximately 52 percent of our 2019 sales derived from international
operations, including U.S. export sales. Changes in local and regional economic conditions, including fluctuations in exchange rates,
may affect product demand and reported profits in our non-U.S. operations, where transactions are generally denominated in local
currencies. In addition, currency fluctuations may affect the prices we pay for the materials used in our products, and as a result, our
operating margins may be negatively impacted by higher costs for certain cross-border transactions. Our financial statements are
denominated in U.S. Dollars. Accordingly, fluctuations in exchange rates may also give rise to gains or losses when financial
statements of non-U.S. operating units are translated into U.S. Dollars. Given that the majority of our sales are non-U.S. based, a
strengthening of the U.S. Dollar against other major foreign currencies could adversely affect our results of operations.
Our international sales and operations are subject to risks associated with changes in local government regulations and policies,
investments, taxation, foreign exchange controls, capital controls, employment regulations and the repatriation of earnings.
Government policies on international trade and investments such as import quotas, capital controls, punitive taxes or tariffs or
similar trade barriers, whether imposed by individual governments or regional trade blocs, can affect demand for our products and
services, impact the competitive position of our products or services or encumber our ability to manufacture or sell products in
certain countries. The implementation of more restrictive trade policies or the renegotiation of existing trade agreements with the
United States or countries, such as China and Mexico, where we sell or produce large quantities of products and services or procure
materials incorporated into our products, including a further escalation of the trade conflict between the United States and China,
could negatively impact our business, results of operations and financial condition. Our international sales and operations are also
sensitive to political and economic instability and changes in foreign national priorities and government budgets. International
transactions may involve increased financial and legal risks due to differing legal systems and customs in foreign countries. In
addition, a novel strain of coronavirus surfaced in Wuhan, China in December 2019, resulting in increased travel restrictions and
extended shutdown of certain businesses in the region and, as the virus has continued to spread, throughout other regions within
China and other regions throughout the world, including among others Europe, the Middle East and North America. The impact of
the coronavirus on our business is uncertain at this time and will depend on future developments, but prolonged closures in China
and other regions throughout the world, including among others Europe, the Middle East and North America, may disrupt our
operations and the operations of our suppliers, distributors and customers, which could negatively impact our business, results of
operations and financial condition.
We expect that sales to emerging markets will continue to account for a significant portion of our sales as developing nations
and regions around the world increase their demand for our products. In addition, as part of our globalization strategy, we have
invested in certain countries, including Mexico, Brazil, China, India and countries in the Middle East. These emerging market
operations can present many risks, including cultural differences (such as employment and business practices), compliance risks,
economic and government instability, currency fluctuations, and the imposition of foreign exchange and capital controls. While
these factors and their impact are difficult to predict, any one or more of them could have a material adverse effect on our
competitive position, results of operations, cash flows or financial condition.
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We are party to joint ventures and other strategic relationships, which may not be successful and may expose us to special risks
and restrictions.
Our business operations, particularly in our HVAC segment, depend on various strategic relationships, joint ventures and nonwholly owned subsidiaries. We sell our products and services through certain key distributor, joint venture and customer
relationships, including the Carrier Enterprise joint ventures with subsidiaries of Watsco, Inc.; AHI-Carrier FZC (“AHI-Carrier”), a
UAE-based joint venture with Airconditioning & Heating International FZC, a subsidiary of United Motors & Heavy Equipment
Co. LLC; Beijer, a publicly traded company listed on the Stockholm Stock Exchange in which we maintain a significant ownership
stake; various joint ventures with members of the Midea Group; and Toshiba Carrier, a joint venture with Toshiba with which we
have several other joint ventures. Some of our strategic relationships or joint ventures engage in manufacturing and/or product
development. Loss of a key channel partner, a significant downturn or deterioration in the business or financial condition of a key
channel partner, joint venture or other partner, whether related to, among other things, a labor strike, diminished liquidity or credit
unavailability, weak demand for products or delays in the launch of new products, could adversely affect our results of operations in
a particular period or the value of our equity investment. If we are not successful in maintaining strategic distribution relationships,
our financial condition, results of operations and cash flows may be adversely affected.
We are party to numerous joint ventures, some of which we do not control. In addition, our ability to apply our internal controls
and compliance policies to these businesses is limited and can expose us to additional financial and reputational risks. We seek to
take proactive steps to mitigate these concerns, including through audits and similar reviews. During one such recent audit, for
example, Carrier identified certain payments, representing (based on the preliminary analysis to date) an aggregate of approximately
$380 million paid to AHI-Carrier over a ten-year period for products sold in the ordinary course by that minority-owned joint
venture from entities of undetermined affiliation with AHI-Carrier’s distributors and customers, predominantly based in countries in
the Commonwealth of Independent States. Based on the preliminary nature of the analysis to date, Carrier cannot reasonably predict
that any, or what portion of, these payments may have violated applicable law. Carrier does not manage the joint venture and does
not direct its treasury or related functions; however, Carrier has exercised its audit rights under the joint venture agreement and
commenced an investigation of these third-party payments. This investigation is pending, and as noted above at this time, Carrier
cannot reasonably predict the likelihood of a determination that any, or what portion of, these payments may have violated
applicable law or reasonably estimate the possible loss or range of losses to the joint venture or to Carrier in the event of such a
determination. In addition, Carrier has reported these preliminary findings to the SEC and the U.S. Department of Justice and
intends to fully cooperate with their inquiries.
Joint ventures and strategic relationships inherently involve special risks. Whether or not we hold a majority interest or
maintain operational control in such arrangements, our partners may (1) have economic or business interests or goals that are
inconsistent with or contrary to ours, (2) exercise veto or other rights, to the extent available, to block actions that we believe to be
in our or the joint venture’s or strategic relationship’s best interests, (3) take action contrary to our policies or objectives or (4) be
unable or unwilling to fulfill their obligations.
Additionally, some of our joint venture or other strategic agreements prohibit us from competing in certain geographic markets
or product and services channels, and these restrictions may apply to other products and services we develop, or businesses we
acquire, in the future. There can be no assurance that any particular joint venture or strategic relationship will be beneficial to us.
Global climate change and related regulations could negatively affect our business.
The effects of climate change, such as extreme weather conditions, create financial risks to our business. For example, the
demand for our products and services, such as residential air conditioning equipment, may be affected by unseasonable weather
conditions. The effects of climate change could also disrupt our operations by impacting the availability and cost of materials
needed for manufacturing and could increase insurance and other operating costs. These factors may impact our decisions to
construct new facilities or maintain existing facilities in areas most prone to physical climate risks. We could also face indirect
financial risks passed through the supply chain and disruptions that could result in increased prices for our products and the
resources needed to produce them. Further, there is regulatory uncertainty around government incentives, which, if discontinued,
could adversely impact the demand for energy-efficient buildings and could increase costs of compliance.
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Increased public awareness and concern regarding global climate change may result in more international, regional and/or
national requirements to reduce or mitigate the effects of greenhouse gas emissions. The lack of consistent climate change
legislation creates economic and regulatory uncertainty. These factors may impact the demand for our products, obsolescence of our
products and our results of operations.
Additionally, refrigerants are essential to many of our products, and there is a growing concern regarding the ozone-depletion
and global warming potential of such materials. As such, national, regional and international regulations and policies are being
considered to curtail their use, which may, in some cases, render our existing technology and products noncompliant. While we are
committed to pursuing sustainable solutions, there can be no assurance that our commitments will be successful, that our products
will be accepted by the market, that proposed regulation or deregulation will not have a negative competitive impact or that
economic returns will reflect our investments in new product development.
Cooler than normal summers or warmer than normal winters may depress our sales.
Demand for our HVAC products and services, representing our largest segment by sales, is seasonal and affected by the
weather. Cooler than normal summers depress our sales of replacement air conditioning products and services. Similarly, warmer
than normal winters have the same effect on our heating products. Additionally, sales to residential customers in our HVAC business
historically tend to be higher in the second and third quarters of the year because, in the United States and other northern hemisphere
regions, spring and summer are the peak seasons for sales of air conditioning systems and services. The results of any quarterly
period may not be indicative of expected results for a full year, and unusual weather patterns or events could positively or negatively
affect our business and impact overall results of operations.
Natural disasters or other unexpected events may disrupt our operations, adversely affect our results of operations and financial
condition, and may not be covered by insurance.
The occurrence of one or more natural disasters, power outages or other unexpected events, including hurricanes, fires,
earthquakes, volcanic eruptions, tsunamis, floods and severe weather in the United States or in other countries in which we or our
suppliers or customers operate could adversely affect our operations and financial performance. Natural disasters, power outages or
other unexpected events could damage or close one or more of our facilities or disrupt our operations temporarily or long-term, such
as by causing business interruptions or by affecting the availability and/or cost of materials needed for manufacturing. In some
significant cases, we have only one factory that can manufacture a specific product or product line. As a result, damage to or the
closure of that factory may disrupt or prevent us from manufacturing certain products. Existing insurance arrangements may not
cover the costs or lost cash flows that may arise from such events. The occurrence of any of these events could also increase our
insurance and other operating costs.
Information security, data privacy and identity protection may require significant resources and present certain risks to our
business, reputation and financial condition.
We and certain of our products collect, store, have access to and otherwise process certain confidential or sensitive data that
may be subject to data privacy and cybersecurity laws or customer-imposed controls. Although we seek to protect such data and
design our products to enable our customers to use them while complying with applicable data privacy and cybersecurity laws
and/or customer-imposed controls, our internal systems and products may be vulnerable to hacking or other cyber-attacks, theft,
programming errors or employee errors, which could lead to the compromise of such data, unauthorized access, use, disclosure,
modification or destruction of information, improper use of our systems, software solutions or networks, defective products,
production downtimes and/or operational disruptions in violation of applicable law and/or contractual obligations. A significant
actual or perceived risk of theft, loss, fraudulent use or misuse of customer, employee or other data, whether by us, our suppliers,
channel partners, customers or other third parties, as a result of employee error or malfeasance, or as a result of the imaging,
software, security and other products we incorporate into our products, as well as non-compliance with applicable industry
standards or our contractual or other legal obligations or privacy and information-security policies regarding such data, could result
in costs, fines, litigation or regulatory actions, or could lead customers to select products and services of our competitors. In
addition, any such event could harm our reputation, cause unfavorable publicity or otherwise adversely affect certain potential
customers’ perception of the security and reliability of our services as well as our credibility and reputation, which could result in
lost sales. In addition, because of the global nature of our business, both our
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internal systems and products must comply with the applicable laws, regulations and standards in a number of jurisdictions, and
government enforcement actions and violations of data privacy and cybersecurity laws could be costly or interrupt our business
operations. Any of the foregoing factors could result in reputational damage or civil or governmental proceedings, which could
result in a material adverse effect on our competitive position, results of operations, cash flows or financial condition.
Our business and financial performance depend on continued substantial investment in information technology infrastructure,
which may not yield anticipated benefits, and may be adversely affected by cyber-attacks on information technology
infrastructure and products and other business disruptions.
The efficient operation of our business will require continued substantial investment in technology infrastructure systems, and
we must attract and retain qualified people to operate these systems, expand and improve them, integrate new systems effectively
and efficiently convert to new systems when required. An inability to fund, acquire and implement these systems might impact our
ability to respond effectively to changing customer expectations, manage our business, scale our solutions effectively or impact our
customer service levels, which could put us at a competitive disadvantage and negatively impact our financial results. Repeated or
prolonged interruptions of service due to problems with our systems or third-party technologies, whether or not in our control, could
have a significant negative impact on our reputation and our ability to sell products and services. Furthermore, we are highly
dependent upon a variety of internal computer and telecommunication systems to operate our business. Failure to design, develop
and implement new technology infrastructure systems in an effective and timely manner, or to adequately invest in and maintain
these systems, could result in the diversion of management’s attention and resources and could materially adversely affect our
operating results, competitive position and ability to efficiently manage our business. Our existing information systems may become
obsolete, requiring us to transition our systems to a new platform. Such a transition could be time consuming, costly and damaging
to our competitive position, and could require additional management resources. Failure to implement and deploy new systems or
replacement systems on the schedules anticipated, could materially adversely affect our operating results.
In addition, our business may be impacted by disruptions to our own or third-party information technology (“IT”)
infrastructure, which could result from (among other causes) cyber-attacks on or failures of such infrastructure or compromises to its
physical security, as well as from damaging weather or other acts of nature. Cyber-based risks, in particular, are evolving and
include attacks on our IT infrastructure, as well as attacks targeting the security, integrity and/or availability of the hardware,
software and information installed, stored or transmitted in our products, including after the purchase of those products and when
they are installed into third-party products, facilities or infrastructure. Such attacks could disrupt our business operations, our
systems or those of third parties, and could impact the ability of our products to work as intended. We have experienced cyber-based
attacks and, due to the evolving threat landscape, may continue to experience them going forward, potentially with more frequency.
We continue to make investments and adopt measures designed to enhance our protection, detection, response and recovery
capabilities, and to mitigate potential risks to our technology, products, services and operations from potential cyber-attacks.
However, given the unpredictability, nature and scope of cyber-attacks, it is possible that potential vulnerabilities could go
undetected for an extended period. As a result of a cyber-attack, we could potentially be subject to production downtimes,
operational delays or other detrimental impacts on our operations or ability to provide products and services to our customers;
destruction or corruption of data; security breaches; manipulation or improper use of our or third-party systems, networks or
products; financial losses from remedial actions, loss of business, potential liability, penalties, fines and/or damage to our reputation
—any of which could have a material adverse effect on our competitive position, results of operations, cash flows or financial
condition. Due to the evolving nature of such risks, the impact of any potential incident cannot be predicted. Any disruption to our
business due to such issues, or an increase in our costs to cover these issues that is greater than what we have anticipated, could have
an adverse effect on our competitive position, results of operations, cash flows or financial condition.
There can be no assurance that our systems will not fail or experience disruptions, and any significant failure or disruption of
these systems could prevent us from making sales, ordering supplies, delivering products, providing functional products and
otherwise conducting our business.
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We may be affected by global economic, capital market and political conditions in general, and conditions in the construction,
transportation and infrastructure industries in particular.
Our business, financial condition, operating results and cash flows may be adversely affected by changes in global economic
conditions and geopolitical risks, including credit market conditions, levels of consumer and business confidence, fluctuations in
residential, commercial and industrial construction activity, pandemic health issues (including coronavirus and its effects, among
other things, on global supply, demand, and distribution disruptions as the coronavirus outbreak continues and results in an
increasingly prolonged period of travel, commercial and/or other similar restrictions and limitations), natural disasters, regulatory
changes, commodity prices, raw material and energy costs, interest rates, exchange rates, levels of government spending and
deficits, trade policies (including tariffs, boycotts and sanctions), political conditions, regulatory changes, actual or anticipated
default on sovereign debt and other challenges that could affect the global economy.
These economic and political conditions affect our business in a number of ways. At this point, the extent to which the
coronavirus may impact the global economy is uncertain, but pandemics or other significant public health events, or the perception
that such events may occur, could have a material adverse effect on our business, results of operations and financial condition.
Additionally, the tightening of credit in the capital markets could adversely affect the ability of our customers, including individual
end-customers and businesses, to obtain financing for significant purchases and operations, which could result in a decrease in or
cancellation of orders for our products and services. Similarly, tightening credit may adversely affect our supply base and increase
the potential for one or more of our suppliers to experience financial distress or bankruptcy. Additionally, because we have a number
of factories and suppliers in foreign countries, the imposition of tariffs or sanctions, or unusually restrictive border crossing rules
could adversely affect our supply chain and overall business.
Our business is also adversely affected by decreases in the general level of economic activity, such as decreases in business and
consumer spending, construction activity and shipping activity. A slowdown in building and remodeling activity also can adversely
affect our financial performance. In addition, our financial performance may be influenced by the production and utilization of
transport equipment, including truck production cycles in North America and Europe, and, particularly in our HVAC business,
weather conditions.
We use a variety of raw materials, supplier-provided parts, components, subcomponents and third-party service providers in our
business, and significant shortages, supplier capacity constraints, supplier production disruptions, price increases, trade
disruptions or tariffs could increase our operating costs and adversely impact the competitive positions of our products.
Our reliance on suppliers (including third-party logistics providers) and commodity markets to secure the raw materials and
components used in our products, and on service providers to deliver our products, exposes us to volatility in the prices and
availability of these materials and services. In certain instances, we depend upon a single source of supply, manufacturing, logistics
support or assembly, or participate in commodity markets that may be subject to allocations of limited supplies. Issues with
suppliers (such as a disruption in deliveries, capacity constraints, production disruptions, quality issues and consolidations, closings
or bankruptcies), price increases, decreased availability of raw materials or commodities or decreased availability of trucks and
other delivery service resources could have a material adverse effect on our ability to meet our commitments to customers or
increase our operating costs. Tariffs can increase our costs, the impact of which is difficult to predict. We believe that our supply
management and production practices are based on an appropriate balancing of the foreseeable risks and the costs of alternative
practices. Nonetheless, these risks may have a material adverse effect on our competitive position, results of operations, cash flows
or financial condition.
We design, manufacture and service products that incorporate advanced technologies. The introduction of new products and
technologies involves risks, and we may not realize the degree or timing of benefits initially anticipated.
We seek to grow our business through the design, development, production, sale and support of innovative products that
incorporate advanced technologies. The laws and regulations applicable to our products, and our customers’ product and service
needs, change from time to time, and regulatory changes may render our products and technologies noncompliant. Our ability to
realize the anticipated benefits of our technological advancements or product improvements depends on a variety of factors,
including meeting development, production, certification and regulatory approval schedules; execution of internal and external
performance plans; availability of supplier and internally produced parts and materials; performance of suppliers and subcontractors;
hiring and
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training of qualified personnel; achieving cost and production efficiencies; identification of emerging regulatory and technological
trends in our target end markets; validation and performance of innovative technologies; the level of customer interest in new
technologies and products; and the costs and customer acceptance of the new or improved products.
Our products and services also may incorporate technologies developed or manufactured by third parties, which, when
combined with our technology or products, creates additional risks and uncertainties. As a result, the performance and market
acceptance of these third-party products and services could affect the level of customer interest and acceptance of our own products
in the marketplace.
Our R&D efforts may not result in new technologies or products being developed on a timely basis or meet the needs of our
customers as effectively as competitive offerings. Our competitors may develop competing technologies that gain market acceptance
before or instead of our products. In addition, we may not be successful in anticipating or reacting to changes in the regulatory
environments in which our products are sold, and the markets for our products may not develop or grow as we anticipate.
We operate in a competitive environment and our profitability depends on our ability to accurately estimate the costs and timing
of providing our products and services.
In certain of our businesses, our contracts are typically awarded on a competitive basis. Our bids are based upon, among other
items, the cost to provide the products and services. To generate an acceptable return on our investment in these contracts, we must
be able to accurately estimate our costs to provide the services and deliver the products required by the contract and to be able to
complete the contracts in a timely manner. If we fail to accurately estimate our costs or the time required to complete a contract, the
profitability of our contracts may be materially and adversely affected. In addition, some of our contracts provide for liquidated
damages if we do not perform in accordance with the contract. Any of the foregoing could have a material adverse effect on our
competitive position, results of operations, cash flows or financial condition.
Customers and others may take disruptive actions.
From time to time customers and others may seek to become competitive suppliers of our products and services or pursue other
strategies to disrupt our business model. For example, an affiliate of a customer in our transport refrigeration business has started to
produce refrigeration units for shipping containers that compete with our products, and another one of our transport refrigeration
customers has started to produce refrigeration units for truck trailers that compete with our refrigeration units. In addition, our
customers or existing or future competitors may seek to introduce non-traditional business models or disruptive technologies and
products in the industries in which we participate, resulting in increased competition and new dynamics in these industries.
Labor matters may impact our business.
A significant portion of our employees are represented by labor unions or works councils in a number of countries under
various collective bargaining agreements with varying durations and expiration dates. See “Business—Employees and Employee
Relations.” We may not be able to satisfactorily renegotiate these agreements before they expire. In addition, existing agreements
may not prevent a strike or work stoppage, union and works council campaigns and other labor disputes. We may also be subject to
general country strikes or work stoppages unrelated to our specific business or collective bargaining agreements. Additionally, a
shortage in certain workforces, such as technicians or truck drivers, may impact our business by affecting the ability to install, sell
and deliver our products. Any such work stoppages (or potential work stoppages) could have a material adverse effect on our
financial results, productivity, results of operations and reputation.
Our defined benefit pension plans are subject to financial market risks that could adversely affect our results.
The performance of the financial markets and interest rates can impact our defined benefit pension plan expenses and funding
obligations. Significant decreases in the discount rate or investment losses on plan assets may increase our funding obligations and
adversely impact our financial results. See Note 12 to the Combined Financial Statements included in the “Index to Combined
Financial Statements” section of this prospectus for further discussion on pension plans and related obligations and contingencies.
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We may not realize expected benefits from our cost reduction and restructuring efforts, and our profitability may be hurt or our
business otherwise might be adversely affected.
In order to operate more efficiently and cost effectively, we have from time to time, and may continue to, adjust employment,
optimize our footprint or undertake other restructuring activities. These activities are complex and may involve or require significant
changes to our operations. If we do not successfully manage restructuring activities, expected efficiencies and benefits might be
delayed or not realized. Risks associated with these actions and other workforce management issues include unfavorable political
responses and reputational harm, unforeseen delays in the implementation of the restructuring activities, additional costs, adverse
effects on employee morale, the failure to meet operational targets due to the loss of employees or work stoppages, and difficulty
managing our operations during or after facility consolidations, any of which may impair our ability to achieve anticipated cost
reductions, otherwise harm our business or have a material adverse effect on our competitive position, results of operations, cash
flows or financial condition.
Additional tax expense or additional tax exposures could affect our future profitability.
We are subject to income taxes in the United States and various international jurisdictions. Changes to tax laws and regulations
as well as changes and conflicts in related interpretations or other tax guidance could materially impact our tax receivables and
liabilities and our deferred tax assets and deferred tax liabilities. Additionally, in the ordinary course of business, we are subject to
examinations by various tax authorities. In addition, governmental authorities in various jurisdictions could launch new
examinations and expand existing examinations. The global and diverse nature of our operations means that these risks will
continue and additional examinations, proceedings and contingencies will arise from time to time. Our competitive position, cash
flows, results of operation or financial condition may be affected by the outcome of examinations, proceedings and contingencies
that cannot be predicted with certainty.
See “Business Overview,” “Results of Operations—Income Taxes” under “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and Notes 3 and 14 to the Combined Financial Statements included in the “Index to
Combined Financial Statements” section of this prospectus for further discussion on income taxes and related contingencies,
including our provisional accounting and assessment of the effect of the Tax Cuts and Jobs Act of 2017 (“TCJA”).
We depend on our intellectual property, and have access to certain intellectual property and information of our customers and
suppliers; infringement or failure to protect our intellectual property could adversely affect our future growth and success.
We rely on a combination of patents, trademarks, copyrights, trade secrets, nondisclosure agreements, customer and supplier
agreements, license agreements, information technology security systems, internal controls and compliance systems and other
measures to protect our intellectual property. We also rely on nondisclosure agreements, information technology security systems
and other measures to protect certain customer and supplier information and intellectual property that we have in our possession or
to which we have access. Our efforts to protect such intellectual property and proprietary rights may not be sufficient. We cannot be
sure that our pending patent applications will result in the issuance of patents to us, that patents issued to or licensed by us in the
past or in the future will not be challenged or circumvented by competitors or that these patents will be found to be valid or
sufficiently broad to preclude our competitors from introducing technologies similar to those covered by our patents and patent
applications. Our ability to protect and enforce our intellectual property rights also may be limited. In addition, we may be the target
of competitor or other third-party patent enforcement actions seeking substantial monetary damages or seeking to prevent the sale
and marketing of certain of our products or services. Our competitive position also may be adversely impacted by limitations on our
ability to obtain possession of, and ownership or necessary licenses concerning, data important to the development or provision of
our products or service offerings, or by limitations on our ability to restrict the use by others of data related to our products or
services. Any of these events or factors could subject us to judgments, penalties and significant litigation costs or temporarily or
permanently disrupt our sales and marketing of the affected products or services and could have a material adverse effect on our
competitive position, results of operations, cash flows or financial condition.
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Failure to achieve and maintain a high level of product and service quality could damage our reputation with customers and
negatively impact our results.
Product and service quality issues could harm customer confidence in our company and our brands. If our product and service
offerings do not meet applicable safety standards or our customers’ expectations regarding safety or quality, we could experience
lost sales and increased costs and we could be exposed to legal, financial and reputational risks. Actual, potential or perceived
product safety concerns could expose us to litigation as well as government enforcement action. In addition, if any of our products
fail to perform as expected, we may be exposed to warranty and product liability claims.
We maintain strict quality controls and procedures. However, we cannot be certain that these controls and procedures will
reveal defects in our products or their raw materials, which may not become apparent until after the products have been placed in
beneficial use in the market. Accordingly, there is a risk that products will have defects, which could require a product recall or field
corrective action. Product recalls and field corrective actions can be expensive to implement, and may damage our reputation,
customer relationships and market share. We have conducted product recalls and field corrective actions in the past, and may do so
again in the future.
In many jurisdictions, product liability claims are not limited to any specified amount of recovery. If any such claims or
contribution requests or requirements exceed our available insurance or if there is a product recall, there could be an adverse impact
on our results of operations. In addition, a recall or claim could require us to review our entire product portfolio to assess whether
similar issues are present in other products, which could result in a significant disruption to our business and which could have a
further adverse impact on our business, financial condition, results of operations and cash flows. There can be no assurance that we
will not experience any material warranty or product liability claim losses in the future, that we will not incur significant costs to
defend such claims or that we will have adequate reserves to cover any recalls, repair and replacement costs.
We are subject to litigation, environmental, product safety and other legal and compliance risks.
We are subject to a variety of litigation, legal and compliance risks. These risks relate to, among other things, product safety,
personal injuries, intellectual property rights, contract-related claims, taxes, environmental matters, employee health and safety,
competition laws and laws governing improper business practices. If convicted or found liable in connection with such matters, we
could be subject to significant fines, penalties, repayments and other damages (in certain cases, treble damages).
As a global business, we are subject to complex laws and regulations in the U.S. and other countries in which we operate.
Those laws and regulations may be interpreted in different ways. They may also change from time to time, as may related
interpretations and other guidance. Changes in laws or regulations could result in higher expenses. Uncertainty relating to laws or
regulations may also affect how we operate, structure our investments and enforce our rights.
Changes in environmental and climate change related-laws, including laws relating to refrigerants, efficiency and greenhouse
gas emissions, could require additional investments in product designs, which may be more expensive or difficult to manufacture,
qualify and sell and/or may involve additional product safety risks, and could increase environmental compliance expenditures.
Evolving climate change concerns or changes in regulations related to such concerns, including with respect to refrigerants,
efficiency and greenhouse gas emissions, could subject us to additional costs and restrictions, such as increased energy and raw
materials costs. Furthermore, various jurisdictions and regulators may take different approaches to and impose differing or
inconsistent requirements under environmental and climate change-related laws, which may make it more costly or difficult for us to
sell our products (including by requiring that we monitor such developments, incur increased test and certification costs, increase
time-to-market and develop additional country-specific variants for certain products) or prevent us from selling certain products in
certain geographic markets.
At times we are involved in disputes with private parties over environmental issues, including litigation over the allocation of
cleanup costs, alleged personal injuries and property damage. Existing and future asbestos-related and other product liability claims
could adversely affect our financial condition, results of operations and cash flows. Personal injury lawsuits may involve individual
and purported class actions alleging that contaminants originating from our current or former products or operating facilities caused
or contributed to medical conditions. Property damage lawsuits may involve claims relating to environmental damage or diminution
of real estate values. Even in litigation where we believe our liability is remote, there is a risk that a negative finding or decision
could have a material adverse effect on our competitive position, results of
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operations, cash flows or financial condition, in particular with respect to environmental claims in regions where we have, or
previously had, significant operations or where certain of our products have been used.
In addition, the U.S. Foreign Corrupt Practices Act (“FCPA”) and other anti-corruption laws generally prohibit companies and
their intermediaries from making improper payments to government officials for the purpose of obtaining or retaining business. The
FCPA applies to companies, individual directors, officers, employees and agents. Under certain anti-corruption laws, U.S.
companies also may be held liable for the actions of partners or representatives, including joint ventures. Certain of our customer
relationships are with governmental entities and are, therefore, subject to the FCPA and other anti-corruption laws. Despite
meaningful measures to ensure lawful conduct, which include training and internal controls, we may not always be able to prevent
our employees or third-party agents or channel partners from violating the FCPA or other anti-corruption laws. As a result, we could
be subject to criminal and civil penalties, disgorgement, changes or enhancements to our compliance measures that could increase
our costs or other remedial actions. Moreover, we are subject to antitrust, anti-collusion and anti-money laundering laws in various
jurisdictions throughout the world. Changes in these laws or their interpretation, administration and/or enforcement may occur over
time, and any such changes may limit our future acquisitions or operations, or result in changes to our strategies, sales and
distribution structures or other business practices. Though we have implemented policies, controls and other measures to prevent
money laundering, collusion or anti-competitive behavior, our controls may not always be effective in preventing our employees,
third-party agents or channel partners from violating anti-money laundering, antitrust or anti-collusion laws.
Violations of FCPA, antitrust, anti-money laundering or other anti-corruption or anti-collusion laws, or allegations of such
violations, could disrupt our operations, cause reputational harm, involve significant management distraction and result in a material
adverse effect on our competitive position, results of operations, cash flows or financial condition.
We also must comply with various laws and regulations relating to the export of products, services and technology from the
U.S. and other countries having jurisdiction over our operations. In the United States, these laws include, among others, the Export
Administration Regulations (EAR) administered by the U.S. Department of Commerce and embargoes and sanctions regulations
administered by the U.S. Department of the Treasury. Restrictions on the export of our products could have a material adverse effect
on our competitive position, results of operations, cash flows or financial condition.
For a description of current material legal proceedings and regulatory matters, see “Business—Legal Proceedings” and Note 20
to the Combined Financial Statements included in the “Index to Combined Financial Statements” section of this prospectus.
We engage in acquisitions and divestitures, and may encounter difficulties integrating acquired businesses with, or disposing of
businesses from, our current operations; therefore, we may not realize the anticipated benefits of these acquisitions and
divestitures.
We seek to grow through strategic acquisitions in addition to internal growth. In the past several years, we have acquired
various businesses and entered into joint venture arrangements in an effort to complement and expand our business. We expect to
continue such pursuits in the future. Our due diligence reviews may not identify all of the material issues necessary to accurately
estimate the cost and potential loss contingencies of a particular transaction, including potential exposure to regulatory sanctions
resulting from an acquisition target’s previous activities. For example, we may incur unanticipated costs, expenses or other
liabilities, or reduced sales, as a result of an acquisition’s violation of applicable laws, such as the FCPA or other anti-corruption
laws outside of the United States. We also may incur unanticipated costs or expenses, including post-closing asset impairment
charges as well as expenses associated with eliminating duplicate facilities, litigation, and other liabilities. We may encounter
difficulties in integrating acquired businesses with our operations, applying our internal controls to these acquired businesses, or in
managing strategic investments. Additionally, we may not realize the degree or timing of benefits we anticipate when we first enter
into a transaction. Any of the foregoing could adversely affect our business and results of operations. In addition, accounting
requirements relating to business combinations, including the requirement to expense certain acquisition costs as incurred, may
cause us to incur greater earnings volatility and generally lower earnings during periods in which we acquire new businesses.
We also make strategic divestitures from time to time. Our divestitures may result in continued financial exposure to the
divested businesses, such as through guarantees, other financial arrangements, continued supply
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and services arrangements or through the retention of liabilities, such as for environmental and product liability claims. Under these
arrangements, nonperformance by those divested businesses or claims against retained liabilities could result in obligations being
imposed on us that could have a material adverse effect on our cash flows, results of operations, or financial condition.
The success of future acquisitions, divestitures and joint ventures will depend on the satisfaction of conditions precedent to
such transactions and the timing of consummation of such transactions, which will depend in part on the ability of the parties to
secure any required regulatory approvals in a timely manner, among other things. For constraints on mergers and acquisition activity
after the completion of the distribution, see “—Risks Related to the Distribution.”
We may be required to recognize impairment charges for our goodwill and certain other intangible assets.
We may be required to recognize impairment charges for our goodwill and certain other intangible assets. Our other intangible
assets primarily consists of trademarks. At December 31, 2019, the net carrying value of our goodwill and certain other intangible
assets totaled $9.9 billion and $534 million, respectively. In accordance with generally accepted accounting principles in the United
States (“GAAP”), we periodically assess these assets to determine if they are impaired. Significant negative industry or economic
trends, disruptions to our business, planned or unexpected significant changes in the use of the assets, and sustained market
capitalization declines may result in recognition of impairments to goodwill or certain other intangible assets. Any charges relating
to such impairments could have a material adverse impact on our results of operations in the periods recognized.
We may need additional financing in the future to meet our capital needs or to make opportunistic acquisitions, and such
financing may not be available on favorable terms, if at all, and may be dilutive to existing shareowners.
Upon completion of the distribution, we anticipate having approximately $11.4 billion in aggregate principal amount of
outstanding indebtedness. We may need additional financing for our general corporate purposes. For example, we may need funds to
increase our investments in R&D activities, to make acquisitions or otherwise grow our business or refinance or repay existing debt.
Volatility in the world financial markets could increase borrowing costs or affect our ability to access the capital markets. Our ability
to issue debt or enter into other financing arrangements on acceptable terms could be adversely affected if there is a material decline
in the demand for our products or in the solvency of our customers, suppliers or distributors or other significantly unfavorable
changes in economic conditions. We may be unable to obtain additional financing on terms favorable to us, if at all. If we lose an
investment grade credit rating or adequate funds are not available on acceptable terms, we may be unable to successfully develop or
enhance products, fund our expansion or respond to competitive pressures, any of which could negatively affect our business. If we
raise additional funds by issuing equity securities, our shareowners will experience dilution of their ownership interest. If we raise
additional funds by issuing debt, we may be subject to limitations on our operations due to restrictive covenants.
Failure to maintain a satisfactory credit rating could adversely affect our liquidity, capital position, borrowing costs and access
to capital markets.
In connection with the distribution, we have completed certain financing transactions, and we intend to complete one or more
additional financing transactions on or prior to the completion of the distribution, with an aggregate of approximately $10.9 billion
of the proceeds of such financings expected to be used to distribute cash to UTC. As a result of these transactions, we anticipate
having approximately $11.4 billion in aggregate principal amount of outstanding indebtedness when the distribution is completed.
The amount of indebtedness incurred by Carrier and the amount of cash distributed by Carrier may be adjusted by UTC as described
elsewhere in this prospectus. In anticipation of the distribution, Carrier has been issued an investment grade credit rating by each of
Moody’s Investors Services, Inc. and Standard & Poor’s. Despite these investment grade credit ratings at the time of the distribution,
any future downgrades could increase the cost of borrowing under any indebtedness we may incur in connection with the
distribution or otherwise, reduce market capacity for our commercial paper or require the posting of collateral under our derivative
contracts. There can be no assurance that we will be able to maintain our credit ratings once established, and any additional actual or
anticipated changes or downgrades in our credit ratings, including any announcement that our ratings are under review for a
downgrade, may have a negative impact on our liquidity, capital position and access to the capital markets.
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Risks Related to the Distribution
We have no recent history of operating as an independent company, and our historical and pro forma financial information is
not necessarily indicative of the results that we would have achieved as a separate, publicly traded company and may not be a
reliable indicator of our future results.
The historical information about Carrier in this prospectus refers to the Carrier Business as operated by and integrated with
UTC. Our historical and pro forma financial information included in this prospectus is derived from the combined financial
statements and accounting records of UTC. Accordingly, the historical and pro forma financial information included in this
prospectus does not necessarily reflect the financial condition, results of operations or cash flows that we would have achieved as a
separate, publicly traded company during the periods presented or those that we will achieve in the future primarily as a result of the
factors described below:
•

Generally, our working capital requirements and capital for our general corporate purposes, including capital expenditures
and acquisitions, have historically been satisfied through UTC’s corporate-wide cash management practices. Following the
distribution, our results of operations and cash flows may be more volatile, and we may need to obtain additional
financing from banks, through public offerings or private placements of debt or equity securities, strategic relationships or
other arrangements, which may or may not be available and may be more costly.

•

Prior to the distribution, our business has been operated by UTC as part of its broader corporate organization, rather than
as an independent company. UTC or one of its affiliates performed or helped perform various corporate functions for us,
such as accounting, auditing, tax, legal, human resources, investor relations, risk management, treasury and other general
and administrative functions. Our historical and pro forma financial results reflect allocations of corporate expenses from
UTC for such functions, which are likely to be less than the expenses we would have incurred had we operated as a
separate publicly traded company.

•

Currently, our business is integrated with the other businesses of UTC. Historically, we have shared economies of scale in
costs, employees, vendor relationships and customer relationships, which have enabled us to procure more advantageous
arrangements with respect to, among other things, information technology, logistics, raw materials, facility management,
travel services, fleet and professional services. After the distribution, as a stand-alone company, we may be unable to
obtain similar arrangements to the same extent as UTC did, or on terms as favorable as those UTC obtained, prior to the
distribution.

•

After the distribution, the cost of capital for our business may be higher than UTC’s cost of capital prior to the distribution.

•

Our historical financial information does not reflect the debt that we will incur as part of the distribution.

•

As an independent public company, we will separately become subject to the reporting requirements of the Securities
Exchange Act of 1934 (the “Exchange Act”), the Sarbanes-Oxley Act (“Sarbanes-Oxley”) and the Dodd-Frank Act and
will be required to prepare our stand-alone financial statements according to the rules and regulations required by the SEC.
These reporting and other obligations will place significant demands on our management and on administrative and
operational resources. Moreover, to comply with these requirements, we anticipate that we will need to migrate our
systems, including information technology systems, implement additional financial and management controls, reporting
systems and procedures, and hire additional accounting and finance staff. We expect to incur additional annual expenses
related to these requirements, and those expenses may be significant. If we are unable to upgrade our financial and
management controls, reporting systems, information technology and procedures in a timely and effective fashion, our
ability to comply with our financial reporting requirements and other rules that apply to reporting companies under the
Exchange Act could be impaired.

Other significant changes may occur in our cost structure, management, financing and business operations as a result of
operating as a company separate from UTC. For additional information about the past financial performance of our business and the
basis of presentation of the combined financial statements and the unaudited pro forma combined financial statements of our
business, see “Unaudited Pro Forma Combined Financial
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Information,” “Selected Historical Combined Financial Data of Carrier,” “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and the historical combined financial statements and accompanying notes included elsewhere
in this prospectus.
Following the distribution, our financial profile will change, and we will be a smaller, less diversified company than UTC prior
to the distribution.
Following the distribution, Carrier will be a smaller, less diversified company than UTC prior to the distribution. As a result,
we may be more vulnerable to changing market conditions, which could have a material adverse effect on our business, financial
condition and results of operations. In addition, the diversification of our sales, costs, and cash flows will diminish as a stand-alone
company, such that our results of operations, cash flows, working capital and financing requirements may be subject to increased
volatility and our ability to fund capital expenditures and investments, pay dividends and service debt may be diminished. Following
the distribution, we may also lose capital allocation efficiency and flexibility because we will no longer be able to use cash flow
from the UTC Aerospace Businesses or the Otis Business to fund our investments and operations.
We may not achieve some or all of the expected benefits of the separation and distribution, and the separation and distribution
may materially adversely affect our business.
We may not be able to achieve the full strategic and financial benefits expected to result from the separation and distribution, or
such benefits may be delayed or not occur at all. The separation and distribution are expected to provide the following benefits,
among others: (1) enabling our management to more effectively pursue its own distinct operating priorities and strategies, while also
enhancing our operational agility through a more nimble organization; (2) permitting us to allocate our financial resources to meet
the unique needs of our businesses, which will allow us to intensify our focus on distinct strategic priorities and to more effectively
pursue our own distinct capital structures and capital allocation strategies; (3) affording us the ability to offer an independent equity
security to the capital markets and enabling us to more flexibly pursue strategic opportunities more closely aligned with our
strategic goals and expected growth opportunities; (4) permitting us to more effectively recruit, retain and motivate employees
through the use of stock-based compensation that more closely aligns management and employee incentives with specific business
goals and objectives related to our businesses; and (5) allowing us to more effectively articulate a clear investment proposition to
attract a long-term investor base suited to our businesses, growth profile and capital allocation priorities.
We may not achieve these and other anticipated benefits for a variety of reasons, including, among others: (1) the distribution
will require significant amounts of management’s time and effort, which may divert management’s attention from operating our
business; (2) following the distribution, we may lose capital allocation efficiency and flexibility because, for instance, we will no
longer be able to use cash flow from one of UTC’s other businesses to fund investments and operations; (3) following the
distribution, we may be more susceptible to certain market fluctuations and other adverse events because our businesses will be less
diversified than UTC’s businesses prior to the completion of the distribution; (4) after the distribution, as a stand-alone company, we
may be unable to obtain certain goods, services and technologies at prices or on terms as favorable as those UTC obtained prior to
completion of the distribution; (5) the distribution may require us to incur substantial costs, including accounting, tax, legal and
other professional services costs, costs related to retaining and attracting business and operational relationships with customers,
suppliers and other counterparties, recruiting and relocation costs associated with hiring key senior management personnel who are
new to Carrier, costs to retain key management personnel, tax costs and costs to separate shared systems and other unforeseen dissynergy costs; (6) under the terms of the tax matters agreement that we will enter into with UTC and Otis, we will be restricted from
taking certain actions that could cause the distribution or certain related transactions (or certain transactions undertaken as part of
the internal reorganization) to fail to qualify as tax-free transactions and these restrictions may limit us for a period of time from
pursuing certain strategic transactions and equity issuances or engaging in other transactions that might increase the value of our
businesses; and (7) potential negative reactions from the financial markets if UTC fails to complete the distribution as currently
expected or within the anticipated time frame. If we fail to achieve some or all of the benefits expected to result from the
distribution, or if such benefits are delayed, it could have a material adverse effect on our competitive position, business, financial
condition, results of operations and cash flows.
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UTC’s plan to separate into three independent, publicly traded companies is subject to various risks and uncertainties and may
not be completed in accordance with the expected plans or anticipated timeline, or at all, and will involve significant time and
expense, which could disrupt or adversely affect our business.
On November 26, 2018, UTC announced plans to separate into three independent, publicly traded companies. The separation
and distribution are subject to the satisfaction of certain conditions (or waiver by UTC in its sole and absolute discretion), subject to
UTC’s agreement to consummate the Carrier distribution pursuant to and subject to the terms and conditions of the Raytheon merger
agreement. The conditions to the separation and distribution include final approval by UTC’s Board of Directors, receipt of tax
rulings in certain jurisdictions and/or a tax opinion from external counsel (as applicable), the SEC declaring effective the registration
statement of which this prospectus forms a part and satisfactory completion of financing. Furthermore, the separation is complex in
nature, and unanticipated developments or changes, including changes in the law, the macroeconomic environment, competitive
conditions of UTC’s markets, the uncertainty of the financial markets and challenges in executing the separation, could delay or
prevent the completion of the proposed separation, or cause the separation to occur on terms or conditions that are different or less
favorable than expected. We currently expect the Otis distribution to occur on or around the date of the Carrier distribution, unless
otherwise determined by the UTC Board of Directors in its sole and absolute discretion, but subject to UTC’s agreement to
consummate each of the Carrier distribution and the Otis distribution as required pursuant to, and subject to the terms and conditions
of, the Raytheon merger agreement. Though UTC has agreed pursuant to, and subject to the terms and conditions of the Raytheon
merger agreement, that UTC will consummate the separation and each of the Carrier distribution and the Otis distribution, there can
be no assurance that the Carrier distribution and the Otis distribution will occur on or around the same date or that either distribution
will occur at all.
The process of completing the separation has been and is expected to continue to be time-consuming and involves significant
costs. The separation costs may be significantly higher than what we currently anticipate and may not yield a discernible benefit if
the separation is not completed or is not well executed, or the expected benefits of the separation are not realized. Executing the
proposed separation will also require significant amounts of management’s time and effort, which may divert management’s
attention from operating and growing our business. Other challenges associated with effectively executing the separation include
attracting, retaining, motivating and training employees, including additional employees that we will need to operate as a standalone company; addressing disruptions to our supply chain, manufacturing, sales and distribution, and other operations resulting
from separating UTC into three independent public companies; and separating from UTC’s information systems.
The combined market value following the Carrier distribution and the Otis distribution of one share of Carrier common stock,
the number of shares of Otis common stock to be distributed per share of UTC common stock in the Otis distribution and one
share of UTC common stock may not equal or exceed the pre-distribution value of one share of UTC common stock.
There can be no assurance that following the Carrier distribution and the Otis distribution the aggregate market value of one
share of Carrier common stock, the number of shares of Otis common stock to be distributed per share of UTC common stock in the
Otis distribution and one share of UTC common stock will be higher than, lower than or the same as the market value of a share of
UTC common stock if the separation did not occur.
We expect to incur both one-time and ongoing material costs as a result of the separation, which could adversely affect our
profitability.
We expect to incur, as a result of the separation, both one-time and ongoing costs that are greater than those we currently incur.
These increased costs may arise from various factors, including financial reporting, costs associated with complying with federal
securities laws (including compliance with the Exchange Act, Sarbanes-Oxley and the Dodd-Frank Act), and costs associated with
accounting, auditing, tax, legal, human resources, investor relations, risk management, treasury and other general and administrative
related functions, and it is possible that these costs will be material to our business.
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In connection with the distribution, we have incurred debt obligations, and we may incur additional debt obligations in the
future, which could adversely affect our business and profitability and our ability to meet other obligations.
In connection with the distribution, on February 10, 2020, we entered into a Revolving Credit Agreement providing for a $2.0
billion unsecured, unsubordinated 5-year revolving credit facility and a Term Loan Credit Agreement providing for a $1.75 billion
unsecured, unsubordinated 3-year term loan credit facility. Additionally, on February 27, 2020, we issued $9.25 billion of
unsecured, unsubordinated notes in six series. We also intend to enter into a $2.0 billion unsecured, unsubordinated commercial
paper program prior to the distribution. We expect an aggregate of approximately $10.9 billion of the proceeds of such financings to
be used to distribute cash to UTC. As a result of such transactions, we anticipate having approximately $11.4 billion in aggregate
principal amount of outstanding indebtedness when the distribution is completed. See “Description of Material Indebtedness.” We
may also incur additional indebtedness in the future. In addition, the amount of indebtedness actually incurred by Carrier and the
amount of cash actually distributed by Carrier to UTC (or otherwise transferred to or from UTC or Carrier, as applicable, prior to the
distribution) may be adjusted prior to the completion of the distribution in a manner that is intended to result in approximately $24.3
billion of adjusted net indebtedness of the UTC Aerospace Businesses immediately prior to the completion of the merger, subject to
and in accordance with the Raytheon merger agreement; accordingly, the actual cash and debt balances of Carrier immediately
following the distribution may be higher or lower than currently anticipated.
This significant amount of debt could potentially have important consequences to us and our debt and equity investors,
including: (1) requiring a substantial portion of our cash flow from operations to make interest payments; (2) making it more
difficult to satisfy debt service and other obligations; (3) increasing the risk of a future credit ratings downgrade of our debt, which
could increase future debt costs and limit the future availability of debt financing; (4) increasing our vulnerability to general adverse
economic and industry conditions; (5) reducing the cash flow available to fund capital expenditures and other corporate purposes
and to grow our business; (6) limiting our flexibility in planning for, or reacting to, changes in our business and the industry; (7)
placing us at a competitive disadvantage relative to our competitors that may not be as highly leveraged with debt; and (8) limiting
our ability to borrow additional funds as needed or take advantage of business opportunities as they arise, pay cash dividends or
repurchase shares.
As described in the section of this prospectus entitled “Description of Material Indebtedness,” the terms of Carrier’s
indebtedness contain covenants restricting its financial flexibility in a number of ways, including, among other things, restrictions
on Carrier’s ability and the ability of certain of Carrier’s subsidiaries to incur liens, to make certain fundamental changes and to
enter into sale and leaseback transactions. If Carrier breaches a restrictive covenant under any of its indebtedness, or an event of
default occurs in respect of any of its indebtedness, Carrier’s lenders may be entitled to declare all amounts owing in respect thereof
to be immediately due and payable.
To the extent that we incur additional indebtedness, the foregoing risks could increase. In addition, our actual cash
requirements in the future may be greater than expected. Our cash flow from operations may not be sufficient to repay all of the
outstanding debt as it becomes due, and we may not be able to borrow money, sell assets or otherwise raise funds on acceptable
terms, or at all, to refinance our debt.
After the separation, certain members of management, directors and shareowners may own stock in UTC, Carrier and Otis, and
as a result may face actual or potential conflicts of interest.
After the separation, the management and directors of each of UTC, Carrier and Otis may own common stock in all three
companies. This ownership overlap could create, or appear to create, potential conflicts of interest when the management and
directors of one company face decisions that could have different implications for themselves and the other two companies. For
example, potential conflicts of interest could arise in connection with the resolution of any dispute regarding the terms of the
agreements governing the separation and Carrier’s relationship with UTC and Otis thereafter. These agreements include the
separation agreement, the transition services agreement, the tax matters agreement, the employee matters agreement, the intellectual
property agreement and any commercial agreements between the parties or their affiliates. Potential conflicts of interest may also
arise out of any commercial arrangements that we or UTC may enter into in the future.
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We could experience temporary interruptions in business operations and incur additional costs as we further develop
information technology infrastructure and transition our data to our stand-alone systems.
We are in the process of further developing an IT infrastructure and systems to support our critical business functions,
including accounting and reporting, in order to replace many of the systems and functions UTC currently provides. We may
experience temporary interruptions in business operations if we cannot transition effectively to our own stand-alone systems and
functions, which could disrupt our business operations and have a material adverse effect on our profitability. In addition, our costs
for the operation of these systems may be higher than the amounts reflected in the combined financial statements.
We may not be able to engage in desirable capital-raising or strategic transactions following the separation.
Under current U.S. federal income tax law, a spin-off that otherwise qualifies for tax-free treatment can be rendered taxable to
the parent corporation and its shareowners as a result of certain post-spin-off transactions, including certain acquisitions of shares or
assets of the spun-off corporation. To preserve the tax-free treatment of the separation and the distribution, and in addition to
Carrier’s indemnity obligation described below, the tax matters agreement will restrict us, for the two-year period following the
distribution, except in specific circumstances, from: (1) entering into any transaction pursuant to which all or a portion of the shares
of Carrier stock would be acquired, whether by merger or otherwise; (2) issuing equity securities beyond certain thresholds; (3)
repurchasing shares of Carrier stock other than in certain open-market transactions; and (4) ceasing to actively conduct certain of
our businesses. The tax matters agreement will also prohibit us from taking or failing to take any other action that would prevent the
distribution and certain related transactions from qualifying as a transaction that is generally tax-free, for U.S. federal income tax
purposes, under Sections 355 and 368(a)(1)(D) of the Code or for applicable non-U.S. income tax purposes. Further, the tax matters
agreement will impose similar restrictions on us and our subsidiaries during the two-year period following the distribution that are
intended to prevent certain transactions undertaken as part of the internal reorganization from failing to qualify as transactions that
are generally tax-free for U.S. federal income tax purposes under Sections 355 and 368(a)(1)(D) of the Code or for applicable nonU.S. income tax purposes. These restrictions may limit our ability to pursue certain equity issuances, strategic transactions,
repurchases or other transactions that we may otherwise believe to be in the best interests of our shareowners or that might increase
the value of our business. For more information, see “Certain Relationships and Related Party Transactions—Tax Matters
Agreement” and “Material U.S. Federal Income Tax Consequences.”
In connection with the separation into three independent public companies, each of UTC, Carrier and Otis will indemnify the
other parties for certain liabilities. If we are required to pay under these indemnities to UTC and/or Otis, our financial results
could be negatively impacted. Also, the UTC or Otis indemnities may not be sufficient to hold us harmless from the full amount
of liabilities for which UTC and Otis will be allocated responsibility, and UTC and/or Otis may not be able to satisfy their
respective indemnification obligations in the future.
Pursuant to the separation agreement and certain other agreements among UTC, Carrier and Otis, each party will agree to
indemnify the other parties for certain liabilities as discussed further in “Certain Relationships and Related Party Transactions.”
Indemnities that we may be required to provide UTC and/or Otis are not subject to any cap, may be significant and could negatively
impact our business. Third parties could also seek to hold us responsible for any of the liabilities that UTC and/or Otis has agreed to
retain. The indemnities from UTC and Otis for our benefit may not be sufficient to protect us against the full amount of such
liabilities, and UTC and/or Otis may not be able to fully satisfy their respective indemnification obligations. Any amounts we are
required to pay pursuant to such indemnification obligations and other liabilities could require us to divert cash that would otherwise
have been used in furtherance of our operating business.
Moreover, even if we ultimately succeed in recovering from UTC or Otis, as applicable, we may be temporarily required to
bear these losses ourselves. Each of these risks could negatively affect our business, results of operations and financial condition.
UTC or Otis may fail to perform under various transaction agreements that will be executed as part of the separation, or we may
fail to have the necessary systems and services in place when the transition services agreement expires.
In connection with the separation and prior to the distribution, Carrier, Otis and UTC will enter into the separation agreement
and will also enter into various other agreements, including a transition services agreement, a tax matters agreement, an employee
matters agreement, and an intellectual property agreement.
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These agreements, together with the documents and agreements by which the internal reorganization will be effected, will determine
the allocation of assets and liabilities among the companies following the separation and will include any necessary
indemnifications related to liabilities and obligations. The transition services agreement will provide for the performance of certain
services by UTC for the benefit of Carrier and/or Otis and by Carrier and/or Otis for the benefit of UTC for a period of time after the
separation. If UTC or Otis is unable or unwilling to satisfy its obligations under these agreements, including its indemnification
obligations, we could incur operational difficulties and/or losses. We are in the process of creating systems and services to replace
many of the systems and services that UTC currently provides to us. However, we may not be successful in implementing these
systems and services in a timely manner or at all, we may incur additional costs in connection with, or following, the
implementation of these systems and services, and we may not be successful in transitioning data from UTC’s systems to ours.
The terms we will receive in our agreements with UTC or Otis could be less beneficial than the terms we may have otherwise
received from unaffiliated third parties.
The agreements we will enter into with UTC and Otis in connection with the separation, including the separation agreement, a
transition services agreement, a tax matters agreement, an employee matters agreement and an intellectual property agreement, were
prepared in the context of the separation while Carrier was still a wholly owned subsidiary of UTC. Accordingly, Carrier did not
have a board of directors or a management team that were independent of UTC. In addition, certain of the terms in these agreements
were provided for in, and were the result of negotiations between UTC and Raytheon in connection with, the Raytheon merger
agreement. As a result of these factors, the terms of those agreements may not reflect terms that would have resulted from arm’slength negotiations between unaffiliated third parties. See “Certain Relationships and Related Party Transactions.”
If the distribution, together with certain related transactions, were to fail to qualify as a transaction that is generally tax-free for
U.S. federal income tax purposes, including as a result of subsequent acquisitions of our stock or the stock of UTC (including
pursuant to the Raytheon merger), we, as well as UTC, Otis and UTC’s shareowners, could be subject to significant tax
liabilities. In addition, if certain internal restructuring transactions were to fail to qualify as transactions that are generally taxfree for U.S. federal or non-U.S. income tax purposes, we, as well as UTC and Otis could be subject to significant tax liabilities.
In certain circumstances, we could be required to indemnify UTC for material taxes and other related amounts pursuant to
indemnification obligations under the tax matters agreement.
The distribution is conditioned on, among other things, (1) the IRS ruling regarding certain U.S. federal income tax matters
relating to the separation and distribution received by UTC remaining valid and satisfactory to the UTC Board of Directors and (2)
the receipt by UTC and continued validity of an opinion of outside counsel, satisfactory to the UTC Board of Directors, regarding
the qualification of certain elements of the distribution under Section 355 of the Code. The IRS ruling and the opinion of counsel
will be based upon and rely on, among other things, various facts and assumptions, as well as certain representations, statements and
undertakings of UTC, Carrier and Otis, including those relating to the past and future conduct of UTC, Carrier and Otis. If any of
these representations, statements or undertakings is, or becomes, inaccurate or incomplete, or if any of the representations or
covenants contained in any of the separation-related agreements and documents or in any documents relating to the IRS ruling
and/or the opinion of counsel are inaccurate or not complied with by UTC, Carrier, Otis or any of their respective subsidiaries, the
IRS ruling and/or the opinion of counsel may be invalid and the conclusions reached therein could be jeopardized.
Notwithstanding receipt of the IRS ruling and the opinion of counsel, the IRS could determine that the distribution and/or
certain related transactions should be treated as taxable transactions for U.S. federal income tax purposes if it determines that any of
the representations, assumptions or undertakings upon which the IRS ruling or the opinion of counsel was based are inaccurate or
have not been complied with. In addition, the IRS ruling does not address all of the issues that are relevant to determining whether
the distribution, together with certain related transactions, qualifies as a transaction that is generally tax-free for U.S. federal income
tax purposes. The opinion of counsel represents the judgment of such counsel and is not binding on the IRS or any court, and the
IRS or a court may disagree with the conclusions in the opinion of counsel. Accordingly, notwithstanding receipt by UTC of the IRS
ruling and the opinion of counsel, there can be no assurance that the IRS will not assert that the distribution and/or certain related
transactions do not qualify for tax-free treatment for U.S. federal income tax purposes (including by reason of the Raytheon merger)
or that a court would not sustain such a challenge. In the event the IRS were to prevail with such challenge, we, as well as UTC,
Otis and UTC’s shareowners, could be subject to significant U.S. federal income tax liability.
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If the distribution were to fail to qualify as a transaction that is generally tax-free for U.S. federal income tax purposes under
Sections 355 and 368(a)(1)(D) of the Code, in general, for U.S. federal income tax purposes, UTC would recognize a taxable gain as
if it had sold the Carrier common stock in a taxable sale for its fair market value, and UTC shareowners who receive Carrier
common stock in the distribution would be subject to tax as if they had received a taxable distribution equal to the fair market value
of such shares. Even if the distribution were to otherwise qualify as a tax-free transaction under Sections 355 and 368(a)(1)(D) of
the Code, it may result in taxable gain to UTC (but not its shareowners) under Section 355(e) of the Code if the distribution were
deemed to be part of a plan (or series of related transactions) pursuant to which one or more persons acquire, directly or indirectly,
shares representing a 50 percent or greater interest (by vote or value) in UTC or Carrier. For this purpose, any acquisitions of UTC
or Carrier shares within the period beginning two years before the distribution and ending two years after the distribution are
presumed to be part of such a plan, although UTC or Carrier may be able to rebut that presumption (including by qualifying for one
or more safe harbors under applicable Treasury Regulations). Further, for purposes of this test, even if the Raytheon merger were
treated as part of such a plan, the Raytheon merger alone should not cause the distribution to be taxable to UTC under Section
355(e) of the Code because pre-Raytheon merger holders of UTC common stock will own over 50 percent of the UTC common
stock immediately following the Raytheon merger. However, if the IRS were to determine that other acquisitions of UTC or Carrier
stock, either before or after the distribution, were part of a plan or series of related transactions that included the distribution, such
determination could result in significant tax liabilities to UTC. For more information, see “Material U.S. Federal Income Tax
Consequences.”
In addition, as part of the separation, and prior to the Carrier distribution and the Otis distribution, UTC and its subsidiaries
expect to complete the internal reorganization, and UTC, Carrier, Otis and their respective subsidiaries expect to incur certain tax
costs in connection with the internal reorganization, including non-U.S. tax costs resulting from transactions in non-U.S.
jurisdictions, which may be material. With respect to certain transactions undertaken as part of the internal reorganization, UTC has
requested and intends to obtain tax rulings in certain non-U.S. jurisdictions and/or opinions of external tax advisors, in each case,
regarding the tax treatment of such transactions. Such tax rulings and opinions will be based upon and rely on, among other things,
various facts and assumptions, as well as certain representations (including with respect to certain valuation matters relating to the
internal reorganization), statements and undertakings of UTC, Carrier, Otis or their respective subsidiaries. If any of these
representations or statements is, or becomes, inaccurate or incomplete, or if UTC, Carrier, Otis or any of their respective subsidiaries
do not fulfill or otherwise comply with any such undertakings or covenants, such tax rulings and/or opinions may be invalid or the
conclusions reached therein could be jeopardized. Further, notwithstanding receipt of any such tax rulings and/or opinions, there can
be no assurance that the relevant taxing authorities will not assert that the tax treatment of the relevant transactions differs from the
conclusions reached in the relevant tax rulings and/or opinions. In the event any such tax rulings and/or opinions cannot be obtained
or the relevant taxing authorities prevail with any challenge in respect of any relevant transaction, we, as well as UTC and Otis
could be subject to significant tax liabilities.
Under the tax matters agreement to be entered into among UTC, Carrier and Otis in connection with the separation, Carrier
generally would be required to indemnify UTC and Otis for any taxes resulting from the separation (and any related costs and other
damages) to the extent such amounts resulted from (1) an acquisition of all or a portion of the equity securities or assets of Carrier,
whether by merger or otherwise (and regardless of whether we participated in or otherwise facilitated the acquisition), (2) other
actions or failures to act by Carrier or (3) certain of Carrier’s representations, covenants or undertakings contained in any of the
separation-related agreements and documents or in any documents relating to the IRS ruling and/or the opinion of counsel being
incorrect or violated. Further, under the tax matters agreement, we generally would be required to indemnify UTC and Otis for a
specified portion of any taxes (and any related costs and other damages) (a) arising as a result of the failure of either of the
distributions and certain related transactions to qualify as a transaction that is generally tax-free (including as a result of Section
355(e) of the Code) or a failure of any internal separation transaction that is intended to qualify as a transaction that is generally taxfree to so qualify, in each case, to the extent such amounts did not result from a disqualifying action by, or acquisition of equity
securities of, Carrier, Otis or UTC or (b) arising from an adjustment, pursuant to an audit or other tax proceeding, with respect to
any separation transaction that is not intended to qualify as a transaction that is generally tax-free. Any such indemnity obligations
could be material. For a more detailed discussion, see “Certain Relationships and Related Party Transactions—Tax Matters
Agreement.”
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The transfer to us by UTC or Otis of certain contracts, permits and other assets and rights may require the consents or approvals
of, or provide other rights to, third parties and governmental authorities. If such consents or approvals are not obtained, we may
not be entitled to the benefit of such contracts, permits and other assets and rights, which could increase our expenses or
otherwise harm our business and financial performance.
The separation agreement will provide that certain contracts, permits and other assets and rights are to be transferred from
UTC, Otis or their subsidiaries to Carrier or its subsidiaries in connection with the separation. The transfer of certain of these
contracts, permits and other assets and rights may require consents or approvals of third parties or governmental authorities or
provide other rights to third parties. In addition, in some circumstances, Carrier and UTC or Otis are joint beneficiaries of contracts,
and we and UTC or Otis may need the consents of third parties in order to split, separate, replace, novate or replicate the existing
contracts or the relevant portion of the existing contracts. While we anticipate entering into new contracts in place of transferring
such contracts, we may not be successful in doing so in many instances.
Some parties may use consent requirements or other rights to terminate contracts or obtain more favorable contractual terms
from us, which, for example, could take the form of price increases, require us to expend additional resources in order to obtain the
services or assets previously provided under the contract, or require us to make arrangements with new third parties or obtain letters
of credit or other forms of credit support. If we do not obtain required consents or approvals, we may be unable to obtain the
benefits, permits, assets and contractual commitments that are intended to be allocated to us as part of our separation from UTC, and
we may be required to seek alternative arrangements to obtain services and assets which may be more costly and/or of lower quality.
The termination, modification, replacement or replication of these contracts or permits or the failure to timely complete the transfer
or separation of these contracts or permits could negatively impact our business, financial condition, results of operations and cash
flows.
Until the distribution occurs, the UTC Board of Directors may change the terms of the separation in ways that may be
unfavorable to us.
Until the distribution occurs, Carrier will continue to be a wholly owned subsidiary of UTC. Accordingly, UTC has the
discretion to determine and change the terms of the separation, including the establishment of the record date and the distribution
date; provided, that any such determination or change will be subject to UTC’s obligations to complete the separation and each of
the Carrier distribution and the Otis distribution in accordance with the terms and conditions of the Raytheon merger agreement
(including, with respect to certain changes, the requirement that UTC obtain Raytheon’s prior written consent). These changes could
be unfavorable to us, and as a general matter, Raytheon’s consent would not be required to effect changes that are unfavorable to us.
In addition, subject to UTC’s obligations under the Raytheon merger agreement, the UTC Board of Directors may decide not to
proceed with the distribution at any time prior to the distribution date.
Failure to maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act
could materially and adversely affect us.
As a public company, we will be subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act and the
Dodd-Frank Act and will be required to prepare our financial statements according to the rules and regulations required by the SEC.
In addition, the Exchange Act requires that we file annual, quarterly and current reports. Our failure to prepare and disclose this
information in a timely manner or to otherwise comply with applicable law could subject us to penalties under federal securities
laws, expose us to lawsuits and restrict our ability to access financing. In addition, the Sarbanes-Oxley Act requires that, among
other things, we establish and maintain effective internal controls and procedures for financial reporting and disclosure purposes.
Internal control over financial reporting is complex and may be revised over time to adapt to changes in our business, or changes in
applicable accounting rules. We cannot assure you that our internal control over financial reporting will be effective in the future or
that a material weakness will not be discovered with respect to a prior period for which we had previously believed that internal
controls were effective. If we are not able to maintain or document effective internal control over financial reporting, our
independent registered public accounting firm will not be able to certify as to the effectiveness of our internal control over financial
reporting when required. While we have been adhering to these laws and regulations as a subsidiary of UTC, after the distribution
we will need to demonstrate our ability to manage our compliance with these laws and regulations as an independent, public
company.
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Matters affecting our internal controls may cause us to be unable to report our financial information on a timely basis, or may
cause us to restate previously issued financial information, and thereby subject us to adverse regulatory consequences, including
sanctions or investigations by the SEC, or violations of applicable stock exchange listing rules. There could also be a negative
reaction in the financial markets due to a loss of investor confidence in our company and the reliability of our financial statements.
Confidence in the reliability of our financial statements is also likely to suffer if we or our independent registered public accounting
firm report a material weakness in our internal control over financial reporting. This could have a material and adverse effect on us
by, for example, leading to a decline in our share price and impairing our ability to raise additional capital.
The allocation of intellectual property rights among us, UTC and Otis as part of the separation could adversely impact our
competitive position and our ability to develop and commercialize certain future products and services.
In connection with the separation, we are entering into an intellectual property agreement with UTC and Otis governing,
among other things, the allocation of intellectual property rights related to our and their businesses. As a result of the separation and
such allocation, we will no longer have an ownership interest in certain intellectual property rights, but will become a non-exclusive
licensee of such rights. This loss of the ownership of certain intellectual property rights could adversely affect our ability to maintain
our competitive position through the enforcement of these rights against third parties that infringe these rights. In addition, we may
lose our ability to license these rights to third parties in exchange for a license to such third parties’ rights that we may need to
operate our business.
The terms of the intellectual property agreement also include cross-licenses among the parties of certain intellectual property
rights owned by Carrier, Otis and UTC and needed for the continuation of the operations of the Carrier Business, Otis Business and
the UTC Aerospace Businesses, respectively. The licenses granted to us by UTC and Otis are nonexclusive and, accordingly, UTC
and Otis could license such licensed intellectual property rights to our competitors, which could adversely affect our competitive
position in the industry. Moreover, our use of the intellectual property rights licensed to us by UTC and Otis will be restricted to
certain fields of use related to our business. The limited nature of such licenses, and the other rights granted to Carrier pursuant to
the intellectual property agreement, may not provide us with all the intellectual property rights that UTC or Otis currently holds or
may in the future hold that we may need as our business changes in the future. Accordingly, if we were to expand our business to
include new products and services outside of our current fields of use, we may not have the benefit of such licenses for such new
products or services. As a result, it may be necessary for us to develop our technology independently of such licensed rights, which
could make it more difficult, time consuming and/or expensive for us to develop and commercialize certain new products and
services.
Potential liabilities may arise due to fraudulent transfer considerations, which would adversely affect our financial condition
and results of operations.
In connection with the separation (including the internal reorganization), UTC has undertaken and will undertake several
corporate reorganization transactions involving its subsidiaries which, along with the distribution, may be subject to various
fraudulent conveyance and transfer laws. If, under these laws, a court were to determine that, at the time of the separation, any entity
involved in these reorganization transactions or the separation:
•

(1) was insolvent, was rendered insolvent by reason of the separation, or had remaining assets constituting unreasonably
small capital, and (2) received less than fair consideration in exchange for the distribution; or

•

intended to incur, or believed it would incur, debts beyond its ability to pay these debts as they matured,

then the court could void the separation and distribution, in whole or in part, as a fraudulent conveyance or transfer. The court could
then require our shareowners to return to UTC some or all of the shares of Carrier common stock issued in the distribution, or
require UTC or Carrier, as the case may be, to fund liabilities of the other company for the benefit of creditors. The measure of
insolvency will vary depending upon the jurisdiction and the applicable law. Generally, however, an entity would be considered
insolvent if the fair value of its assets was less than the amount of its liabilities (including the probable amount of contingent
liabilities), or if it
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incurred debt beyond its ability to repay the debt as it matures. No assurance can be given as to what standard a court would apply to
determine insolvency or that a court would determine that Carrier or any of its subsidiaries were solvent at the time of or after giving
effect to the distribution.
Risks Related to Our Common Stock
We cannot be certain that an active trading market for our common stock will develop or be sustained after the distribution and,
following the distribution, our stock price may fluctuate significantly.
A public market for our common stock does not currently exist. We anticipate that on or prior to the record date, trading of
shares of our common stock will begin on a “when-issued” basis and will continue through the distribution date. However, we
cannot guarantee that an active trading market will develop or be sustained for our common stock after the distribution, nor can we
predict the prices at which shares of our common stock may trade after the distribution. Similarly, we cannot predict the effect of the
Carrier distribution and the Otis distribution on the trading prices of our common stock or whether the combined market value of
one share of our common stock, the number of shares of Otis common stock to be distributed per share of UTC common stock in
the Otis distribution and one share of UTC common stock will be less than, equal to or greater than the market value of one share of
UTC common stock prior to the distributions.
Until the market has fully evaluated the Carrier distribution, the Otis distribution and the transactions contemplated by the
Raytheon merger agreement, including the pendency, completion or termination, as applicable, of the Raytheon merger, the price at
which each share of UTC common stock trades may fluctuate more significantly than might otherwise be typical, even with other
market conditions, including general volatility, held constant. Such fluctuations may be due to a variety of factors, including
uncertainty as to the expected timing of completion of the Raytheon merger or whether it will be completed at all, the value of
UTC’s remaining businesses without Otis and Carrier in the event the Raytheon merger is not completed and investors’ assessment
of the likelihood that UTC will realize the expected benefits of the Raytheon merger. The completion of the Raytheon merger is not
a condition to the completion of the Carrier distribution or the Otis distribution, and UTC may complete the distributions (in
accordance with the terms of the Raytheon merger agreement, to the extent in effect) even if the Raytheon merger agreement has
been terminated.
Similarly, until the market has fully evaluated our business as a stand-alone entity, the prices at which shares of Carrier
common stock trade may fluctuate more significantly than might otherwise be typical, even with other market conditions, including
general volatility, held constant. The increased volatility of our stock price following the distribution may have a material adverse
effect on our business, financial condition and results of operations. The market price of our common stock may fluctuate
significantly due to a number of factors, some of which may be beyond our control, including: (1) actual or anticipated fluctuations
in our operating results; (2) changes in earnings estimated by securities analysts or our ability to meet those estimates; (3) the
operating and stock price performance of comparable companies; (4) changes to the regulatory and legal environment under which
we operate; (5) actual or anticipated fluctuations in commodities prices; and (6) domestic and worldwide economic conditions.
A significant number of shares of our common stock may be sold following the distribution, which may cause our stock price to
decline.
Any sales of substantial amounts of our common stock in the public market or the perception that such sales might occur, in
connection with the distribution or otherwise, may cause the market price of our common stock to decline. Upon completion of the
distribution, we expect that we will have an aggregate of approximately 866,223,435 shares of our common stock issued and
outstanding. Shares distributed to UTC shareowners in the separation will generally be freely tradable without restriction or further
registration under the U.S. Securities Act of 1933, as amended (the “Securities Act”), except for shares owned by one of our
“affiliates,” as that term is defined in Rule 405 under the Securities Act.
We are unable to predict whether large amounts of our common stock will be sold in the open market following the
distribution. We are also unable to predict whether a sufficient number of buyers of our common stock to meet the demand to sell
shares of our common stock at attractive prices would exist at that time.
34

TABLE OF CONTENTS

There may be substantial changes in our shareowner base.
Investors holding UTC common stock may hold UTC common stock because of a decision to invest in a company with UTC’s
profile. Following the distribution, the shares of our common stock held by those investors will represent an investment in a
company with a different profile than that of UTC. This change may not match some shareowners’ investment strategies, which
could cause them to sell our common stock. As a result, our stock price may decline or experience volatility as our shareowner base
changes.
Your percentage of ownership in Carrier may be diluted in the future.
In the future, your percentage ownership in Carrier may be diluted because of equity issuances for acquisitions, capital market
transactions or otherwise, including any equity awards that we will grant to our directors, officers and employees. Our employees
will have stock-based awards that correspond to shares of our common stock after the distribution as a result of the conversion of
and/or adjustments to their UTC stock-based awards. Such awards will have a dilutive effect on our earnings per share, which could
adversely affect the market price of our common stock. We also plan to issue additional stock-based awards, including annual
awards, new hire awards and periodic retention awards, as applicable, to our directors, officers and other employees under our
employee benefits plans as part of our ongoing equity compensation program.
We cannot guarantee the timing, amount or payment of dividends on our common stock.
Following the distribution, we expect that Carrier will initially pay a cash dividend on a quarterly basis at an aggregate annual
rate of approximately $550 million. However, the timing, declaration, amount of, and payment of any dividends will be within the
discretion of Carrier’s Board of Directors and will depend upon many factors, including our financial condition, earnings, capital
requirements of our operating subsidiaries, covenants associated with certain of our debt service obligations, legal requirements,
regulatory constraints, industry practice, ability to access capital markets, and other factors deemed relevant by Carrier’s Board of
Directors. Moreover, if as expected we determine to initially pay a dividend following the distribution, there can be no assurance
that we will continue to pay dividends in the same amounts or at all thereafter. For more information, see “Dividend Policy.”
Anti-takeover provisions could enable our Board of Directors to resist a takeover attempt by a third party and limit the power of
our shareowners.
Carrier’s amended and restated certificate of incorporation and amended and restated bylaws will contain, and Delaware law
contains, provisions that are intended to deter coercive takeover practices and inadequate takeover bids by making such practices or
bids unacceptably expensive to the bidder and to encourage prospective acquirers to negotiate with Carrier’s Board of Directors
rather than to attempt a hostile takeover. These provisions are expected to include, among others, (1) the ability of our remaining
directors to fill vacancies on Carrier’s Board of Directors (except in an instance where a director is removed by shareowners and the
resulting vacancy is filled by shareowners); (2) limitations on shareowners’ ability to call a special shareowner meeting; (3) rules
regarding how shareowners may present proposals or nominate directors for election at shareowner meetings; and (4) the right of
Carrier’s Board of Directors to issue preferred stock without shareowner approval.
In addition, we expect to be subject to Section 203 of the Delaware General Corporation Law (“DGCL”), which could have the
effect of delaying or preventing a change of control that you may favor. Section 203 provides that, subject to limited exceptions,
persons that acquire, or are affiliated with persons that acquire, more than 15 percent of the outstanding voting stock of a Delaware
corporation may not engage in a business combination with that corporation, including by merger, consolidation or acquisitions of
additional shares, for a three-year period following the date on which that person or any of its affiliates becomes the holder of more
than 15 percent of the corporation’s outstanding voting stock.
We believe these provisions will protect our shareowners from coercive or otherwise unfair takeover tactics by requiring
potential acquirers to negotiate with Carrier’s Board of Directors and by providing Carrier’s Board of Directors with more time to
assess any acquisition proposal. These provisions are not intended to make Carrier immune from takeovers; however, these
provisions will apply even if the offer may be considered beneficial by some shareowners and could delay or prevent an acquisition
that Carrier’s Board of Directors
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determines is not in the best interests of Carrier and our shareowners. These provisions may also prevent or discourage attempts to
remove and replace incumbent directors. See “Description of Carrier Capital Stock—Charter and Bylaw Provisions” and
“Description of Carrier Capital Stock—Change of Control.”
In addition, an acquisition or further issuance of our stock could trigger the application of Section 355(e) of the Code, causing
the distribution to be taxable to UTC. For a discussion of Section 355(e) of the Code, see “Material U.S. Federal Income Tax
Consequences.” Under the tax matters agreement, we would be required to indemnify UTC for the resulting tax, and this indemnity
obligation might discourage, delay or prevent a change of control that our shareowners may consider favorable.
Our amended and restated bylaws will designate the state courts within the State of Delaware as the sole and exclusive forum for
certain types of actions and proceedings that may be initiated by our shareowners, which could discourage lawsuits against
Carrier and our directors and officers.
Carrier’s amended and restated bylaws will provide that unless Carrier’s Board of Directors otherwise determines, the state
courts within the State of Delaware (or, if no state court located within the State of Delaware has jurisdiction, the federal district
court for the District of Delaware) will be the sole and exclusive forum for any derivative action or proceeding brought on behalf of
Carrier, any action asserting a claim for or based on a breach of a fiduciary duty owed by any current or former director or officer or
other employee of Carrier to Carrier or to Carrier shareowners, including a claim alleging the aiding and abetting of such a breach of
fiduciary duty, any action asserting a claim against Carrier or any current or former director or officer or other employee of Carrier
arising pursuant to any provision of the DGCL or our amended and restated certificate of incorporation or amended and restated
bylaws, any action asserting a claim relating to or involving Carrier governed by the internal affairs doctrine, or any action asserting
an “internal corporate claim” as that term is defined in Section 115 of the DGCL.
To the fullest extent permitted by law, this exclusive forum provision will apply to state and federal law claims, including
claims under the federal securities laws, including the Securities Act and the Exchange Act, although Carrier shareowners will not
be deemed to have waived Carrier’s compliance with the federal securities laws and the rules and regulations thereunder. The
enforceability of similar choice of forum provisions in other companies’ organizational documents has been challenged in legal
proceedings, and it is possible that, in connection with claims arising under federal securities laws or otherwise, a court could find
the exclusive forum provision contained in the amended and restated bylaws to be inapplicable or unenforceable.
This exclusive forum provision may limit the ability of our shareowners to bring a claim in a judicial forum that such
shareowners find favorable for disputes with Carrier or our directors or officers, which may discourage such lawsuits against Carrier
and our directors and officers. Alternatively, if a court were to find this exclusive forum provision inapplicable to, or unenforceable
in respect of, one or more of the specified types of actions or proceedings described above, we may incur additional costs associated
with resolving such matters in other jurisdictions, which could negatively affect our business, results of operations and financial
condition.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This prospectus and other materials UTC and Carrier have filed or will file with the SEC contain or incorporate by reference
statements which, to the extent they are not statements of historical or present fact, constitute “forward-looking statements” under
the securities laws. From time to time, oral or written forward-looking statements may also be included in other information
released to the public. These forward-looking statements are intended to provide management’s current expectations or plans for our
future operating and financial performance, based on assumptions currently believed to be valid. Forward-looking statements can be
identified by the use of words such as “believe,” “expect,” “expectations,” “plans,” “strategy,” “prospects,” “estimate,” “project,”
“target,” “anticipate,” “will,” “should,” “see,” “guidance,” “outlook,” “confident” and other words of similar meaning in connection
with a discussion of future operating or financial performance or the separation. Forward-looking statements may include, among
other things, statements relating to future sales, earnings, cash flow, results of operations, uses of cash, share repurchases, tax rates
and other measures of financial performance or potential future plans, strategies or transactions of Carrier, Otis or UTC following
UTC’s separation into three independent public companies and/or following completion of the Raytheon merger, the separation,
including the expected timing of completion of the separation and estimated costs associated with the separation, the Raytheon
merger, including synergies or customer cost savings and the expected timing of the completion of the Raytheon merger, and other
statements that are not historical facts. All forward-looking statements involve risks, uncertainties and other factors that may cause
actual results to differ materially from those expressed or implied in the forward-looking statements. Such risks, uncertainties and
other factors include, without limitation:
•

the effect of economic conditions in the industries and markets in which Carrier and UTC and their respective businesses
operate in the U.S. and globally and any changes therein, including financial market conditions, fluctuations in commodity
prices, interest rates and foreign currency exchange rates, levels of end market demand in construction, the impact of
weather conditions, pandemic health issues (including coronavirus and its effects, among other things, on global supply,
demand, and distribution disruptions as the coronavirus outbreak continues and results in an increasingly prolonged period
of travel, commercial and/or other similar restrictions and limitations) and natural disasters and the financial condition of
our customers and suppliers;

•

challenges in the development, production, delivery, support, performance and realization of the anticipated benefits of
advanced technologies and new products and services;

•

future levels of indebtedness, including indebtedness that may be incurred in connection with the separation, and capital
spending and research and development spending;

•

future availability of credit and factors that may affect such availability, including credit market conditions and our capital
structure;

•

the timing and scope of future repurchases of our common stock, which may be suspended at any time due to various
factors, including market conditions and the level of other investing activities and uses of cash;

•

delays and disruption in delivery of materials and services from suppliers;

•

cost reduction efforts and restructuring costs and savings and other consequences thereof;

•

new business and investment opportunities;

•

the anticipated benefits of moving away from diversification and balance of operations across product lines, regions and
industries;

•

the outcome of legal proceedings, investigations and other contingencies;

•

pension plan assumptions and future contributions;

•

the impact of the negotiation of collective bargaining agreements and labor disputes;

•

the effect of changes in political conditions in the U.S. and other countries in which Carrier and UTC and their respective
businesses operate, including the effect of changes in U.S. trade policies or the U.K.’s withdrawal from the EU, on general
market conditions, global trade policies and currency exchange rates in the near term and beyond;
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•

the effect of changes in tax, environmental, regulatory (including among other things import/export) and other laws and
regulations in the U.S. and other countries in which Carrier and UTC and their respective businesses operate;

•

the ability of Carrier and UTC to retain and hire key personnel;

•

the scope, nature, impact or timing of the separation and other acquisition and divestiture activity, including among other
things integration of acquired businesses into existing businesses and realization of synergies and opportunities for growth
and innovation and incurrence of related costs;

•

the expected benefits and timing of the separation, and the risk that conditions to the separation will not be satisfied and/or
that the separation will not be completed within the expected time frame, on the expected terms or at all;

•

a determination by the IRS and other tax authorities that the distribution or certain related transactions should be treated as
taxable transactions;

•

the possibility that any consents or approvals required in connection with the separation will not be received or obtained
within the expected time frame, on the expected terms or at all;

•

financing transactions undertaken or expected to be undertaken in connection with the separation and risks associated with
the additional indebtedness;

•

the risk that dis-synergy costs, costs of restructuring transactions and other costs incurred in connection with the separation
will exceed Carrier’s estimates;

•

risks associated with the transactions contemplated by the Raytheon merger agreement or the announcement or pendency
of such transactions, including disruptions to UTC’s or Carrier’s operations and the potential distraction of UTC or Carrier
management or employees;

•

UTC’s obligations pursuant to the Raytheon merger agreement to consummate the Carrier distribution and the Otis
distribution in accordance with the terms and conditions of the Raytheon merger agreement, including with respect to the
timing of the distributions and the requirement that UTC obtain Raytheon’s prior written consent to effect certain changes
to the terms of the separation or distributions, and the resulting limitations on UTC’s ability to determine or alter the
structure or timing of the internal restructuring, the separation and the distributions or the terms and conditions of the
separation agreement or ancillary agreements; and

•

the impact of the separation on Carrier’s business and the risk that the separation may be more difficult, time-consuming
or costly than expected, including the impact on Carrier’s resources, systems, procedures and controls, diversion of
management’s attention and the impact on relationships with customers, suppliers, employees and other business
counterparties.

There can be no assurance that the separation, distribution or any other transaction described above will in fact be
consummated in the manner described or at all. The above list of factors is not exhaustive or necessarily in order of importance. For
additional information on identifying factors that may cause actual results to vary materially from those stated in forward-looking
statements, see the discussions under “Risk Factors.” Any forward-looking statement speaks only as of the date on which it is made,
and Carrier assumes no obligation to update or revise such statement, whether as a result of new information, future events or
otherwise, except as required by applicable law.
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THE SEPARATION AND DISTRIBUTION
OVERVIEW
On November 26, 2018, UTC announced its intention to separate the Carrier Business and the Otis Business from UTC’s
Aerospace Businesses. The separation will occur through pro rata distributions to UTC shareowners of 100 percent of the shares of
common stock of Carrier and 100 percent of the shares of common stock of Otis, which were formed to ultimately hold UTC’s
Carrier Business and Otis Business, respectively.
In connection with the Carrier distribution, we expect that:
•

UTC will complete the internal reorganization through which Carrier will become the parent company of the UTC
operations comprising, and the entities that will conduct, the Carrier Business;

•

Carrier will incur approximately $11.0 billion in aggregate amount of principal indebtedness, consisting of a combination
of long-term notes and bank term loans (which amount may be adjusted by UTC as described elsewhere in this
prospectus); and

•

using a portion of the proceeds from one or more financing transactions before the distribution is completed, Carrier will
distribute an aggregate of approximately $10.9 billion of cash to UTC (which amount may be adjusted by UTC as
described elsewhere in this prospectus).

On June 9, 2019, UTC entered into the Raytheon merger agreement, which provides for the combination of the UTC
Aerospace Businesses and Raytheon in a merger of equals transaction with Raytheon surviving as a wholly owned subsidiary of
UTC. Under the Raytheon merger agreement, UTC has agreed with Raytheon that, subject to the terms and conditions of the
Raytheon merger agreement, UTC will consummate the separation and each of the Carrier distribution and the Otis distribution. In
addition, the completion of the separation and each of the Carrier distribution and the Otis distribution is a condition to the Raytheon
merger pursuant to the Raytheon merger agreement. Accordingly, the Raytheon merger will not be completed unless and until the
separation and each of the distributions are completed. The completion of the Raytheon merger is not a condition to the completion
of the distributions. Therefore, UTC may complete the distribution even if the conditions to the Raytheon merger under the
Raytheon merger agreement have not been satisfied or waived, the Raytheon merger agreement has been terminated or the Raytheon
merger will otherwise not be consummated. For additional information, see “Certain Relationships and Related Party Transactions
—Raytheon Merger Agreement.”
On March 11, 2020, the UTC Board of Directors approved the distribution of all of Carrier’s issued and outstanding shares of
common stock on the basis of one share of Carrier common stock for every share of UTC common stock held as of the close of
business on March 19, 2020, the record date.
At 12:01 a.m., Eastern Time, on April 3, 2020, the distribution date, each UTC shareowner will receive one share of Carrier
common stock for every share of UTC common stock held at the close of business on the record date, as described below. UTC
shareowners will receive cash in lieu of any fractional shares of Carrier common stock that they would have received after
application of this ratio. Upon completion of the separation, each UTC shareowner as of the record date will continue to own shares
of UTC and will receive a proportionate share of the outstanding common stock of Carrier to be distributed. You will not be
required to make any payment, surrender or exchange your UTC common stock or take any other action to receive your shares of
Carrier common stock in the distribution. The distribution as described elsewhere in this prospectus is subject to the satisfaction or
waiver of certain conditions. For a more detailed description of these conditions, see “—Conditions to the Distribution.” We
currently expect the Otis distribution to occur on or around the date of the Carrier distribution, unless otherwise determined by the
UTC Board of Directors in its sole and absolute discretion, but subject to UTC’s agreement to consummate each of the Carrier
distribution and the Otis distribution as required pursuant to, and subject to the terms and conditions of, the Raytheon merger
agreement. Though UTC has agreed pursuant to, and subject to the terms and conditions of the Raytheon merger agreement, that
UTC will consummate the separation and each of the Carrier distribution and the Otis distribution, there can be no assurance that the
Carrier distribution and the Otis distribution will occur on or around the same date or that either distribution will occur at all.
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Reasons for the Separation
The UTC Board of Directors believes that the separation of UTC into three independent, publicly traded companies through the
separation of its Carrier Business and Otis Business is in the best interests of UTC and its shareowners for a number of reasons
(irrespective of whether or not the Raytheon merger is completed), including:
•

Greater Focus and Enhanced Operational Agility. The separation will permit each company to more effectively focus on
pursuing its own distinct operating priorities and strategies for long-term growth and profitability, and will better position
the management teams of each company to focus on strengthening its core businesses. Maintaining a sharper focus on its
core businesses and growth opportunities will allow each company to respond better and more quickly to developments in
its industry and to customer demands. In addition, the separation is expected to enhance operational agility of the
separated companies, which will lead to improved operating discipline and help drive better results.

•

Strong Financial Profile of Each Company on a Stand-alone Basis. Each of UTC, Carrier and Otis has established itself as
a global leader with the scale to be both self-sufficient and to sustain investment through economic cycles. In addition,
each of the companies has an investment grade credit rating and strong financial characteristics to independently drive
growth and investment.

•

Separate Capital Structures and Allocation Flexibility. The separation will permit each company to allocate its financial
resources to meet the unique needs of its own businesses, which will allow each company to intensify its focus on its
distinct strategic priorities and individual business risk and return profiles. The separation will also allow each company to
more flexibly pursue its own distinct capital structure, capital allocation strategy, and capital return policy. In addition,
after the separation, the Carrier Business will no longer need to compete within UTC with the UTC Aerospace Businesses
and the Otis Business for capital and other corporate resources.

•

Creation of Independent Equity Currencies and Increased Strategic Opportunities. The separation will afford Carrier and
Otis the ability to offer their independent equity securities to the capital markets and enable each stand-alone business to
use its own industry-focused stock to pursue portfolio enhancing acquisitions or other strategic opportunities that are more
closely aligned with each company’s strategic goals and expected growth opportunities.

•

Alignment of Management Incentives with Performance. The separation will allow each company to more effectively
recruit, retain and motivate employees through the use of stock-based compensation that more closely reflects and aligns
management and employee incentives with specific growth objectives, financial goals and business attributes. Following
the separation, recruitment and retention is expected to be enhanced by more consistent talent requirements across the
businesses, providing recruiters and applicants with greater clarity and understanding of talent needs and opportunities
associated with the core business activities, principles and risks of each company.

•

Broadening of Investor Base. The separation will allow each company to more effectively articulate a clear investment
proposition to attract a long-term investor base suited to its businesses, growth profile and capital allocation priorities, and
will facilitate each company’s access to capital by providing investors with three distinct investment opportunities. This is
expected to attract shareowners with distinct investment preferences.

The UTC Board of Directors also considered a number of potentially negative factors in evaluating the separation, including:
•

Risk of Failure to Achieve Anticipated Benefits of the Separation. UTC, Carrier and Otis may not achieve the anticipated
benefits of the separation for a variety of reasons, including, among others: the separation will require significant amounts
of management’s time and effort, which may divert management’s attention from operating each company’s business;
there may be dis-synergy costs related to the separation, including costs of restructuring transactions and other significant
costs; and following the separation, each of UTC, Carrier and Otis may be more susceptible to certain economic and
market fluctuations, and other adverse events than if Carrier and Otis were still a part of UTC because each business will
be less diversified than UTC prior to the separation.
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•

Capital Allocation Efficiency and Flexibility. Following the separation, Carrier and Otis may lose capital allocation
efficiency and flexibility, as each company will no longer be able to use cash flow from one of UTC’s other businesses to
fund its investments and operations. Additionally, as smaller companies, the cost of capital for each company may be
higher than UTC’s cost of capital prior to the separation and each company has not obtained as high of a credit rating as
UTC’s credit rating prior to the separation.

•

Loss of Scale and Increased Administrative Costs. As part of UTC, Carrier and Otis benefit from UTC’s scale in procuring
certain goods and services. After the separation, as stand-alone companies, Carrier and Otis may be unable to obtain these
goods, services and technologies at prices or on terms as favorable as those UTC obtained prior to the separation. In
addition, as part of UTC, Carrier and Otis benefit from certain functions performed by UTC, such as accounting, auditing,
tax, legal, human resources, investor relations, risk management, treasury and other general and administrative functions.
After the separation, UTC will not perform these functions for Carrier or Otis (other than certain functions that will be
provided for a limited time pursuant to the transition services agreement) and, because of Carrier’s and Otis’ smaller scale
as stand-alone companies, the cost of performing such functions could be higher than the amounts reflected in Carrier’s or
Otis’ historical financial statements, which would cause profitability to decrease.

•

Disruptions and Costs Related to the Separation. The actions required to separate Carrier’s, Otis’ and UTC’s respective
businesses could disrupt each company’s operations. In addition, Carrier and Otis will incur substantial costs in connection
with the separation and the transition to being a stand-alone public company, which may include tax costs associated with
the internal restructuring and costs to separate shared systems, accounting, tax, legal and other professional services costs,
recruiting and relocation costs associated with hiring key senior management personnel who are new to Carrier and Otis.

•

Limitations on Strategic Transactions. Under the terms of the tax matters agreement that Carrier and Otis will enter into
with UTC, Carrier and Otis will be restricted from taking certain actions that could cause the distribution or certain related
transactions (or certain transactions undertaken as part of the internal reorganization) to fail to qualify as tax-free
transactions under applicable law. These restrictions may limit for a period of time Carrier’s and Otis’ ability to pursue
certain strategic transactions and equity issuances or engage in other transactions that might increase the value of their
business.

•

Uncertainty Regarding Stock Prices. We cannot predict the effect of the Carrier distribution and the Otis distribution on
the trading prices of Carrier, Otis or UTC common stock or know with certainty whether the combined market value of
one share of Carrier common stock, the number of shares of Otis common stock to be distributed per share of UTC
common stock in the Otis distribution and one share of UTC common stock will be less than, equal to or greater than the
market value of one share of UTC common stock prior to the distributions. Furthermore, there is the risk of volatility in
each company’s stock price following the distribution due to sales by certain shareowners whose investment objectives
may not be met by each company’s common stock, and it may take time for each company to attract its optimal
shareowner base.

In determining to pursue the separation, the UTC Board of Directors concluded that the potential benefits of the separation
outweighed the foregoing factors. For additional information, see “Risk Factors.”
Formation of Carrier
Carrier was formed in Delaware on March 15, 2019, for the purpose of ultimately holding UTC’s Carrier Business. As part of
the plan to separate the Carrier Business from the remainder of UTC’s businesses, UTC plans to transfer the equity interests of
certain entities that are expected to operate the Carrier Business and the assets and liabilities of the Carrier Business to Carrier prior
to the distribution. For additional information, see “—Internal Reorganization.”
Treatment of Equity-Based Compensation
UTC equity-based compensation awards outstanding as of the distribution date are expected to be adjusted as described below;
however, the Compensation Committee of the UTC Board of Directors may alter the treatment of awards in any non-U.S.
jurisdiction to the extent that it determines such alteration is necessary or
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appropriate, including to avoid adverse tax consequences to the award holders. The description below assumes that the Carrier
distribution and the Otis distribution occur on the same day. If the Carrier distribution and the Otis distribution do not occur on the
same day, then it is expected that the adjustment methodology described below would be appropriately modified by the
Compensation Committee of the UTC Board of Directors in a manner that is intended to preserve the aggregate intrinsic value of
each award immediately after each of the Carrier distribution and the Otis distribution when compared to the aggregate intrinsic
value immediately prior to such distribution (in each case, as calculated based on the applicable stock price measurements specified
in the employee matters agreement), subject to rounding.
Because the distribution is expected to be completed prior to the consummation of the Raytheon merger and may occur even if
the Raytheon merger agreement is terminated or the Raytheon merger will otherwise not be consummated, the award adjustments
described below will occur independent of the Raytheon merger. If the Raytheon merger is consummated, UTC common stock will
remain outstanding and UTC will be renamed “Raytheon Technologies Corporation.” Accordingly, following the Raytheon merger,
adjusted equity-based compensation awards relating to UTC common stock will continue to relate to UTC common stock, which
will trade on the NYSE under the symbol “RTX.”
Vested Stock Appreciation Right Awards
As of the distribution date, each outstanding and vested UTC stock appreciation right (“SAR”) award will be converted into a
SAR award relating to shares of UTC common stock, a SAR award relating to shares of Carrier common stock, and a SAR award
relating to shares of Otis common stock. The number of shares subject to each SAR award and the exercise price of each SAR
award will be adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC SAR award immediately
after the distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in each case, as
calculated based on the applicable stock price measurements specified in the employee matters agreement), subject to rounding.
Each adjusted SAR award will be subject to the same terms, post-termination exercise rules and other restrictions that applied to the
original UTC SAR award immediately before the distributions.
Unvested Stock Appreciation Right Awards
Awards Held by UTC Employees. As of the distribution date, each outstanding and unvested UTC SAR award held by an
employee who is employed by UTC or its subsidiaries (other than Carrier and Otis and their respective subsidiaries) immediately
prior to the distributions will remain denominated in shares of UTC common stock, although the number of shares subject to the
award and the exercise price of the award will be adjusted in a manner intended to preserve the aggregate intrinsic value of the
original UTC SAR award immediately after the distributions when compared to the aggregate intrinsic value immediately prior to
the distributions (in each case, as calculated based on the applicable stock price measurements specified in the employee matters
agreement), subject to rounding. Each adjusted UTC SAR award will be subject to the same terms, vesting conditions, posttermination exercise rules and other restrictions that applied to the original UTC SAR award immediately before the distributions.
Awards Held by Carrier Employees. As of the distribution date, each outstanding and unvested UTC SAR award held by an
employee who is employed by Carrier or one of its subsidiaries immediately prior to the distributions will be converted into an
award of SARs relating to Carrier common stock, with the number of shares subject to the award and the exercise price of the award
to be adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC SAR award immediately after the
distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in each case, as calculated based
on the applicable stock price measurements specified in the employee matters agreement), subject to rounding. Each adjusted
Carrier SAR award will be subject to the same terms, vesting conditions, post-termination exercise rules and other restrictions that
applied to the original UTC SAR award immediately before the distributions.
Awards Held by Otis Employees. As of the distribution date, each outstanding and unvested UTC SAR award held by an
employee who is employed by Otis or one of its subsidiaries immediately prior to the distributions will be converted into an award
of SARs relating to Otis common stock, with the number of shares subject to the award and the exercise price of the award to be
adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC SAR award immediately after the
distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in each case, as calculated based
on the
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applicable stock price measurements specified in the employee matters agreement), subject to rounding. Each adjusted Otis SAR
award will be subject to the same terms, vesting conditions, post-termination exercise rules and other restrictions that applied to the
original UTC SAR award immediately before the distributions.
Vested Stock Option Awards
As of the distribution date, each outstanding and vested UTC stock option award will be converted into a stock option award
denominated in shares of UTC common stock, a stock option award denominated in shares of Carrier common stock and a stock
option award denominated in shares of Otis common stock. The number of shares subject to each option award and the exercise
price of each option award will be adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC stock
option award immediately after the distributions when compared to the aggregate intrinsic value immediately prior to the
distributions (in each case, as calculated based on the applicable stock price measurements specified in the employee matters
agreement), subject to rounding. Each adjusted stock option award will be subject to the same terms, post-termination exercise rules
and other restrictions that applied to the original UTC stock option award immediately before the distributions.
Unvested Stock Option Awards
Awards Held by UTC Employees. As of the distribution date, each outstanding and unvested UTC stock option award held by
an employee who is employed by UTC and its subsidiaries (other than Carrier and Otis and their respective subsidiaries)
immediately prior to the distributions will remain denominated in shares of UTC common stock, although the number of shares
subject to the award and the exercise price of the award will be adjusted in a manner intended to preserve the aggregate intrinsic
value of the original UTC stock option award immediately after the distributions when compared to the aggregate intrinsic value
immediately prior to the distributions (in each case, as calculated based on the applicable stock price measurements specified in the
employee matters agreement), subject to rounding. Each adjusted UTC stock option award will be subject to the same terms, vesting
conditions, post-termination exercise rules and other restrictions that applied to the original UTC stock option award immediately
before the distributions.
Awards Held by Carrier Employees. As of the distribution date, each outstanding and unvested UTC stock option award held
by an employee who is employed by Carrier or one of its subsidiaries immediately prior to the distributions will be converted into a
stock option award denominated in shares of Carrier common stock, with the number of shares subject to the award and the exercise
price of the award to be adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC stock option
award immediately after the distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in
each case, as calculated based on the applicable stock price measurements specified in the employee matters agreement), subject to
rounding. Each adjusted Carrier stock option award will be subject to the same terms, vesting conditions, post-termination exercise
rules and other restrictions that applied to the original UTC stock option award immediately before the distributions.
Awards Held by Otis Employees. As of the distribution date, each outstanding and unvested UTC stock option award held by an
employee who is employed by Otis or one of its subsidiaries immediately prior to the distributions will be converted into a stock
option award denominated in shares of Otis common stock, with the number of shares subject to the award and the exercise price of
the award to be adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC stock option award
immediately after the distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in each
case, as calculated based on the applicable stock price measurements specified in the employee matters agreement), subject to
rounding. Each adjusted Otis stock option award will be subject to the same terms, vesting conditions, post-termination exercise
rules and other restrictions that applied to the original UTC stock option award immediately before the distributions.
Performance Share Unit Awards and Restricted Stock Unit Awards
Conversion of Certain Performance Share Unit Awards into Restricted Stock Unit Awards. Effective as of immediately prior to
the distribution date, the level of achievement of the performance goals applicable to outstanding UTC performance share unit
awards (other than performance share unit awards with performance goals relating exclusively to the Carrier Business or the Otis
Business) will be determined by the Compensation
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Committee of the UTC Board of Directors and such performance share unit awards will be converted into restricted stock unit
awards, which will be subject only to time-based vesting conditions. UTC performance share unit awards with performance goals
relating exclusively to the Carrier Business or the Otis Business will remain subject to such performance goals and will continue to
constitute performance share unit awards after the adjustments contemplated below.
Awards Held by UTC Employees and Former UTC Employees. As of the distribution date, each outstanding UTC restricted
stock unit award (including each such award that was originally granted as a performance share unit award that was subject to
vesting based on UTC performance) held by an employee who is employed by UTC and its subsidiaries (other than Carrier and Otis
and their respective subsidiaries) immediately prior to the distributions or a former employee whose last employment was not with
Carrier or Otis will remain denominated in shares of UTC common stock, although the number of shares subject to the award will
be adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC restricted stock unit award
immediately after the distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in each
case, as calculated based on the applicable stock price measurements specified in the employee matters agreement), subject to
rounding. Each adjusted UTC restricted stock unit award will be subject to the same terms, vesting conditions and other restrictions
that applied to the original UTC restricted stock unit award immediately before the distributions.
Awards Held by Carrier Employees and Former Carrier Employees. As of the distribution date, each outstanding UTC
restricted stock unit award (including each such award that was originally granted as a performance share unit award that was
subject to vesting based on UTC performance) and each outstanding performance share unit award held by an employee who is
employed by Carrier or one of its subsidiaries immediately prior to the distributions or a former employee who was last employed
by Carrier or one of its subsidiaries will be converted into an award of restricted stock units or performance share units, respectively,
relating to Carrier common stock, with the number of shares subject to the award to be adjusted in a manner intended to preserve the
aggregate intrinsic value of the original UTC award immediately after the distributions when compared to the aggregate intrinsic
value immediately prior to the distributions (in each case, as calculated based on the applicable stock price measurements specified
in the employee matters agreement), subject to rounding. Each adjusted Carrier restricted stock unit award and each adjusted Carrier
performance share unit award will be subject to the same terms, vesting conditions and other restrictions that applied to the original
UTC award immediately before the distributions.
Awards Held by Otis Employees and Former Otis Employees. As of the distribution date, each outstanding UTC restricted
stock unit award (including each such award that was originally granted as a performance share unit award that was subject to
vesting based on UTC performance) and each outstanding performance share unit award held by an employee who is employed by
Otis or one of its subsidiaries immediately prior to the distributions or a former employee who was last employed by Otis or one of
its subsidiaries will be converted into an award of restricted stock units or performance share units, respectively, relating to Otis
common stock, with the number of shares subject to the award to be adjusted in a manner intended to preserve the aggregate
intrinsic value of the original UTC award immediately after the distributions when compared to the aggregate intrinsic value
immediately prior to the distributions (in each case, as calculated based on the applicable stock price measurements specified in the
employee matters agreement), subject to rounding. Each adjusted Otis restricted stock unit award and each adjusted Otis
performance share unit award will be subject to the same terms, vesting conditions and other restrictions that applied to the original
UTC award immediately before the distributions.
Vested Director Deferred Stock Unit Awards and Vested Director Deferred Restricted Stock Unit Awards
As of the distribution date, each outstanding and vested UTC deferred stock unit award and vested, deferred UTC restricted
stock unit award held by a current or former director of UTC will be converted into an award of deferred stock units or deferred
restricted stock units, as applicable, relating to shares of UTC common stock, an award of deferred stock units or deferred restricted
stock units, as applicable, relating to shares of Carrier common stock and an award of deferred stock units or deferred restricted
stock units, as applicable, relating to shares of Otis common stock. The number of shares subject to each deferred stock unit award
or deferred restricted stock unit award, as applicable, will be adjusted in a manner intended to preserve the aggregate intrinsic value
of the original UTC deferred stock unit award or deferred restricted stock unit award, as applicable, immediately after the
distributions when compared to the aggregate intrinsic value immediately
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prior to the distributions (in each case, as calculated based on the applicable stock price measurements specified in the employee
matters agreement), subject to rounding. UTC will retain the liability for adjusted deferred stock unit awards and deferred restricted
stock unit awards held by each current director who will serve as a director of UTC after the distributions and each former director,
and Carrier or Otis, as applicable, will assume the liability for adjusted deferred stock unit awards and deferred restricted stock unit
awards held by each director who will serve as a director of Carrier or Otis after the distributions. The adjusted deferred stock unit
awards and deferred restricted stock unit awards will be subject to the same terms, payment timing rules and other restrictions that
applied to the original UTC deferred stock unit awards or deferred restricted stock unit awards, as applicable, immediately before
the distributions, except that (1) for each director who will serve as a director of UTC after the distributions, the adjusted deferred
stock unit awards and deferred restricted stock unit awards relating to shares of Carrier common stock and shares of Otis common
stock will be cash-settled, (2) for each director who will serve as a director of Carrier after the distributions, the adjusted deferred
stock unit awards and adjusted deferred restricted stock unit awards relating to shares of UTC common stock and Otis common
stock will be cash-settled and (3) for each director who will serve as a director of Otis after the distributions, the adjusted deferred
stock unit awards and deferred restricted stock unit awards relating to shares of UTC common stock and Carrier common stock will
be cash-settled.
Unvested Director Deferred Restricted Stock Unit Awards
Awards Held by UTC Directors. As of the distribution date, each outstanding and unvested UTC restricted stock unit award
held by a director of UTC who will serve as a director of UTC after the distributions (whether or not such person will also serve as a
director of Carrier or Otis) will remain denominated in shares of UTC common stock, although the number of shares subject to the
award will be adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC restricted stock unit award
immediately after the distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in each
case, as calculated based on the applicable stock price measurements specified in the employee matters agreement), subject to
rounding. Each adjusted UTC restricted stock unit award will be subject to the same terms, vesting conditions and other restrictions
that applied to the original UTC restricted stock unit award immediately before the distributions.
Awards Held by Carrier Directors. As of the distribution date, each outstanding and unvested UTC restricted stock unit award
held by a director of UTC who will serve as a director of Carrier (and not as a director of UTC) after the distributions will be
converted into a restricted stock unit award relating to shares of Carrier common stock, with the number of shares subject to the
award to be adjusted in a manner intended to preserve the aggregate intrinsic value of the original UTC restricted stock unit award
immediately after the distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in each
case, as calculated based on the applicable stock price measurements specified in the employee matters agreement), subject to
rounding. Each adjusted Carrier restricted stock unit award will be subject to the same terms, vesting conditions and other
restrictions that applied to the original UTC restricted stock unit award immediately before the distributions.
Awards Held by Otis Directors. As of the distribution date, each outstanding and unvested UTC restricted stock unit award held
by a director of UTC who will serve as a director of Otis (and not as a director of UTC) after the distributions will be converted into
a restricted stock unit award relating to shares of Otis common stock, with the number of shares subject to the award to be adjusted
in a manner intended to preserve the aggregate intrinsic value of the original UTC restricted stock unit award immediately after the
distributions when compared to the aggregate intrinsic value immediately prior to the distributions (in each case, as calculated based
on the applicable stock price measurements specified in the employee matters agreement), subject to rounding. Each adjusted Otis
restricted stock unit award will be subject to the same terms, vesting conditions and other restrictions that applied to the original
UTC restricted stock unit award immediately before the distributions.
Internal Reorganization
As part of the separation, and prior to the Carrier distribution and the Otis distribution, it is expected that UTC will complete an
internal reorganization in order to transfer: (1) the Carrier Business to Carrier, which Carrier will hold following the separation; and
(2) the Otis Business to Otis, which Otis will hold following the separation. Among other things and subject to limited exceptions,
the internal reorganization is expected to result in Carrier and Otis owning, directly or indirectly, the operations comprising, and the
entities that conduct, the Carrier Business and the Otis Business, respectively.
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The internal reorganization is expected to include various restructuring transactions pursuant to which (1) the operations, assets
and liabilities of UTC used to conduct the Carrier Business and the Otis Business will be separated from the operations, assets and
liabilities of UTC used to conduct the UTC Aerospace Businesses, (2) such Carrier Business operations, assets and liabilities will be
contributed, transferred or otherwise allocated to Carrier or one of its direct or indirect subsidiaries and (3) such Otis Business
operations, assets and liabilities will be contributed, transferred or otherwise allocated to Otis or one of its direct or indirect
subsidiaries. These restructuring transactions may take the form of asset or equity transfers, mergers, demergers, distributions,
contributions and similar transactions, and will involve the formation of new subsidiaries in U.S. and non-U.S. jurisdictions to own
and operate the Carrier Business, the Otis Business or the UTC Aerospace Businesses in such jurisdictions.
Following the completion of the internal reorganization and immediately prior to the distribution:
(1) Carrier will be the parent company of the entities and assets that are expected to conduct the Carrier Business;
(2) Otis will be the parent company of the entities and assets that are expected to conduct the Otis Business; and
(3) UTC will remain the parent company of the entities and assets that are expected to conduct the UTC Aerospace
Businesses.
Results of the Distribution
After the distribution, Carrier will be an independent, publicly traded company. The actual number of shares to be distributed
will be determined at the close of business on March 19, 2020, the record date, and will reflect any exercise of UTC options that
occurs, and any settlement of performance share unit awards or restricted stock unit awards initiated, between the date the UTC
Board of Directors declares the distribution and the record date. The distribution will not affect the number of outstanding shares of
UTC common stock or any rights of UTC shareowners. UTC will not distribute any fractional shares of Carrier common stock.
Carrier will enter into a separation agreement and other related agreements with UTC and Otis to effect the separation and to
provide a framework for our relationship with UTC and Otis after the separation, and will enter into certain other agreements,
including a transition services agreement, a tax matters agreement, an employee matters agreement and an intellectual property
agreement. These agreements will allocate among Carrier, Otis and UTC the assets, employees, liabilities and obligations
(including, among others, investments, property and employee benefits and tax-related assets and liabilities) of UTC and its
subsidiaries attributable to periods prior to, at and after Carrier’s and Otis’ separation from UTC, provide for certain services to be
delivered on a transitional basis and govern the relationship among Carrier, Otis and UTC following the separation. These
agreements will not be impacted by the completion of the Raytheon merger. For additional information regarding the separation
agreement and other transaction agreements, see “Risk Factors—Risks Related to the Distribution” and “Certain Relationships and
Related Party Transactions.”
Market for Carrier Common Stock
There is currently no public trading market for Carrier common stock. Carrier intends to apply to list its common stock on the
NYSE under the symbol “CARR.” Carrier has not and will not set the initial price of its common stock. The initial price will be
established by the public markets.
We cannot predict the price at which Carrier common stock will trade after the distribution. In fact, the combined trading
prices, after the Carrier distribution and the Otis distribution, of one share of Carrier common stock, the number of shares of Otis
common stock to be distributed per share of UTC common stock in the Otis distribution and one share of UTC common stock, may
not equal the “regular-way” trading price of one share of UTC common stock immediately prior to the distributions. The price at
which Carrier common stock trades may fluctuate significantly, particularly until an orderly public market develops. Trading prices
for Carrier common stock will be determined in the public markets and may be influenced by many factors. See “Risk Factors—
Risks Related to Our Common Stock.”
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Incurrence of Debt
In connection with the distribution, on February 10, 2020, Carrier entered into a Revolving Credit Agreement providing for a
$2.0 billion unsecured, unsubordinated 5-year revolving credit facility and a Term Loan Credit Agreement providing for a $1.75
billion unsecured, unsubordinated 3-year term loan credit facility. Additionally, on February 27, 2020, Carrier issued $9.25 billion of
unsecured, unsubordinated notes in six series. Carrier also intends to enter into a $2.0 billion unsecured, unsubordinated commercial
paper program prior to the distribution. Carrier expects an aggregate of approximately $10.9 billion of the proceeds of such
financings to be used to distribute cash to UTC. As a result of such transactions, Carrier anticipates having approximately $11.4
billion in aggregate principal amount of outstanding indebtedness upon completion of the distribution. On the distribution date,
Carrier anticipates that this debt will consist of a combination of long-term notes and bank term loans. The amount of indebtedness
incurred by Carrier and the amount of cash distributed by Carrier may be adjusted by UTC as described elsewhere in this
prospectus. For more information, see “Description of Material Indebtedness.”
Trading Between the Record Date and Distribution Date
Beginning on or shortly before the record date and continuing up to and including through the distribution date, it is expected
that there will be two markets in UTC common stock: a “regular-way” market and an “ex-distribution” market. UTC common stock
that trades on the “regular-way” market will trade with an entitlement to Carrier common stock distributed in the distribution. UTC
common stock that trades on the “ex-distribution” market will trade without an entitlement to Carrier common stock distributed in
the distribution. Therefore, if you sell shares of UTC common stock in the “regular-way” market up to and including through the
distribution date, you will be selling your right to receive shares of Carrier common stock in the distribution. If you own UTC
common stock at the close of business on the record date and sell those shares on the “ex-distribution” market up to and including
through the distribution date, you will receive the shares of Carrier common stock that you are entitled to receive pursuant to your
ownership of shares of UTC common stock as of the record date.
Furthermore, beginning on or shortly before the record date and continuing up to and including the distribution date, Carrier
expects that there will be a “when-issued” market in its common stock. “When-issued” trading refers to a sale or purchase made
conditionally because the security has been authorized but not yet issued. The “when-issued” trading market will be a market for
Carrier common stock that will be distributed to holders of UTC common stock on the distribution date. If you owned UTC
common stock at the close of business on the record date, you would be entitled to Carrier common stock distributed pursuant to the
distribution. You may trade this entitlement to shares of Carrier common stock, without trading the UTC common stock you own,
on the “when-issued” market. On the first trading day after the distribution is completed, “when-issued” trading with respect to
Carrier common stock will end, and “regular-way” trading with respect to Carrier common stock will begin.
Conditions to the Distribution
The distribution will be effective at 12:01 a.m., Eastern Time, on April 3, 2020, which is the distribution date, provided that the
conditions set forth in the separation agreement have been satisfied (or waived by UTC in its sole and absolute discretion), subject
to UTC’s agreement to consummate the distribution pursuant to, and subject to the terms and conditions of, the Raytheon merger
agreement. The conditions set forth in the separation agreement include, among others:
•

the SEC declaring effective Carrier’s registration statement on Form 10 and such registration statement not being the
subject of any stop order or any legal, administrative, arbitral or other action, suit, investigation, proceeding, indictment or
litigation by the SEC seeking a stop order;

•

the Carrier information statement having been made available to UTC shareowners;

•

(1) the IRS ruling regarding certain U.S. federal income tax matters relating to the separation and distribution received by
UTC remaining valid and satisfactory to the UTC Board of Directors and (2) the receipt by UTC and continued validity of
an opinion of outside counsel, satisfactory to the UTC Board of Directors, regarding the qualification of certain elements
of the distribution under Section 355 of the Code;

•

the internal reorganization having been completed and the transfer of assets and liabilities of the Carrier Business from
UTC and its affiliates to Carrier and its affiliates and the Otis Business from UTC and its affiliates to Otis and its affiliates,
and the transfer of assets and liabilities of the UTC Aerospace Businesses from Carrier and its affiliates and Otis and its
affiliates to UTC and its affiliates (other than Otis, Carrier and their respective affiliates), as set forth in the separation
agreement, having been completed in all material respects;
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•

the receipt by the UTC Board of Directors of one or more opinions (which have not been withdrawn or adversely
modified) in customary form from one or more nationally recognized valuation or accounting firms or investment banks as
to (1) the adequacy of surplus under Delaware law with respect to Carrier to effect the distribution from Carrier to UTC of
certain proceeds from the financing arrangements described under “Description of Material Indebtedness” prior to the
effective time of the distribution, and with respect to UTC to effect the distribution, and (2) the solvency of each of UTC
and Carrier after the completion of the distribution;

•

all actions or filings necessary or appropriate under applicable U.S. federal, state or other securities or blue sky laws and
the rules and regulations thereunder having been taken and, where applicable, having become effective or been accepted
by the applicable governmental entity;

•

the execution of the transition services agreement, the tax matters agreement, the employee matters agreement and the
intellectual property agreement contemplated by the separation agreement;

•

no governmental entity of competent jurisdiction having issued or entered any injunction or other decree, order, judgment,
writ, stipulation, award or temporary restraining order, and no applicable law having been enacted or promulgated, in each
case that (whether temporary or permanent) has the effect of enjoining or otherwise prohibiting the consummation of the
separation, the distribution or any of the related transactions;

•

the shares of Carrier common stock to be distributed having been approved for listing on the NYSE, subject to official
notice of distribution;

•

UTC having received certain proceeds from the financing arrangements described under “Description of Material
Indebtedness” and being satisfied in its sole and absolute discretion that it will have no liability under such arrangements
as of the effective time of the distribution; and

•

no other event or development existing or having occurred that, in the judgment of UTC’s Board of Directors, in its sole
and absolute discretion, makes it inadvisable to effect the separation, the distribution and the other related transactions.

Until the distribution occurs, UTC will have the discretion to determine (and change) the terms of the distribution and to
determine the record date, the distribution date and the distribution ratio; however, any such determination or change will be subject
to UTC’s obligations to complete the separation and each of the Carrier distribution and the Otis distribution in accordance with the
terms and conditions of the Raytheon merger agreement (including, with respect to certain changes, the requirement that UTC
obtain Raytheon’s prior written consent).
UTC may waive any of the conditions to the distribution. UTC can decline at any time to go forward with the distribution, may
go forward with the Carrier distribution even if the Otis distribution does not occur or may go forward with the Otis distribution
even if the Carrier distribution does not occur. However, under the Raytheon merger agreement, UTC has agreed with Raytheon
that, subject to the terms and conditions of the Raytheon merger agreement, UTC will consummate the separation and each of the
Carrier distribution and the Otis distribution. In addition, the completion of the separation and each of the Carrier distribution and
the Otis distribution is a condition to the Raytheon merger pursuant to the Raytheon merger agreement. Accordingly, the Raytheon
merger will not be completed unless and until the separation and each of the distributions are completed. The completion of the
Raytheon merger is not a condition to the completion of the distributions. Therefore, UTC may complete the distribution even if the
conditions to the Raytheon merger under the Raytheon merger agreement have not been satisfied or waived, the Raytheon merger
agreement has been terminated or the Raytheon merger will otherwise not be consummated.
UTC does not intend to notify its shareowners of any modifications to the terms of the separation or distribution that, in the
judgment of its Board of Directors, are not material. For example, the UTC Board of Directors might consider material such matters
as significant changes to the distribution ratio and the assets to be contributed or the liabilities to be assumed in the separation. To
the extent that the UTC Board of Directors determines that any modifications by UTC materially change the material terms of the
distribution, UTC will notify UTC shareowners in a manner reasonably calculated to inform them about the modification as may be
required by law, by, for example, publishing a press release, filing a current report on Form 8-K or circulating a supplement to the
Carrier information statement.
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USE OF PROCEEDS
Any proceeds received by Carrier from the exercise of Carrier stock options covered by the Plan will be used for general
corporate purposes. These proceeds represent the exercise prices for the Carrier stock options.
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DIVIDEND POLICY
Following the distribution, we expect that Carrier will initially pay a cash dividend on a quarterly basis at an aggregate annual
rate of approximately $550 million. However, the timing, declaration, amount of, and payment of any dividends will be within the
discretion of Carrier’s Board of Directors and will depend upon many factors, including our financial condition, earnings, capital
requirements of our operating subsidiaries, covenants associated with certain of our debt service obligations, legal requirements,
regulatory constraints, industry practice, ability to access capital markets, and other factors deemed relevant by Carrier’s Board of
Directors. Moreover, if as expected we determine to initially pay a dividend following the distribution, there can be no assurance
that we will continue to pay dividends in the same amounts or at all thereafter.
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CAPITALIZATION
The following table sets forth our capitalization as of December 31, 2019, on a historical basis and on a pro forma basis to give
effect to the pro forma adjustments included in the unaudited pro forma combined financial information included elsewhere in this
prospectus. The information below is not necessarily indicative of what our capitalization would have been had the separation,
distribution and related financing transactions been completed as of December 31, 2019. In addition, it is not indicative of our future
capitalization and may not reflect the capitalization or financial condition that would have resulted had we operated as a stand-alone
public company as of the applicable dates presented. This table should be read in conjunction with “Unaudited Pro Forma
Combined Financial Information,” “Selected Historical Combined Financial Data of Carrier,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and the combined financial statements and notes included in the “Index
to Combined Financial Statements” section of this prospectus.
December 31, 2019
Actual
Pro Forma

(dollars in millions)

Cash
Cash and cash equivalents
Capitalization:
Debt Outstanding
Short-term borrowings
Long-term debt
LIBOR plus 112.5 bps. term loan due 2023
1.923% notes due 2023
2.242% notes due 2025
2.493% notes due 2027
2.722% notes due 2030
3.377% notes due 2040
3.577% notes due 2050
Debt issuance costs
Other long-term debt
Total Long-term debt
Total Indebtedness
Equity
Common stock, par value $0.01
Additional paid-in capital
UTC Net Investment
Accumulated other comprehensive loss
Noncontrolling interest
Total Equity
Total Capitalization
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$

952

$

952

$

274

$

274

—
—
—
—
—
—
—
—
89
89
363

1,750
500
2,000
1,250
2,000
1,500
2,000
(66)
89
11,023
11,297

$

— $
—
15,355
(1,253)
333
14,435

9
4,754
—
(1,253)
333
3,843

$

14,798

15,140

$
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SELECTED HISTORICAL COMBINED FINANCIAL DATA OF CARRIER
The following selected historical combined financial data reflect the combined operations of Carrier. The historical combined
statements of operations data for the years ended December 31, 2019, 2018 and 2017 and the related historical combined balance
sheet data as of December 31, 2019 and 2018 have been derived from Carrier’s audited combined financial statements and the
accompanying notes included in the “Index to Combined Financial Statements” section of this prospectus. The historical combined
balance sheet data as of December 31, 2017 was derived from our historical audited combined balance sheet not included in this
prospectus. The selected unaudited historical combined financial data as of, and for each of, the years ended December 31, 2016 and
2015 was derived from our underlying financial records, which were derived from the financial records of UTC. In management’s
opinion, the unaudited combined financial data has been prepared on substantially the same basis as the audited combined financial
statements and include all adjustments, consisting only of ordinary recurring adjustments, necessary for a fair presentation of the
selected historical combined financial data for the periods presented.
Our audited historical combined financial statements include certain expenses of UTC that were allocated to us for certain
functions, including general corporate expenses related to finance, legal, insurance, compliance, employee benefits and incentives,
information technology and human resources services. These expenses have been allocated to us on the basis of direct usage when
identifiable, with the remainder allocated on a pro rata basis with UTC and Otis of net sales, headcount or other measures when
applicable. We believe the basis on which the expenses have been allocated are a reasonable reflection of the utilization of services
provided to or the benefit received by us during the periods presented. Nevertheless, such allocations may not represent the actual
expenses that we may have incurred if Carrier had been an independent public company during the periods or at the dates presented.
As such, the combined financial statements do not necessarily reflect what our financial condition and results of operations would
have been had Carrier operated as an independent public company during the periods or at the dates presented.
The selected historical combined financial data below are not necessarily indicative of the results of operations or financial
condition that may be expected for any future period or date. This information is only a summary and should be read in conjunction
with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the combined financial
statements and the accompanying notes included in the “Index to Combined Financial Statements” section of this prospectus.
(dollars in millions)

For The Year
Net sales
Research and development
Restructuring costs
Operating profit(1)
Net income(2)
Net income attributable to Carrier Global Corporation
Capital expenditures

2019

2018

2017

$ 18,608
401
126
2,491
2,155
2,116
$
243

$ 18,914
400
80
3,637
2,769
2,734
263

$ 17,814
364
111
3,030
1,267
1,227
326

2016
(Unaudited)

$

16,853
351
65
2,760
1,900
1,854
340

2015
(Unaudited)

$

16,709
325
108
2,563
1,837
1,782
261

(1)

2019 operating profit includes a charge of $108 million related to the impairment of an equity investment. 2018 operating profit includes a $799 million pre-tax
gain on the sale of the Taylor business, and 2017 operating profit includes a $379 million pre-tax gain on the sale of our investment in Watsco, Inc.

(2)

2019 net income includes a tax benefit of $149 million as a result of the filing by a subsidiary of Carrier to participate in an amnesty program offered by the
Italian Tax Authority and conclusion of a U.S. income tax audit. 2018 net income includes a charge of $102 million related to future non-U.S. taxes associated
with anticipated future repatriation of non-U.S. earnings. 2017 net income includes unfavorable net tax charges of approximately $799 million related to U.S.
tax reform legislation enacted in December 2017.

(dollars in millions)

At Year End
Working capital(3)
Total assets(4)
Total liabilities(4)
Number of employees

2019

2018

2017

$ 1,490
22,406
7,971
52,635

$ 1,643
21,737
7,468
54,384

$ 1,750
21,985
7,201
54,998

2016
(Unaudited)

$

1,693
20,981
5,844
56,475

2015
(Unaudited)

$

1,749
20,693
5,745
55,058

(3)

Working capital is defined as current assets less current liabilities.

(4)

The increase in total assets and total liabilities in 2019 primarily relates to the adoption of ASU No. 2016-02—Leases (Topic 842), which Carrier adopted as of
January 1, 2019.
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UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION
The unaudited pro forma combined financial information presented below has been derived from our audited historical
combined financial statements included in this prospectus. While the audited historical combined financial statements reflect the
past financial results of the Carrier Business, this pro forma information gives effect to the separation of that business into an
independent, publicly traded company. The pro forma adjustments to reflect the separation, distribution and related transactions
from and with UTC include:
•

the separation of the assets (including the equity interests of certain subsidiaries) and liabilities related to UTC’s Carrier
Business from UTC and the transfer of those assets (including the equity interests of certain subsidiaries) and liabilities to
Carrier;

•

the pro-rata distribution of 100 percent of our issued and outstanding common stock by UTC in connection with the
separation;

•

the effect of our anticipated post-separation capital structure, including the incurrence of principal indebtedness of an
assumed amount equal to approximately $11.0 billion and the expected distribution of an aggregate amount equal to
approximately $10.9 billion of cash to UTC (which amounts of indebtedness incurred and cash distributed may be
adjusted by UTC as described below); and

•

the impact of the separation, distribution and related transactions contemplated by the separation agreement, the transition
services agreement, the tax matters agreement, the employee matters agreement and the intellectual property agreement
among us, Otis and UTC, and the provisions contained therein.

The pro forma adjustments are based on the available information and assumptions our management believes are reasonable;
however, such adjustments are subject to change as the costs of operating as a stand-alone company are determined. In addition,
such adjustments are estimates and may not prove to be accurate. The unaudited pro forma combined financial information has been
derived from the historical combined financial statements included in this prospectus and includes certain adjustments to give effect
to events that are (1) directly attributable to the separation, distribution and related transactions, (2) factually supportable and (3)
with respect to the statement of operations, expected to have a continuing impact on the combined results of the operations of
Carrier.
The Unaudited Pro Forma Combined Statement of Operations for the year ended December 31, 2019 has been prepared as
though the distribution occurred on January 1, 2019. The Unaudited Pro Forma Combined Balance Sheet as of December 31, 2019
has been prepared as though the distribution occurred on December 31, 2019. The unaudited pro forma combined financial
information, which was prepared in accordance with Article 11 of Regulation S-X, is for illustrative purposes only, and does not
reflect what our financial position and results of operations would have been had the distribution occurred on the date indicated and
is not necessarily indicative of our future financial position and future results of operations. One-time transaction-related costs
incurred prior to, or concurrent with, the separation, distribution and related transactions are not included in the Unaudited Pro
Forma Combined Statement of Operations. Carrier will incur certain nonrecurring third-party costs related to the separation,
distribution and related transactions. Such nonrecurring amounts will include financial advisory, information technology, legal,
accounting, consulting and other professional advisory fees and other transaction-related costs that will not be capitalized. The
Unaudited Pro Forma Combined Statement of Operations does not reflect these nonrecurring expenses. Liabilities associated with
such one-time transaction-related costs, however, are accrued in the Unaudited Pro Forma Combined Balance Sheet.
The unaudited pro forma combined financial information should be read in conjunction with our audited historical combined
financial statements and the accompanying notes in the “Index to Combined Financial Statements,” “Capitalization” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this prospectus.
The unaudited pro forma combined financial information constitutes forward-looking information and is subject to certain risks and
uncertainties that could cause actual results to differ materially from those anticipated. See “Cautionary Note Regarding ForwardLooking Statements” and “Risk Factors” included elsewhere in this prospectus.
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Unaudited Pro Forma Combined Statement of Operations
For the Year Ended December 31, 2019
(Dollars in millions, except per share amounts;
shares in millions)

Historical

Net sales:
Product sales
Service sales

$

Costs and expenses:
Cost of products sold
Cost of services sold
Research and development
Selling, general and administrative
Equity method investment net earnings
Other income (expense), net
Operating profit
Non-service pension benefit
Interest (income) expense, net
Income from operations before income taxes
Income tax expense
Net income
Less: Noncontrolling interest in subsidiaries’ earnings
Net income attributable to Carrier Global Corporation

$
$

Earnings per common share
Basic
Diluted
Weighted-average common shares outstanding
Basic
Diluted

15,360
3,248
18,608

Pro Forma
Year Ended
December 31,
2019

Pro Forma
Adjustments
(Note 2)

$

10,890
2,299
401
2,761
16,351
236
(2)
2,491
(154)
(27)
2,672
517
2,155 $
39
2,116 $

—
—
—
—
—
—
(46)
(46)
—
5
51
81
372
(402)
(62)
(340)
—
(340)

$

(A) (K)

(A)
(I)
(G) (H)
(C)
$
$

(D)
(E)
(D)
(E)

See accompanying notes to the Unaudited Pro Forma Combined Financial Information.
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$
$

15,360
3,248
18,608
10,890
2,299
401
2,715
16,305
236
3
2,542
(73)
345
2,270
455
1,815
39
1,776

2.05
2.03
866.2
872.8
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Unaudited Pro Forma Combined Balance Sheet
As of December 31, 2019

Historical

Dollars in millions

ASSETS
Cash and cash equivalents
Accounts receivable, net
Contract assets, current
Inventories, net
Other assets, current
Total Current Assets
Future income tax benefits
Operating lease right-of-use assets
Fixed assets, net
Intangible assets, net
Goodwill
Pension and postretirement assets
Equity method investments
Other assets
Total Assets

$

$

952
2,726
622
1,332
327
5,959
500
832
1,663
1,083
9,884
490
1,739
256
22,406

LIABILITIES AND EQUITY
Accounts payable
Accrued liabilities
Contract liabilities, current
Total Current Liabilities
Long-term debt

1,701
2,325
443
4,469
—

Operating lease liabilities
Future pension and postretirement benefit obligations
Future income tax obligations
Other long-term liabilities

682
456
1,099
1,265

Total Liabilities
Commitments and contingent liabilities Equity:
UTC Net Investment
Accumulated other comprehensive loss
Common stock, par value $0.01
Additional paid-in capital
Noncontrolling interest
Total Equity
Total Liabilities and Equity

7,971

$

Pro Forma
Year Ended
December 31,
2019

Pro Forma
Adjustments
(Note 2)

$

$

15,355
(1,253)
—
—
333
14,435
22,406 $

—
—
—
—
—
—
—
—
58
—
—
—
—
—
58
—
(38)
—
(38)
10,934
89
—
—
(727)
481
(89)
10,650
(15,355)
—
9
4,754
—
(10,592)
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(F)

(K)

$

952
2,726
622
1,332
327
5,959
500
832
1,721
1,083
9,884
490
1,739
256
22,464
1,701
2,287
443
4,431
11,023

(A) (J)

(F)
(F)

682
456
372
1,657

(C) (J)
(J)
(F)

18,621
(B)
(B)
(B)

See accompanying notes to the Unaudited Pro Forma Combined Financial Information.
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$

—
(1,253)
9
4,754
333
3,843
22,464
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NOTES TO THE UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION
Note 1: Basis of Presentation
The accompanying unaudited pro forma combined financial information was prepared in accordance with Article 11 of
Regulation S-X of the SEC and presents the Unaudited Pro Forma Combined Statement of Operations and Unaudited Pro Forma
Combined Balance Sheet based on the audited historical combined financial statements included in this prospectus, after giving
effect to the separation, distribution and related transactions. The audited historical combined financial statements of Carrier have
been adjusted in the accompanying unaudited pro forma combined financial information to give effect to pro forma events that are:
(1) directly attributable to the separation, distribution and related transactions, (2) factually supportable, and (3) with respect to the
statement of operations, expected to have a continuing impact on the combined results of operations of Carrier.
The accompanying unaudited pro forma combined financial information is presented for illustrative purposes only and does not
purport to be indicative of the actual results that would have been achieved by Carrier if the separation, distribution and related
transactions had been consummated for the period presented or that will be achieved in the future.
In addition, for the period presented in the unaudited pro forma combined financial information, the operations of Carrier were
conducted and accounted for as part of UTC. The audited historical combined financial statements and unaudited pro forma
combined financial information of Carrier have been derived from UTC’s historical accounting records and reflect certain
allocations of expenses. All of the allocations and estimates in such financial statements are based on assumptions that management
believes are reasonable. The unaudited pro forma combined financial statements of Carrier do not necessarily represent the financial
position or results of operations of Carrier had it been operated as a stand-alone company during the period or at the date presented.
As a stand-alone public company, we expect to incur incremental recurring costs. The significant assumptions involved in
determining our estimates of recurring costs of being a stand-alone public company include:
•

costs to perform financial reporting and regulatory compliance, and costs associated with accounting, auditing, tax, legal,
information technology, human resources, investor relations, risk management, treasury and other general and
administrative related functions;

•

compensation including equity-based awards, and benefits with respect to new and existing positions;

•

insurance premiums;

•

changes in our overall facility costs;

•

depreciation and amortization related to information technology infrastructure investments; and

•

the type and level of other costs expected to be incurred.

No pro forma adjustments have been made to reflect the additional costs and expenses described above because they are
projected amounts based on estimates and would not be factually supportable. Our preliminary estimates of these additional
recurring costs expected to be incurred annually are approximately $110 million to $140 million greater than the expenses
historically allocated to us from UTC, and primarily relate to general and administrative expenses.
We currently estimate that we will incur one-time expenses of between $125 million and $150 million associated with
becoming a stand-alone public company. The accompanying unaudited pro forma combined financial statements are not adjusted for
these estimated expenses as they are also projected amounts based on estimates and would not be factually supportable and in
addition are not expected to have an ongoing effect on our operating results. These expenses primarily relate to the following:
•

accounting, tax and other professional services costs pertaining to the separation and our establishment as a stand-alone
public company;

•

facility relocation costs;

•

costs to separate information systems; and

•

costs of retention bonuses.
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Note 2: Pro Forma Adjustments
(A) Reflects (1) the removal of approximately $58 million of one-time separation costs directly related to the separation,
distribution and related transactions that were incurred during the historical period and are not expected to have a continuing impact
on the operating results following the consummation of the distribution and (2) the accrual of approximately $30 million of
liabilities associated with such one-time transaction-related costs expected to be incurred by Carrier prior to the separation from
UTC.
(B) Represents the reclassification of UTC’s net investment in Carrier, including the additional net assets expected to be
contributed by UTC and other pro forma adjustments, into Additional paid-in capital and common stock, par value $0.01 to reflect
the number of shares of Carrier’s common stock expected to be outstanding at the distribution date. We have assumed the number of
outstanding shares of common stock based on the number of UTC common shares of 866,223,435 outstanding at February 28, 2020
and an assumed pro-rata distribution ratio of one share of Carrier common stock for each share of UTC common stock.
(C) Represents the income tax impact of the pro forma adjustments for the year ended December 31, 2019. This adjustment
was primarily calculated by applying the statutory tax rates in the respective jurisdictions to each of the pre-tax pro forma
adjustments. The estimated pro forma tax reduction is $67 million for the year ended December 31, 2019.
Pursuant to the tax matters agreement, Carrier is responsible for unrecognized tax benefits to the extent a reserve relates
exclusively to the Carrier Business. Accordingly, the pro forma combined financial information reflects a decrease to the Future
income tax obligations in the amount of $26 million.
(D) Pro forma basic earnings per share and pro forma weighted-average basic shares outstanding for the year ended December
31, 2019 reflect the number of shares of Carrier’s common stock which are expected to be outstanding upon completion of the
distribution. We have assumed the number of outstanding shares of common stock based on the number of UTC common shares
outstanding at February 28, 2020 and an assumed pro-rata distribution ratio of one share of Carrier common stock for each share of
UTC common stock. The actual number of shares of Carrier’s common stock currently outstanding may be different from this
estimated amount.
(E) Pro forma diluted earnings per share and pro forma weighted-average diluted shares outstanding reflect the estimated
number of shares of Carrier’s common stock that are expected to be outstanding upon completion of the distribution and reflect the
potential issuance of shares of our common stock under our equity plans, based on the distribution ratio of one share of Carrier
common stock for every share of UTC common stock. The actual number of shares of Carrier common stock currently outstanding
may be different from this estimated amount. Pro forma diluted earnings per share excludes the potential conversion of unvested
equity awards in UTC that are held by Carrier employees, as the conversion factor is dependent on various factors, including the
UTC and Carrier share prices before and after the separation, which cannot be fully estimated at this time.
(F) Reflects the issuance of $9.25 billion of unsubordinated, unsecured notes, which occurred on February 27, 2020, as well
as the expected draw down on our unsubordinated, unsecured term loan credit facility in the amount of $1.75 billion. The
adjustment to Long-term debt is net of issuance costs of approximately $66 million and also includes the reclassification of existing
debt of approximately $84 million and existing finance lease obligations of approximately $5 million from Other long-term
liabilities. Details of the unsubordinated, unsecured notes and the amount drawn under our unsubordinated, unsecured term loan
credit facility are as follows:
(dollars in millions)

LIBOR plus 112.5 bps. term loan due 2023
1.923% notes due 2023
2.242% notes due 2025
2.493% notes due 2027
2.722% notes due 2030
3.377% notes due 2040
3.577% notes due 2050
Total principal long-term debt issued
Issuance costs
Total long-term debt issued

$
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1,750
500
2,000
1,250
2,000
1,500
2,000
11,000
(66)
10,934
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In addition, on or about the distribution date, an unsecured, unsubordinated 5-year revolving credit facility that provides for the
availability of $2.0 billion of borrowings is expected to become available. The undrawn portion of the revolving credit facility will
serve as a backup facility for the issuance of commercial paper under an unsecured, unsubordinated $2.0 billion commercial paper
program that is also expected to become effective, on or about the distribution date. No adjustment has been made to the unaudited
pro forma financial information to reflect the potential issuance of commercial paper or draw down on the revolving credit facility.
The cash proceeds received from the assumed debt issuance are assumed to be distributed to UTC. The amount of indebtedness
actually incurred by Carrier and the amount of cash actually distributed by Carrier to UTC (or otherwise transferred to or from UTC
or Carrier, as applicable, prior to the distribution) may be adjusted prior to the completion of the distribution in a manner that is
intended to result in approximately $24.3 billion of adjusted net indebtedness of the UTC Aerospace Businesses as of immediately
prior to the completion of the merger, subject to and in accordance with the Raytheon merger agreement; accordingly, the actual
cash and debt balances of Carrier immediately following the distribution may be higher or lower than currently anticipated.
The expected debt balance at the time of the distribution was determined by senior management based on a review of a number
of factors, including forecast liquidity and capital requirements, expected operating results and general economic conditions.
(G) The adjustment of $336 million for fiscal year ended December 31, 2019 represents approximately $330 million of
interest expense based on an assumed weighted-average interest rate of approximately 3.00 percent and approximately $6 million of
amortization of issuance costs in connection with the incurrence of debt as described in Note F above. A 1/8 percent variance in the
assumed interest rate on the floating rate indebtedness would change annual interest expense by $2 million.
(H) The adjustment of $36 million for fiscal year ended December 31, 2019 represents elimination of net related party interest
income, principally related to legacy related party cash pooling activity.
(I) Primarily reflects the removal of Non-service pension benefit historically allocated to us for a UTC-sponsored defined
benefit pension plan. No portion of this plan will transfer to us upon separation and our employees will no longer accrue additional
benefits. The remaining Non-service pension benefit relates to pension plans expected to be retained by Carrier.
(J) Pursuant to the tax matters agreement, we are required to make payments to UTC representing Carrier’s portion of UTC’s
remaining net tax liability attributable to a U.S. income tax on previously undistributed earnings of Carrier’s international
subsidiaries resulting from the passage of the TCJA. For purposes of the unaudited pro forma combined financial information, we
removed the balance, which was computed on a separate return methodology, of approximately $68 million that was recorded
within Accrued liabilities and $701 million that was recorded within Future income tax obligations. A future obligation of $481
million is recorded within Other long-term liabilities, and is expected to be settled in six annual installments, beginning April 15,
2021.
(K) Represents approximately $58 million of net assets that will be contributed by UTC to us prior to the separation, primarily
related to fixed assets previously owned and operated by UTC and approximately $7 million of related activity associated with the
net assets that were not part of our historical operations.
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BUSINESS
This section discusses Carrier’s business assuming the completion of all of the transactions described in this prospectus,
including the separation and distribution.
Our Company
Carrier is a leading global provider of HVAC, refrigeration, fire and security solutions. Our innovative solutions promote
smarter, safer and more sustainable buildings and infrastructure, and help to effectively preserve the freshness, quality and safety of
perishables across a wide variety of industries. Our comprehensive range of products and services, reputation for quality and
innovation, and our industry-leading brands make us a trusted provider for our customers’ critical applications in the construction,
transportation, security, food retail, pharmaceutical and other industries.
Our company is built on a legacy of innovation, beginning with its founders—Willis Carrier, who designed the world’s first
modern air conditioning system; Robert Edwards, who patented the first electric alarm bell; and Walter Kidde, who produced the
first integrated smoke detection and carbon dioxide extinguishing system for use onboard ships. This culture of innovation supports
our core strategy of developing smart, sustainable and efficient solutions to meet the complex challenges resulting from the megatrends of urbanization, climate change and increasing requirements for food safety driven by the food needs of our growing global
population, rising standards of living and increasing energy and environmental regulation. The iconic Carrier brand, with its
reputation for innovation and quality, is complemented by our other strong brands, including Automated Logic, Carrier Transicold,
Edwards, GST, Kidde, LenelS2 and Marioff.
We believe that growth in our businesses is supported by favorable secular trends, including the mega-trends discussed above,
which underpin growth across our HVAC, Refrigeration and Fire & Security businesses. We also believe that we are well positioned
to benefit from these long-term trends as a result of the strength of our industry-leading brands and track record of innovation.
We have an extensive global footprint with approximately 53,000 employees globally, including over approximately 3,600
engineers, and our solutions are sold in over 160 countries around the world. We sell our products and services directly to end
customers and indirectly through distributors, independent sales representatives, wholesalers, dealers, other channel partners and
retail outlets.
For the year ended December 31, 2019, our net sales were approximately $18.6 billion, and our operating profit was
approximately $2.5 billion. Our net sales for the year ended December 31, 2019 were derived from the Americas (55 percent),
Europe-Middle East (30 percent) and Asia-Pacific (15 percent). Our international operations, including U.S. export sales,
represented approximately 52 percent of our net sales for the year ended December 31, 2019. During the same period, new
equipment and service and aftermarket contributed 72 percent and 28 percent, respectively, of our net sales excluding inter-segment
eliminations.

(1)

Excluding inter-segment eliminations.
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Our Strengths
We believe that Carrier is differentiated by our industry-leading portfolio of iconic brands, comprehensive product and service
offerings and reputation for innovation and quality, which make us a trusted provider to our customers across a wide range of
growing markets and channels for commercial and residential building, industrial and smart cold chain applications. Our
competitive strengths include:
Portfolio of iconic brands and leading segment positions. Our iconic and enduring brands are among the most recognized in
their respective industries. Individually, many of our brands are leaders within their respective segments and we believe that,
collectively, they represent a uniquely positioned portfolio of trusted assets that, together with our ability to provide comprehensive,
state-of-the-art solutions, make us a supplier and business partner of choice.
Extensive and diversified portfolio of solutions, industries and customers. We have a comprehensive and diverse set of
products and services in many industries. While many of our products and brands are leaders in their respective industries, our
business model is not dependent on any single product, brand, industry or customer. Our products solve different problems for a
diverse set of customers in a range of applications and locations, while benefiting from our fundamental operational strategies and
focus on innovation. The diversity of our product and service offerings better qualifies us to be a supplier of choice for a
comprehensive range of solutions, while mitigating potential short-term headwinds in particular locations, applications or industries.
Global scale and presence in developing and growth markets. We believe that our global scale and comprehensive offering of
products and services provide us with advantages over other providers with respect to design, manufacturing, sourcing, sales and
marketing. Our understanding of local conditions, regulations and customer needs helps position us to focus on attractive verticals
and geographies and respond more rapidly to changing regulatory requirements. This knowledge also enables us to take learnings,
technologies and products developed for one region or customer and apply them to others, driving further growth and creating value
for our stakeholders. Many of the geographical, product or service markets in which we currently operate, including China, India,
Vietnam and other developing countries in Southeast Asia, are experiencing long-term sustained growth. These countries have high
growth potential due to increasing demand for our products and services from currently low penetration rates, rising living standards
and consumption, and increasing regulatory emphasis on safety, energy efficiency and the environment. Our global scale, presence
and extensive distribution network create opportunities for targeted geographic expansion of our product and service offerings,
allow us to serve a diversified customer base and provide exposure to short- and long-cycle end markets.
Strong, long-term distribution relationships. We have long-term relationships with an extensive network of channel partners
that uniquely position us to meet customers’ demands across the industries and geographies we serve. In many instances, these
relationships have been forged over decades of selling HVAC, refrigeration, fire and security products to provide tailored solutions
for a variety of customers and applications. We also have a number of joint venture arrangements and strategic relationships with
our channel partners that align our respective incentives and facilitate our collective ability to win new business. We believe that we
share a trust, relationship and mutual respect with our channel partners that is unmatched in our industry. These deep relationships
are the product of decades of effort, extensive personal connections and a long history of dedicated performance and satisfied
expectations. The strength of our relationships with our channel partners, our channel partners’ relationships with end users and the
breadth of our distribution network, provide us with an important competitive advantage and help make Carrier a provider of choice
even when we do not sell directly to the end user.
Proven track record of innovation with focus on world mega-trends. We have a strong history of innovation across all of our
segments and our current priorities include solutions to address the challenges presented by the mega-trends of urbanization, climate
change and the food needs of our growing global population. Since 2014, we have grown our engineering team globally by
approximately 20 percent to approximately 3,600 engineers. We hold approximately 7,000 active patents and/or pending patent
applications worldwide to protect our R&D investments in new products and services. In the last two years, we introduced over 200
new products. Our recent innovations include a suite of digital HVAC solutions that improve on-demand customer engagement, as
well as visibility into system performance and remote management; combining carbon dioxide as a natural refrigerant with energyefficient technology to reduce the carbon footprint of marine container refrigeration applications; and the first multi-criteria smoke
detector to receive the UL 268 (7th edition) Standard for Safety of Smoke Detectors and Fire Alarm Systems certification.
Innovation in
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our product portfolio is a strong driver of continued growth as customers increasingly value energy efficiency, sustainability and
digitally-connected building systems. These factors are an important aspect of customers’ buying decisions and serve as key
differentiators for Carrier.
Sizable service and aftermarket business drives growth. By virtue of our global scale and market tenure, we have one of the
largest installed bases in many of the industries we serve, which enables us to drive recurring revenue streams from the sale of repair
and maintenance services, parts, components, and end of lifecycle product replacements that are required for installed products. Our
sales of other value added recurring and non-recurring services provide additional revenue streams over and above sales derived
from our equipment business. In 2019, approximately 28 percent of our net sales were generated by service and aftermarket.
Attractive financial profile underpinned by strong margins and operating cash flow. We benefit from attractive margins and
a track record of strong cash flow generation. Over the past two years, our operating margins have consistently been over 13
percent, a level maintained through the reputational strength of our brands and our culture of operational efficiency. We also benefit
from the low capital intensity of our businesses, which has contributed to our track record of generating strong operating cash flow.
Over the past two years, our capital expenditures averaged approximately 1.3 percent of net sales and we generated a cumulative
$4.1 billion of operating cash flow.
Experienced management team and skilled workforce. Our strategy is driven by an experienced global leadership team and
implemented by skilled operating teams with approximately 53,000 employees worldwide, including approximately 3,600
engineers. Our global workforce, of which approximately 80 percent is located outside the United States, reflects our deep regional
knowledge and enables us to maintain close relationships with our customers. Our leadership team includes executives who have
deep industry expertise, as well as executives who have extensive experience driving growth and operational excellence across
different businesses. This combination of collective industry experience and strong leadership supports our ability to successfully
implement our business strategies.
Our Strategies
We intend to continue to grow by serving our diverse industries, geographies and customer bases with a broad range of
solutions to address the complex challenges resulting from global mega-trends and by innovating ahead of regulatory requirements.
Our key strategies include both a sustained focus on growth opportunities as well as a commitment to establishing a best-in-class
cost structure as a stand-alone company, encompassing the following elements:
Focus on growth
Drive organic growth in existing served markets through technology and innovation. We plan to maintain our proven track
record of innovation by leveraging our culture dedicated to designing smarter, more connected and more sustainable environments;
our industry-leading brands; and our long-term relationships with channel partners and customers to provide solutions tailored for
growing verticals and applications in the markets we serve. For example, in HVAC, through enhanced engagement with enterprise
account owners and operators in key vertical segments, we are utilizing our broad building system offerings to provide innovative,
intelligent building solutions to address our customers’ needs for energy efficiency, safety, security and an improved occupant
experience. Our R&D efforts are focused on growing our products and services across our segments—we continue to invest in
innovation and intend to continue to work closely with our distribution partners to offer best-in-class products and solutions that
anticipate customer needs related to refrigerants, efficiency, emissions, noise levels and safety. As customer demands for more
sustainable and connected equipment continue to evolve, our ability to innovate and provide cutting-edge products and technologies
is key to our continued success and ability to grow our businesses. Our innovation efforts are supported by R&D investments, which
were approximately 2.2 percent of net sales in 2019.
Invest for growth in attractive geographies. We believe that we are well positioned to expand our product, service and
aftermarket offerings in a number of attractive geographies that have significant potential for substantial growth. Long-term growth
opportunities in these geographies are supported by durable global mega-trends. We plan to leverage the scale of our global
operations, the strength of our iconic brands and our proven track record in creating valuable partnerships to focus on targeted
expansion into new locations and channels where we believe that we can drive profitable growth. We also continue to strengthen our
long-term
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relationships with channel partners to ensure global market coverage and a superior level of customer service. We believe our
understanding of local conditions, regulations and customer needs helps position us to focus on attractive geographies and to move
more quickly to meet rapidly changing regulatory requirements.
Expand in higher value-added services and aftermarket. Products make up the majority of our sales today. Our product sales,
including installations, are more than two-thirds of total sales and will continue to be the foundation of the business going forward.
However, as service and aftermarket offerings evolve in the industry to include more highly sophisticated digital and “as-a-service”
models enabled by data and analytics, we will pursue targeted opportunities for growth, leveraging our smart, connected products
and our broad technological expertise across building systems. In addition, we plan to utilize digital technologies to enhance our
internal operations and enable seamless transactions with customers across the customer experience and equipment lifecycles (for
example, by providing customers visibility from order through delivery).
Strategically optimize product, technology and geographic portfolio to enhance growth. We intend to seek opportunities to
optimize our portfolio of products and services to allocate resources toward profitable growth, and to selectively pursue strategic
partnerships, mergers, acquisitions and divestitures that will enhance our core business, complement our existing array of brands,
products and services, and leverage our global scale and scope.
Leading Cost Structure
Focus on cost-effective performance. As a stand-alone public company, we plan to continue to foster operational, financial
and commercial excellence, to drive sales and earnings growth while maintaining an attractive cost structure, through Carrier’s
longstanding way of doing business. With roots in our legacy manufacturing and business process excellence, the Carrier operating
system is based on lean principles and a highly competitive cost structure that leverages low-cost manufacturing and R&D resources
to drive end-to-end supply chain excellence. In connection with our focus on cost-effective performance, we launched a strategic
cost reduction initiative in 2019 with the goal of reducing cumulative supply chain, factory and general administrative costs by up to
$600 million in the aggregate by the end of 2022.
Our Products, Services and Customers
Under a broad portfolio of iconic brands, we provide a wide range of products and solutions, including cooling, heating,
ventilating and building automation systems; refrigeration; fire, flame, gas, smoke and carbon monoxide detection; portable fire
extinguishers; fire suppression systems; intruder alarms; access control systems and video management systems; and electronic
controls. Our broad range of products is complemented by a spectrum of related services, including audit, design, installation,
system integration, repair, maintenance and monitoring services.
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HVAC
Our HVAC segment provides products, controls, services and solutions to meet the heating and cooling needs of residential and
commercial customers, while enhancing building performance, energy efficiency and sustainability. Through an industry-leading
family of brands, including Automated Logic, Bryant, Carrier, CIAT, Day & Night, Heil, NORESCO and Riello, we offer an
innovative and complete product portfolio, including air conditioners, heating systems, controls and aftermarket components, as
well as repair and maintenance services and building automation solutions. Our broad product portfolio offers numerous solutions
for our residential and commercial customers.
We have a leadership position serving residential customers in North America, supported by a large, installed base and new
construction demand in both single-family and multi-family housing. We take a full system approach to commercial building
solutions, from modeling a building’s HVAC needs to delivering innovative equipment and easy-to-use controls. We also leverage
our commercial HVAC equipment sales to offer a portfolio of services to support the efficient, safe and predictable operation of our
equipment.
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As proven innovators in HVAC, our solutions are found in some of the most advanced, sustainable, and prestigious buildings
around the world. Our HVAC products and solutions are sold directly, including to building contractors and owners, and indirectly
through joint ventures, independent sales representatives, distributors, wholesalers, dealers and retail outlets, as well as through
direct sales offices, which sell, in part, to mechanical contractors.
Our HVAC segment had net sales excluding inter-segment eliminations of $9.7 billion in 2019, and, as of December 31, 2019,
remaining performance obligations (“RPO”), or the aggregate amount of total contract transaction price that is unsatisfied or
partially unsatisfied, of approximately $2.7 billion.
Refrigeration
Our Refrigeration segment is comprised of transport refrigeration and commercial refrigeration products and solutions. Our
transport refrigeration products and solutions include refrigeration and monitoring systems for trucks, trailers, shipping containers,
intermodal and rail. Our transport refrigeration products and cold chain monitoring solutions enable the safe, reliable transport of
food and beverages, medical supplies and other perishable cargo. Our commercial refrigeration equipment solutions incorporate
next-generation technologies to preserve freshness, ensure safety and enhance the appearance of retail food and beverage.
We sell our refrigeration products and solutions directly, including to transportation companies and retail stores, and indirectly
through joint ventures, independent sales representatives, distributors, wholesalers and dealers. Our refrigeration products and
solutions are sold under established brand names, including Carrier Commercial Refrigeration, Carrier Transicold and Sensitech.
Carrier Transicold is an established industry leader providing customers around the world with advanced, energy-efficient and
environmentally sustainable container refrigeration systems and generator sets, direct-drive truck units, trailer refrigeration systems
and marine container refrigeration. Under the Carrier and other brand names, we offer a comprehensive portfolio of next-generation
commercial refrigeration products, including refrigerated cabinets, freezers, systems and controls, all of which help maximize
merchandising opportunities while reducing energy consumption and operating costs. Carrier Commercial Refrigeration sells
products and services to customers in a wide range of food retail formats concentrated primarily in Europe, the Middle East and
Asia. Sensitech offers leading solutions and services for supply chain visibility addressing quality and compliance, security and
logistics performance management. Sensitech’s innovative monitoring products and services help to maintain the quality, integrity
and security of our customers’ valuable products at every step in their journey around the world.
Our Refrigeration segment had net sales excluding inter-segment eliminations of $3.8 billion in 2019 and, as of December 31,
2019, RPO of approximately $836 million.
Fire & Security
We offer a broad array of fire and security products to meet the needs of our customers. Our fire and security products and
solutions encompass a wide range of residential and building systems, including fire, flame, gas, smoke and carbon monoxide
detection; portable fire extinguishers; fire suppression systems; intruder alarms; access control systems and video management
systems; and electronic controls.
Our fire detection and suppression technologies protect a variety of premises, including homes, commercial buildings and
industrial sites, and are sold under our trusted brands, including Autronica, Det-Tronics, Edwards, Fireye, GST, Kidde and Marioff.
Our security products are sold under top-tier brands, including Interlogix, LenelS2, Onity and Supra. Our security solutions range
from advanced physical security solutions, including access control, video surveillance, key management systems, electronic locks
and mobile credentialing for a range of commercial applications including corporate, healthcare, government, hospitality, education,
real estate, property management, industrial and automotive, to intrusion monitoring and life-safety solutions for the residential
market. Our technology includes web-based and mobile applications enhanced by cloud-based services.
Our fire and security service offerings include audit, design, installation, system integration, repair, maintenance and
monitoring services. These solutions, primarily sold under our Chubb brand, complement our fire and security products. Chubb has
a network of skilled technicians and 24/7 monitoring centers providing continuous support for customers in a number of countries
across the world.
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We sell our fire and security products and solutions directly to end customers, including governments, financial institutions,
architects, building owners and developers, security and fire consultants and homeowners, as well as through manufacturers’
representatives, distributors, dealers, value-added resellers and retailers. Key purchasing factors considered by our fire and security
customers include route to market, quality, innovation, brand loyalty, price and performance.
Our Fire & Security segment had net sales excluding inter-segment eliminations of approximately $5.5 billion in 2019 and, as
of December 31, 2019, RPO of approximately $1.2 billion.
Competition and Other Factors Affecting the Carrier Business
As a global business, our operations can be affected by a variety of economic, industry and other factors, including those
described in this section and in “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
“Cautionary Note Regarding Forward-Looking Statements” and “Risk Factors.”
Carrier is subject to significant competition from a large number of companies in the United States and other countries, and
each competes on the basis of price, delivery schedule, product performance and service. The geographies in which we sell our
products, solutions and services in the HVAC, Refrigeration and Fire & Security segments tend to have a large number of local
companies. We believe that Carrier is one of the leading equipment manufacturers in each of its addressable segments and that our
portfolio of strong brands, together with our ability to provide comprehensive solutions in state-of-the-art building, refrigeration and
industrial systems and services, make us a supplier and business partner of choice.
HVAC
Competition in HVAC equipment includes many international, regional and local companies, the largest of which include
Daikin Industries, Ltd., Gree Electric, Ingersoll-Rand PLC, Johnson Controls International PLC, Lennox International, Midea
Group and Mitsubishi Electric Corporation, among others. Contracts are typically awarded or negotiated on the basis of price,
product availability, delivery schedule, product performance, product line breadth, brand reputation, design, technical expertise and
service. We focus on technical innovation to produce sustainable solutions, which provide our customers with higher efficiency and
lower operating costs. We believe that our ability to innovate in anticipation of regulatory requirements is a key advantage in HVAC
equipment, and we leverage, both directly and through our local distributors and joint ventures, our knowledge and expertise in our
own equipment and controls to sell our portfolio of services to customers. We regularly offer incentives and training, such as
credits/discounts for offering promotional pricing and contract terms on our products, to our distribution partners to purchase and
sell our products to ensure an adequate supply of our products.
Refrigeration
Competition in refrigeration includes multinational companies, including Ingersoll-Rand PLC, Daikin Industries, Ltd. and
Panasonic Corporation, as well as numerous regional and local companies. Sales depend heavily on product performance, efficiency
and reliability, as well as service and support. We believe that our track record of technical innovation in producing environmentally
sustainable solutions for precision temperature and humidity control, as well as our global parts and service support footprint,
differentiate us from the competition. The transport refrigeration business can be affected by truck production cycles in North
America and Europe, which result from a variety of factors, including general economic conditions, replacement cycles, age of fleet
and pre-buys.
Fire & Security
Competition in fire and security products, solutions and services includes several large multinational companies, including
Assa Abloy AB, Bosch Group, Zhejiang Dahua, Hangzhou Hikvision Digital, Honeywell International Inc., Johnson Controls
International PLC and Siemens AG, among others. We believe that our trusted brands (including Autronica, Chubb, Det-Tronics,
Edwards, Fireye, GST, Interlogix, Kidde, LenelS2, Marioff, Onity and Supra), our understanding of our customers’ fire and security
needs, our reputation for technical innovation and the reliable performance of our products and solutions are key competitive
advantages.
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Compliance with Government Regulations
We conduct our business through subsidiaries and affiliates worldwide. Changes in legislation or government policies,
including the ongoing changes in regulations, including with respect to climate change concerns, can affect our worldwide
operations. In particular, our business may be affected by changes in governmental regulation of refrigerants and energy efficiency
standards, noise regulation and product and fire safety regulations, including changes related to hydro fluorocarbons/emissions
reductions efforts in the United States and Canada, energy conservation standards in the United States, the regulation of fluorinated
gases in the European Union (“EU”), the EU’s Ecodesign implementation regulations and chemical regulations, the EU’s
regulations on hazardous substances, electric and electronic equipment waste, and by other regulations promulgated by the
European Committee for Standardization. Additionally, the increased fragmentation of regulatory requirements may increase our
costs by requiring the development of country-specific variants, the monitoring and compliance of additional regulations as well as
additional testing and certifications. The laws and regulations applicable to our products and services change regularly, and certain
regulatory changes may render our products and technologies noncompliant. We do not anticipate that changes in laws and
regulations applicable to our products will have a material adverse effect upon our cash flows, competitive position, financial
condition or results of operations.
Our operations are also subject to and affected by environmental regulations promulgated by federal, state and local authorities
in the United States and by authorities with jurisdiction over our foreign operations. Most U.S. laws governing environmental
matters include criminal penalties. We have incurred and will likely continue to incur liabilities under various statutes for the
cleanup of pollutants previously released into the environment. We do not anticipate that compliance with current provisions
relating to the protection of the environment or that any payments we may be required to make for cleanup liabilities will have a
material adverse effect upon our cash flows, competitive position, financial condition or results of operations. Environmental
matters are further addressed in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
Notes 3 and 19 to the Combined Financial Statements included in the “Index to Combined Financial Statements” section of this
prospectus.
Certain of our fire and security products are subject to certification by governmental agencies and regulatory bodies in the
various jurisdictions in which we operate, including, among others, the U.S. Consumer Product Safety Commission, the U.S.
National Highway Traffic Safety Administration, the U.S. Coast Guard, Health Canada, Transport Canada and the Procuraduría
Federal del Consumidor in Mexico. In addition, certain fire and safety products may be impacted by recent legislative and
regulatory changes, such as the John S. McCain National Defense Authorization Act for Fiscal Year 2019 and the changing
landscape related to tariffs and trade regulations.
U.S. laws, regulations, orders and other measures concerning the export or re-export of products, software, services and
technology to, and other trade-related activities involving, non-U.S. countries and parties affect the operations of Carrier and its
affiliates.
For further discussion of risks related to environmental matters and other government regulations, see “Risk Factors,” “—Legal
Proceedings” and Note 20 to the Combined Financial Statements included in the “Index to Combined Financial Statements” section
of this prospectus.
Working Capital and Operations
We maintain levels of inventory consistent with industry practices. These levels are impacted from time to time by seasonality
and fluctuations in demand, and vary across and within segments. Additional requirements are usually met with procurement from
suppliers and vendors.
RPO consists of the aggregate amount of total contract transaction price that is unsatisfied or partially unsatisfied. As of
December 31, 2019, our total RPO for the HVAC, Refrigeration and Fire & Security segments is approximately $2.7 billion, $836
million and $1.2 billion, respectively. Of these totals, we expect approximately 57 percent, 74 percent and 72 percent, respectively,
will be recognized as sales over the following 12 months.
66

TABLE OF CONTENTS

Intellectual Property
We maintain a broad portfolio of patents, trademarks, copyrights, trade secrets, licenses and franchises related to our business.
We hold approximately 7,000 active patents and/or pending patent applications worldwide to protect our R&D investments in new
products and services. From time to time, we take actions to protect our business by asserting our intellectual property rights against
third-party infringers. We believe we have taken reasonable measures to build this portfolio of intellectual property rights, but we
cannot be assured that none of these intellectual property rights may be challenged, found invalid or unenforceable. See the “Risk
Factors” section for further discussion of intellectual property matters.
Raw Materials and Supplies
We believe that we have adequate sources for materials, components, services and supplies used in our manufacturing. We
work continuously with our supply base to ensure an adequate source of supply and to reduce costs. We pursue cost reductions
through a number of mechanisms, including consolidating purchases, reducing the number of suppliers, global sourcing, design
changes and competitive bidding. In some instances, we depend upon a single source of supply or participate in commodity markets,
including rare-earth metals, that may be subject to allocations of limited supplies. We believe that our supply management practices
are based on an appropriate balancing of the foreseeable risks and the costs of alternative practices. Although at times high prices
for some raw materials important to our business (for example, steel, copper and aluminum) have caused margin and cost pressures,
we do not foresee near term unavailability of materials, components or supplies that would have a material adverse effect on our
competitive position, results of operations, cash flows or financial condition. Additionally, because we have a number of factories
and suppliers in foreign countries, the imposition of tariffs or sanctions, or unusually restrictive border-crossing rules, could
adversely affect our supply chain. For further discussion of the possible effects of the cost and availability of raw materials on our
business, see the “Risk Factors” section.
Employees and Employee Relations
At December 31, 2019, we had approximately 53,000 employees, of which approximately 80 percent are based outside the
United States. During 2019, we negotiated or concluded five domestic collective bargaining agreements. In 2020, two domestic
collective bargaining agreements are subject to renegotiation, the largest of which covers certain workers at our Indianapolis,
Indiana facility. Although some previous contract renegotiations have had a significant impact on our financial condition or results
of operations in prior years, we do not anticipate that the renegotiation of these contracts in 2020 will have a material adverse effect
on our competitive position, cash flows, financial condition or results of operations. At December 31, 2019, approximately 30
percent of our employees in the United States were covered by collective bargaining agreements. Employees in certain foreign
jurisdictions are represented by local works councils as may be customary or required in those jurisdictions. Our business may be
adversely affected by work stoppages, union negotiations, labor disputes and other matters associated with our labor force. For
discussion of the effects of our restructuring actions on employment, see “Risk Factors,” “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” and Note 15 to the Combined Financial Statements included in the “Index to
Combined Financial Statements” section of this prospectus.
Properties
We operate approximately 1,200 sites, which comprise approximately 35 million square feet of productive space. Of these, our
large footprint facilities and key manufacturing sites comprise approximately 24 million square feet of productive space.
Approximately 56 percent, 15 percent and 26 percent of these significant properties are associated with our HVAC, Refrigeration
and Fire & Security segments, respectively, with approximately 3 percent not associated with a particular segment. Approximately
30 percent of these significant properties are leased and the remainder are owned. Approximately 31 percent of these significant
properties are located in the United States.
Our fixed assets as of December 31, 2019 include manufacturing facilities and non-manufacturing facilities, such as
warehouses, and a substantial quantity of machinery and equipment, most of which is general purpose machinery and equipment
that use special jigs, tools and fixtures and that, in many instances, have automatic control features and special adaptations. The
facilities, warehouses, machinery and equipment in use as of December 31, 2019 are in good operating condition, are wellmaintained and substantially all are generally in regular use.
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Joint Ventures
Our joint venture arrangements and strategic relationships are an important part of our business. We hold interests in
approximately 60 such entities, which are either consolidated within our combined financial statements, accounted for by the equity
method of accounting or the cost basis of accounting. While all three of our segments participate in joint ventures and strategic
relationships, the majority of such interests are in our HVAC business. Our joint ventures and strategic relationships engage in
various activities including distribution, manufacturing and product development. We consider our relationships with these joint
ventures and strategic relationships to be integral to our business operations. We sell products to and purchase products from many
of these related parties. See Note 16 to the Combined Financial Statements for additional information.
Seasonality
Demand for certain of our products and services is seasonal and can be impacted by weather. For instance, sales and services of
our HVAC products to residential customers have historically been higher in the second and third quarters of the calendar year,
which represents the peak seasons of spring and summer for sales and services related to air conditioning in North America. For
further discussion of the possible effects of seasonality on our business, see the “Risk Factors” section.
Legal Proceedings
Asbestos
Like many other industrial companies, we and our subsidiaries have been named as defendants in lawsuits alleging personal
injury as a result of exposure to asbestos that was integrated into certain of our historical products or business premises. While we
have never manufactured asbestos and no longer incorporate it in any of our products, certain of our historical products, like those of
many other manufacturers, contained components incorporating asbestos. A substantial majority of these asbestos-related claims
have been dismissed without payment or were covered in full or in part by insurance or other forms of indemnity. Additional cases
were litigated and settled without any insurance reimbursement. The amounts involved in asbestos-related claims were not material
individually or in the aggregate in any year.
The estimated range of total liabilities to resolve all pending and unasserted potential future asbestos claims through 2059 is
approximately $255 million to $290 million. Where no amount within a range of estimates is more likely, the minimum is accrued.
We have recorded the minimum amount of $255 million, which is principally recorded in Other long-term liabilities on the
Combined Balance Sheet as of December 31, 2019. This amount is on a pre-tax basis, not discounted, and excludes our legal fees to
defend the asbestos claims, which will continue to be expensed as they are incurred. This estimate was developed by UTC with the
assistance of an outside actuarial expert and was based not only on UTC’s analysis of its own asbestos claims history from 2010
through 2015 and its contractual insurance coverage litigations, but also on broader nationwide asbestos trend data, including a
substantial drop in non-malignant asbestos claims; an increasing focus on malignancy claims, primarily those involving
mesothelioma, a cancer that now has an historical and fairly predictable future annual incidence rate; and a substantial decrease in
average annual claim filings. In addition, we have an insurance recovery receivable for probable asbestos related recoveries of
approximately $104 million, which is included primarily in Other assets on our Combined Balance Sheet as of December 31, 2019.
The amounts we have recorded for asbestos-related liabilities and insurance recoveries are based on currently available
information and assumptions that we believe are reasonable. Our actual liabilities or insurance recoveries could be higher or lower
than those recorded if actual results vary significantly from the assumptions. Key variables in these assumptions include the number
and type of new claims to be filed each year, the outcomes or resolution of such claims, the average cost of resolution of each new
claim, the amount of insurance available, allocation methodologies, the contractual terms with each insurer with whom we have
reached settlements, the resolution of coverage issues with other excess insurance carriers with whom we have not yet achieved
settlements and the solvency risk with respect to co-defendants and our insurance carriers. Other factors that may affect our future
liability include uncertainties surrounding the litigation process from jurisdiction to jurisdiction and from case to case, legal rulings
that may be made by state and federal courts and the passage of state or federal legislation. At the end of each year, we will evaluate
all of these factors and, with input from an outside actuarial expert, make any necessary adjustments to both our estimated asbestos
liabilities and insurance recoveries.
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Aqueous Film Forming Foam Litigation
Aqueous Film Forming Foam (“AFFF”) is a firefighting foam developed in the 1970s pursuant to U.S. military specification
and used to extinguish certain types of fires primarily at airports and military bases. AFFF was manufactured by several companies,
including National Foam and Angus Fire, which had a very small share of the AFFF market both in the United States and
worldwide. UTC acquired the National Foam and Angus Fire businesses in 2005 as part of the acquisition of Kidde, which has been
operated by Carrier. In 2013, UTC divested the National Foam and Angus Fire businesses to a third party.
Carrier and many other parties, including the third party buyer of the National Foam and Angus Fire businesses, have been
named as defendants in numerous putative class actions and other lawsuits alleging that the historic use of AFFF caused personal
injuries and property damage. Additionally, several state and municipal plaintiffs have commenced litigation against the same
defendants to recover remediation costs related to historic use of AFFF. In December 2018, the U.S. Judicial Panel on Multidistrict
Litigation transferred and consolidated all of the AFFF cases pending in the federal courts to the U.S. District Court for the District
of South Carolina for pre-trial proceedings.
Plaintiffs allege that an ingredient in AFFF contains, or breaks down into, chemicals known as perflourooctane sulfonate
(“PFOS”) and perflourooctane acid (“PFOA”) that were released into the environment and, in some instances, ultimately into
drinking water supplies. National Fire and Angus Fire purchased these perflourinated chemical ingredients from third party
chemical manufacturers. PFOS and PFOA have also been used by many third parties to manufacture carpets, clothing, fabrics,
cookware and other consumer products.
Carrier is vigorously defending these cases and believes that it has meritorious defenses to the claims asserted. At this time,
however, given the numerous factual, scientific and legal issues to be resolved relating to these claims, Carrier is unable to assess
the probability of liability or reasonably estimate the damages, if any, to be allocated to Carrier, if one or more plaintiffs were to
prevail in these cases.
Other
We have commitments and contingent liabilities related to legal proceedings, self-insurance programs and matters arising out
of the ordinary course of business. We accrue contingencies based on a range of possible outcomes. If no amount within this range
is a better estimate than any other, we accrue the minimum amount.
In the ordinary course of business, Carrier is also routinely a defendant in, party to or otherwise subject to many pending and
threatened legal actions, claims, disputes and proceedings. These matters are often based on alleged violations of contract, product
liability, warranty, regulatory, environmental, health and safety, employment, intellectual property, tax and other laws. In some of
these proceedings, claims for substantial monetary damages are asserted against Carrier and could result in fines, penalties,
compensatory or treble damages or non-monetary relief. We do not believe that these matters will have a material adverse effect
upon our competitive position, results of operations, cash flows or financial condition.
For a further discussion, see “Risk Factors” and “—Compliance with Government Regulations.”
Corporate Information
Carrier was incorporated in Delaware for the purpose of holding the Carrier Business in connection with the separation and
distribution described herein. Prior to the contribution of the Carrier Business to us by UTC, which will occur prior to the
distribution, Carrier will have no operations other than those incidental to the separation. Our principal executive offices are located
at 13995 Pasteur Boulevard, Palm Beach Gardens, FL 33418, and our telephone number is (561) 365-2000. We maintain an Internet
site at www.carrier.com. Our website and the information contained therein or connected thereto are not incorporated into
this prospectus or the registration statement of which this prospectus forms a part, or in any other filings with, or any
information furnished or submitted to, the SEC.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
You should read the following discussion of our results of operations and financial condition together with the audited
historical combined financial statements (referred to as the “combined financial statements”) and the notes thereto included in this
prospectus as well as the discussion in the “Business” section of this prospectus. This discussion contains forward-looking
statements that involve risks and uncertainties. The forward-looking statements are not historical facts, but rather are based on
current expectations, estimates, assumptions and projections about our industry, business and future financial results. Our actual
results could differ materially from the results contemplated by these forward-looking statements due to a number of factors,
including those discussed in “Risk Factors” and “Cautionary Note Regarding Forward-Looking Statements” included elsewhere in
this prospectus. The financial information discussed below and included in this prospectus may not necessarily reflect what our
financial condition, results of operations or cash flow would have been had we been a stand-alone company during the periods
presented or what our financial condition, results of operations and cash flows may be in the future.
Amounts in millions unless otherwise stated.
Separation from UTC
On November 26, 2018, UTC announced its intention to separate the Carrier Business and the Otis Business from the UTC
Aerospace Businesses. The separation will occur through pro rata distributions to UTC shareowners of 100 percent of the shares of
common stock of Carrier and 100 percent of the shares of common stock of Otis, which were formed to hold UTC’s Carrier
Business and Otis Business, respectively.
The combined financial statements included in this prospectus have been prepared from UTC’s historical accounting records
and are presented on a stand-alone basis and are derived from the consolidated financial statements and accounting records of the
Carrier business of UTC. The combined financial statements reflect our financial position, results of operations and cash flows as
we were historically managed, in conformity with GAAP.
Our combined financial statements include all revenues and costs directly attributable to Carrier, including costs for facilities,
functions and services used by Carrier. Costs for certain functions and services performed by centralized UTC organizations are
directly charged to Carrier based on specific identification when possible or based on a reasonable allocation driver such as net
sales, headcount, usage or other allocation methods. The results of operations include allocations of costs for administrative
functions and services performed on behalf of Carrier by centralized groups within UTC.
We intend to enter into a transition services agreement with UTC and Otis in connection with the separation pursuant to which
UTC will provide us with certain services and we will provide certain services to UTC for a limited time to help ensure an orderly
transition following the separation.
Under the transition services agreement, Carrier will receive certain services, including information technology services,
technical and engineering support, application support for operations, legal, payroll, finance, tax and accounting, general
administrative services and other support services. As costs for these services historically were included in our operating results
through expense allocations from UTC, we do not expect the costs associated with the transition services agreement to be materially
different and, therefore, we do not expect such costs to materially affect our results of operations or cash flows after becoming a
stand-alone company.
Subsequent to the separation, we will incur expenditures consisting primarily of employee-related costs, costs to establish
certain stand-alone functions and information technology systems and other transaction-related costs. Additionally, we will incur
increased costs as a result of becoming an independent, publicly traded company, primarily from establishing or expanding the
corporate support for our businesses, including information technology, human resources, treasury, tax, internal audit, risk
management, stock-based compensation programs, accounting and financial reporting, investor relations, governance, legal,
procurement and other services. Our preliminary estimates of these additional recurring costs expected to be incurred annually are
approximately $110 million to $140 million greater than the expenses historically allocated to us from UTC, and primarily relate to
Selling, general and administrative expenses. We believe our cash flow from operations will be sufficient to fund these additional
corporate expenses.
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In connection with the separation, we will enter into a tax matters agreement with UTC and Otis that will govern the parties’
respective rights, responsibilities and obligations with respect to tax matters (including responsibility for taxes, entitlement to
refunds, allocation of tax attributes, preparation of tax returns, control of tax contests and other tax matters).
Subject to certain exceptions set forth in the tax matters agreement, Carrier generally will be responsible for federal, state and
foreign taxes imposed on a separate return basis on Carrier (or any of its subsidiaries) with respect to taxable periods (or portions
thereof) that end on or prior to the date of the distribution.
The tax matters agreement will provide special rules that allocate responsibility for tax liabilities arising from a failure of the
separation transactions to qualify for tax-free treatment based on the reasons for such failure. The tax matters agreement also
imposes restrictions on each of Carrier and Otis during the two-year period following the distribution that are intended to prevent
certain transactions from failing to qualify as transactions that are generally tax-free. See “Certain Relationships and Related Party
Transactions,” “Risks Factors – Risk Related to the Distribution” and “Material U.S. Federal Tax Consequences” for additional
discussion.
In connection with the separation, we will also enter into an employee matters agreement and intellectual property agreement
with UTC and Otis. These agreements are not expected to have a material impact on the financial results of Carrier. See “Certain
Relationships and Related Party Transactions” for additional discussion.
In connection with the separation, we have completed certain financing transactions, and we intend to complete one or more
additional financing transactions on or prior to the completion of the distribution, with an aggregate of approximately $10.9 billion
of the proceeds of such financings expected to be used to distribute a cash dividend to UTC. We anticipate having approximately
$11.0 billion of outstanding principal indebtedness related to these financing transactions and $11.4 billion in aggregate principal
amount of outstanding indebtedness when the distribution is completed. The amount of indebtedness incurred by Carrier and the
amount of cash distributed by Carrier may be adjusted by UTC as described elsewhere in this prospectus. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Financial Condition,” “Unaudited Pro
Forma Combined Financial Information” and “Description of Material Indebtedness” included elsewhere in this prospectus for
additional details regarding financing transactions undertaken or expected to be undertaken and the anticipated distribution of cash
to UTC in connection with the separation.
Business Overview
We are a global provider of HVAC, refrigeration, fire and security solutions. Carrier also provides a broad array of related
services, including audit, design, installation, system integration, repair, maintenance and monitoring services.
Our worldwide operations can be affected by industrial, economic and political factors on both a regional and global level. This
includes mega-trends of urbanization, climate change and increasing requirements for food safety driven by the food needs of our
growing global population, rising standards of living and increasing energy and environmental regulation. We believe that growth in
our businesses is supported by favorable secular trends, including the mega-trends discussed above, which underpin growth across
our HVAC, Refrigeration and Fire & Security businesses. We also believe that we are well positioned to benefit from these longterm trends as a result of the strength of our industry-leading brands and track record of innovation.
The effects of climate change, such as extreme weather conditions, create financial risks to our business. For example, the
demand for our products and services, such as residential air conditioning equipment, may be affected by unseasonable weather
conditions. Demand for our HVAC products and services, representing our largest segment by sales, is seasonal and affected by the
weather. Cooler than normal summers depress our sales of replacement air conditioning products and services. Similarly, warmer
than normal winters have the same effect on our heating products.
Our business is also affected by changes in the general level of economic activity, such as changes in business and consumer
spending, construction activity and shipping activity. A change in building and remodeling activity also can affect our financial
performance. In addition, our financial performance may be influenced by the production and utilization of transport equipment,
including truck production cycles in North America and Europe.
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Our operations are organized into three segments: HVAC, Refrigeration and Fire & Security. Our HVAC segment provides
products, controls, services and solutions to meet the heating and cooling needs of residential and commercial customers. Our
Refrigeration segment provides refrigeration and monitoring systems for trucks, trailers, shipping containers, intermodal and rail, as
well as commercial refrigeration products. Our Fire & Security products encompass a wide range of residential and commercial
building systems and security and service solutions. Our customers are in both the public and private sectors, and our businesses
reflect an extensive geographic diversification that has evolved with continued globalization. See Note 21 to the Combined
Financial Statements for additional discussion of sales attributed to geographic regions.
Our combined net sales (excluding inter-segment eliminations) were as follows:
2019

HVAC
Refrigeration
Fire & Security

51%
20%
29%
100%

2018

2017

50%
21%
29%
100%

50%
21%
29%
100%

As part of our growth strategy, we invest in businesses in certain countries that carry high levels of currency, political and/or
economic risk, such as Mexico, China, Brazil, India and countries in the Middle East. As of December 31, 2019, the net assets in
any one of these countries did not exceed 10% of our combined equity.
Organic sales growth was 1% in 2019 and 6% in 2018. 2019 reflects growth in HVAC (1%) and Fire & Security (1%), partially
offset by declines in Refrigeration (1%). 2018 reflected growth across all segments, as Refrigeration, HVAC and Fire & Security
sales were up (9%), (7%) and (2%), respectively.
Our earnings growth strategy contemplates earnings from organic sales growth, including growth from new product
development and product improvements, structural cost reductions, operational improvements and incremental earnings from future
investments in acquisitions.
Operating profit in 2019, 2018 and 2017 includes the impact from activities that are not expected to recur often or that are not
otherwise reflective of our underlying operations, such as net gains from sales of businesses, the unfavorable impact of contract
matters with customers, transaction, acquisition and integration costs, impairments and other significant non-recurring and nonoperational items. For additional discussion, see “Results of Operations.”
Our investments in businesses in 2019, 2018 and 2017 included a number of small acquisitions primarily in our HVAC and Fire
& Security segments.
Both acquisition and restructuring costs associated with business combinations are expensed as incurred. Depending on the
nature and level of acquisition activity, earnings could be adversely impacted due to acquisition and restructuring actions initiated in
connection with the integration of businesses acquired. For additional discussion of acquisitions and restructuring, see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Financial Condition,”
“Restructuring Costs” and Notes 9 and 15 to the Combined Financial Statements.
On December 22, 2017, the TCJA was enacted. For additional discussion, see “Critical Accounting Estimates — Income
Taxes” and Note 14 to the Combined Financial Statements.
Results of Operations
Net Sales
2019

(dollars in millions)

Net sales
Percentage change year-over-year

2018

2017

$ 18,608
$ 18,914 $ 17,814
(2)%
6%
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The factors contributing to the total percentage change year-over-year in total net sales are as follows:
2019

(dollars in millions)

Organic / operational
Foreign currency translation
Acquisitions and divestitures, net
Total % change

2018

1%
(2)%
(1)%
(2)%

6%
1%
(1)%
6%

The 2019 organic sales increase of 1% was primarily driven by growth in HVAC (1%) as well as increases in Fire & Security
(1%) and partially offset by declines in Refrigeration (1%). HVAC organic sales growth was driven by stronger sales in the North
America residential HVAC market, as well as growth in Asia and the Americas for commercial HVAC. Organic growth in the Fire
& Security segment was driven by stronger product sales globally, as well as field service growth primarily within Asia.
Refrigeration declines were driven by transport refrigeration, primarily the container business, partially offset by growth in North
America Truck Trailer as well as a decline in commercial refrigeration, primarily in Europe. The divestiture related sales decrease in
2019 was due to the 2018 sale of the Taylor business within the Refrigeration segment.
All three segments experienced organic sales growth during 2018 compared to 2017. Refrigeration grew 9% organically,
reflecting stronger transport refrigeration sales and additional growth in commercial refrigeration sales. HVAC organic sales growth
of 7% was driven by higher sales to residential customers in North America, as well as global growth for commercial HVAC.
Organic sales growth of 2% in the Fire & Security segment was driven by growth in both product and field service sales.
Cost of Products and Services Sold
2019

(dollars in millions)

Total cost of products and services sold
Percentage change year-over-year

2018

2017

$ 13,189
$ 13,345 $ 12,629
(1)%
6%

The factors contributing to the total percentage change year-over-year in cost of products and services sold are as follows:
2019

(dollars in millions)

Organic / operational
Foreign currency translation
Acquisitions and divestitures, net
Total % change

2018

2%
(2)%
(1)%
(1)%

6%
1%
(1)%
6%

The decrease in total cost of products and services sold in 2019 was primarily driven by favorable foreign currency translation
and net acquisition and divestiture activity, which more than offset increases from organic sales growth as well as higher tariffs and
unfavorable commodity impacts.
The increase in total cost of products and services sold in 2018 was primarily driven by the organic sales increases noted
above.
Gross Margin
2019

(dollars in millions)

Gross margin
Percentage of net sales

$

5,419
$
29.1%

2018

5,569 $
29.4%

2017

5,185
29.1%

Gross margin as a percentage of net sales decreased 30 basis points in 2019 as the favorable impact of pricing and productivity
net of unfavorable commodities and tariffs was more than offset by unfavorable mix, the absence of a favorable prior year contract
adjustment related to a large commercial project and the unfavorable year-over-year impact resulting from the revaluation of certain
long-term liabilities.
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The 30 basis point increase in 2018 gross margin as a percentage of net sales was primarily driven by favorable pricing, the
absence of a large commercial HVAC project adjustment and the absence of a product recall program in the Fire & Security
segment, partially offset by increased commodities and logistics costs.
Research and Development
2019

(dollars in millions)

Research and development expense
Percentage of net sales

$

2018

401
$
2.2%

2017

400 $
2.1%

364
2.0%

Research and development spending is subject to the variable nature of program development schedules and, therefore, yearover-year variations in spending levels are expected. Research and development expenses increased by 10 basis points as a
percentage of net sales in 2019 primarily driven by a prior year acquisition and investments in the Fire & Security segment, partially
offset by relatively lower spend in the HVAC and Refrigeration segment, partially due to the 2018 divestiture of Taylor.
Research and development expenses increased by 10 basis points as a percentage of net sales in 2018 primarily driven by
increased investment in new products across all Carrier businesses.
Selling, General and Administrative
2019

(dollars in millions)

Selling, general and administrative
Percentage of net sales

$

2018

2,761
$
14.8%

2017

2,689 $
14.2%

2,584
14.5%

Selling, general and administrative expenses increased 60 basis points as a percentage of net sales in 2019, primarily driven by
$53 million of costs relating to the separation, as well as a consultant contract termination fee of $34 million, neither of which were
incurred in 2018, partially offset by lower year-over-year corporate allocations from UTC.
Selling, general and administrative expenses increased 4% in 2018, primarily driven by higher employee compensation and
benefit related expenses and higher technology related allocations from UTC, but decreased 30 basis points as a percentage of net
sales primarily due to favorable sales volume leverage.
We are continuously evaluating our cost structure and have implemented restructuring actions as a method of keeping our cost
structure competitive. The amounts reflected above include the impact of restructuring actions on Selling, general and
administrative expenses. For additional discussion, see “Restructuring Costs” and Note 15 to the Combined Financial Statements.
Restructuring Costs
2019

(dollars in millions)

Cost of sales
Selling, general and administrative
Total restructuring costs

$
$
$

2018

36
90
126

$
$
$

2017

36
44
80

$
$
$

48
63
111

Restructuring actions are an essential component of our operating margin improvement efforts and relate to existing and
recently acquired operations. Charges generally arise from severance related to workforce reductions, facility exit and lease
termination costs associated with the consolidation of field and manufacturing operations and costs to exit legacy programs. We
continue to closely monitor the economic environment and may undertake further restructuring actions to keep our cost structure
aligned with the demands of prevailing market conditions.
2019 Actions. During 2019, we recorded net pre-tax restructuring charges of $110 million relating to ongoing cost reduction
actions initiated in 2019. For actions initiated in 2019, we are targeting to complete the majority of the remaining workforce and
facility-related cost reductions in 2020. During 2019, we had cash outflows of approximately $63 million related to the 2019
actions. As of December 31, 2019, we expect to incur additional restructuring and other charges of $10 million to complete these
actions.
2018 Actions. During 2019 and 2018, we recorded net pre-tax restructuring charges of $16 and $63 million, respectively,
relating to ongoing cost reduction actions initiated in 2018. During 2019, we had cash outflows of
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approximately $37 million related to the 2018 actions. As of December 31, 2019, we expect to incur additional restructuring and
other charges of $8 million to complete the 2018 actions.
2017 Actions. During 2019, 2018 and 2017, we recorded net pre-tax restructuring charges of zero, $1 million and $76 million,
respectively, relating to ongoing cost reduction actions initiated in 2017. During 2019, we had cash outflows of approximately $8
million related to the 2017 actions. As of December 31, 2019, we do not expect to incur additional restructuring charges related to
the 2017 actions.
In addition, during 2019, 2018 and 2017, we recorded net pre-tax restructuring costs totaling zero, $16 million and $35 million,
respectively, for restructuring actions initiated in 2016 and prior. For additional discussion of restructuring, see Note 15 to the
Combined Financial Statements. As of December 31, 2019, we do not expect to incur additional restructuring charges related to the
2016 actions.
Equity Method Investment Net Earnings
2019

(dollars in millions)

Equity method investment net earnings

$

236

2018

$

220

2017

$

218

Investments over which we do not exercise control but have significant influence are accounted for using the equity method of
accounting. Equity in earnings of uncombined equity method investments increased in 2019 by $16 million, primarily due to
stronger earnings from our investments in HVAC joint ventures in Europe and Asia.
Equity in earnings of uncombined equity method investments increased in 2018 by $2 million, primarily due to stronger
earnings from our investments in HVAC joint ventures in Europe, partially offset by decreases in earnings from equity investees in
the Middle East and Asia.
For additional discussion, see Notes 3 and 16 to the Combined Financial Statements.
Other Income (Expense), Net
2019

(dollars in millions)

Other income (expense), net

$

2018

(2) $

2017

937

$

575

Other income (expense), net primarily includes the impact of foreign exchange gains and losses as well as other ongoing or
infrequently occurring items such as gains and losses on business divestitures.
The year-over-year decrease of $939 million in Other income (expense), net in 2019 was primarily driven by the absence of a
prior year gain of $799 million from the divestiture of Taylor, as well as the 2019 impairment of an equity method investment ($108
million).
The year-over-year increase of $362 million in Other income (expense), net in 2018 was primarily driven by the 2018 gain on
the divestiture of Taylor of $799 million, partially offset by the absence of a prior year gain of $379 million from the sale of our
investment in Watsco, Inc.
See Notes 9, 16 and 17 to the Combined Financial Statements for further discussion of these transactions.
Interest (Income) Expense, Net
2019

(dollars in millions)

Interest expense
Interest income
Interest (income) expense, net

$
$
$

75 $
(102) $
(27) $

2018

2017

84 $
(121) $
(37) $

219
(104)
115

Interest income and expense relates primarily to interest on related party activity between us and UTC. See Note 5 to the
Combined Financial Statements.
Interest (income) expense, net decreased 27% in 2019 as compared with 2018, which primarily reflects changes in interest
earned on related party receivables due from UTC.
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Interest (income) expense, net decreased 132% in 2018 as compared with 2017 due to a related party payable with UTC that
was settled in November 2017. The increase in interest income in 2018 as compared with 2017 primarily reflects interest earned on
related party receivables due from UTC.
Income Taxes
2019

(dollars in millions)

Effective income tax rate

2018

19.4%

2017

27.9%

58.5%

The 2019 effective tax rate reflects a net tax benefit of $149 million as a result of the filing by a subsidiary of Carrier to
participate in an amnesty program offered by the Italian Tax Authority and conclusion of the audit by the Examination Division of
the Internal Revenue Service for the UTC 2014, 2015, and 2016 tax years.
The 2018 effective tax rate reflects a net tax charge of $102 million as a result of UTC’s change of assertion of no longer
intending to reinvest certain undistributed earnings of its international subsidiaries. The effective income tax rate for 2018 also
reflects the incremental tax cost associated with the divestiture of Taylor.
The 2017 effective tax rate reflects a net tax charge of $799 million attributable to the passage of the TCJA. This amount
primarily relates to U.S. income tax attributable to previously undistributed earnings of international subsidiaries and equity
investments and the revaluation of U.S. deferred income taxes. The 2017 effective tax rate also includes a favorable adjustment of
$18 million related to the expiration of statutes of limitations in various jurisdictions.
For additional discussion of income taxes and the effective income tax rate, see “Critical Accounting Estimates—Income
Taxes” and Note 14 to the Combined Financial Statements.
Net Income Attributable to Carrier
2019

(dollars in millions)

Net income from continuing operations attributable to Carrier

$

2,116

2018

$

2017

2,734

$

1,227

Net income attributable to Carrier for the year ended December 31, 2019 includes restructuring charges, net of tax benefit, of
$94 million ($126 million pre-tax), as well as the impact of a $108 million pre-tax impairment of an equity method investment.
Net income attributable to Carrier for the year ended December 31, 2018 includes restructuring charges, net of tax benefit, of
$66 million ($80 million pre-tax), as well as the impact of a $799 million pre-tax gain on the divestiture of Taylor in 2018.
Net income attributable to Carrier for the year ended December 31, 2017 includes restructuring charges, net of tax benefit, of
$81 million ($111 million pre-tax), as well as the net unfavorable impact of a $799 million tax charge in connection with the passage
of the TCJA as described in Note 14 to the Combined Financial Statements, and the unfavorable impact of a product recall program
in our Fire & Security segment and an unfavorable contract adjustment on a large commercial HVAC project, partially offset by a
gain resulting from the sale of our investment in Watsco, Inc.
Segment review
(dollars in millions)

HVAC
Refrigeration
Fire & Security
Total Segment
Eliminations and other
General corporate expenses
Combined

2019

Net sales
2018

2017

2019

Operating profit
2018
2017

$ 9,712 $ 9,713 $ 9,045 $ 1,563 $ 1,720 $ 2,001
3,792
4,095
3,823
532
1,353
562
5,500
5,531
5,324
708
726
639
19,004
19,339
18,192
2,803
3,799
3,202
(396)
(425)
(378)
(156)
(24)
(32)
—
—
—
(156)
(138)
(140)
$ 18,608 $ 18,914 $ 17,814 $ 2,491 $ 3,637 $ 3,030
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Operating profit margin
2019
2018
2017

16%
14%
13%
15%
39%
0%
13%

18%
33%
13%
20%
6%
0%
19%

22%
15%
12%
18%
8%
0%
17%
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HVAC
Our HVAC segment provides products, controls, services and solutions to meet the heating and cooling needs of residential and
commercial customers, while enhancing building performance, energy efficiency and sustainability. Our established brands include
Automated Logic, Bryant, Carrier, CIAT, Day & Night, Heil, NORESCO and Riello. Products include air conditioners, heating
systems, controls and aftermarket components, as well as aftermarket repair and maintenance services and building automation
solutions. HVAC products and solutions are sold directly, including to building contractors and owners, and indirectly through
equity method investees, independent sales representatives, distributors, wholesalers, dealers and retail outlets, as well as through
direct sales offices which sell, in part, to mechanical contractors.

2019

(dollars in millions)

Net sales
Operating profit

$

9,712
1,563

2018

$

9,713
1,720

Total Increase (Decrease)
Year-Over-Year for:
2019 Compared
2018 Compared
with 2018
with 2017

2017

$

9,045
2,001

$

Net
sales

Organic/Operational
Foreign currency translation
Restructuring costs
Other
Total % change

1%
(1)%
—%
—%
—%

(1)
(157)

—% $
(9)%

2019
Operating
profit

—%
(1)%
(2)%
(6)%
(9)%

668
(281)

Net
sales

7%
(14)%

2018
Operating
profit

7%
—%
—%
—%
7%

5%
1%
1%
(21)%
(14)%

2019 Compared with 2018
The organic sales increase of 1% primarily reflects stronger residential HVAC sales in the North America region (2%) in
addition to growth for commercial HVAC offerings in Asia (3%) and the Americas (2%), partially offset by declines in the Middle
East and Europe (9%).
The organic operational profit was flat in comparison to the prior year, due to:
•

Favorable impact of pricing and productivity net of unfavorable commodities and tariffs (7%, combined)

•

Higher income from equity method investments (1%)

These increases were offset by:
•

Lower unit volume and unfavorable mix (3%)

•

The absence of a prior year favorable contract adjustment related to a large commercial project combined with the
unfavorable year-over-year impact resulting from the revaluation of certain long-term liabilities (3%, combined)

•

Higher selling, general and administrative expenses (2%)

The 6% decrease in Other primarily reflects the $108 million impact of an equity method investment impairment.
2018 Compared with 2017
The organic sales increase of 7% was driven primarily by growth in residential sales in the North America region (9%) and
growth globally for commercial HVAC offerings (5%).
The organic operational profit increase of 5% was driven by:
•

The year-over-year impact of a contract adjustment related to a large commercial project (5%)

•

Profit contribution from the higher sales volumes, net of mix (4%)

•

Favorable pricing, net of commodities (4%)
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These increases were partially offset by:
•

Higher logistics costs (3%)

•

Higher selling, general and administrative and research and development costs (3%)

•

Higher warranty costs (2%)

The 21% decrease in Other primarily reflects the year-over-year impact of the absence of the prior year gain from the sale of
our investment in Watsco, Inc.
Refrigeration
Our Refrigeration segment includes transport refrigeration and monitoring systems for trucks, trailers, shipping containers,
intermodal and rail, as well as commercial refrigeration products. Transport refrigeration products and cold chain monitoring
solutions are used to enable the safe, reliable transport of food and beverages, medical supplies and other perishable cargo.
Commercial refrigeration solutions include refrigerated cabinets, freezers, systems and controls. Our commercial refrigeration
equipment solutions incorporate next-generation technologies to preserve freshness, ensure safety and enhance the appearance of
food and beverage retail. Our Refrigeration products and services are sold under established brand names, including Carrier
Commercial Refrigeration, Carrier Transicold and Sensitech. Refrigeration products and services are sold directly, including to
transportation companies and retail stores, and indirectly through equity method investees, independent sales representatives,
distributors, wholesalers and dealers.

2019

(dollars in millions)

Net sales
Operating profit

$

3,792
532

2018

$

4,095
1,353

Total Increase (Decrease)
Year-Over-Year for:
2019 Compared
2018 Compared
with 2018
with 2017

2017

$

3,823
562

$

Net
sales

Organic/Operational
Foreign currency translation
Acquisitions and divestitures, net
Restructuring costs
Other
Total % change

(1)%
(3)%
(3)%
—%
—%
(7)%

(303)
(821)

(7)% $
(61)%

2019
Operating
profit

—%
(1)%
(2)%
—%
(58)%
(61)%

272
791

Net
sales

7%
141%

2018
Operating
profit

9%
2%
(4)%
—%
—%
7%

5%
1%
(5)%
(2)%
142%
141%

2019 Compared with 2018
The organic sales decrease of 1% was driven by declines in transport refrigeration sales (1%), primarily the container business
(9%), partially offset by growth in North America truck trailer (5%), as well as declines in commercial refrigeration (1%), primarily
in Europe.
The organic operational profit was flat in comparison to the prior year, due to:
•

Favorable pricing, cost and productivity (3%, combined)

These increases were offset by:
•

Lower unit volume and unfavorable mix (3%)

The 58% decrease in Other primarily reflects the year-over-year impact of the absence of the prior year gain from the
divestiture of Taylor.
2018 Compared with 2017
The organic sales increase of 9% was driven primarily by growth in transport refrigeration sales (13%), as well as stronger
sales to commercial refrigeration customers (4%).
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The organic operational profit increase of 5% was driven by:
•

Profit contribution from higher sales volumes, net of mix (11%)

These increases were partially offset by:
•

Higher selling, general and administrative costs and research and development costs (5%)

•

Higher commodities, net of price (1%)

The 142% increase in Other is primarily due to the gain recorded during 2018 related to the divestiture of Taylor.
Fire & Security
Our Fire & Security segment includes a wide range of residential and building systems, including fire, flame, gas, smoke and
carbon monoxide detection; portable fire extinguishers; fire suppression systems; intruder alarms; access control systems and video
management systems; and electronic controls. Other fire and security service offerings include audit, design, installation and system
integration, as well as aftermarket maintenance and repair and monitoring services. Our established brands include Autronica,
Chubb, Det-Tronics, Edwards, Fireye, GST, Interlogix, Kidde, LenelS2, Marioff, Onity and Supra. Our Fire & Security products and
solutions are sold directly to end customers as well as through manufacturers’ representatives, distributors, dealers, value-added
resellers and retail distribution.

2019

(dollars in millions)

Net sales
Operating profit

$

5,500
708

2018

$

5,531
726

Total Increase (Decrease)
Year-Over-Year for:
2019 Compared
2018 Compared
with 2018
with 2017

2017

$

5,324
639

$

Net
sales

Organic/Operational
Foreign currency translation
Acquisitions and divestitures, net
Restructuring costs
Other
Total % change

(31)
(18)

(1)% $
(2)%

2019
Operating
profit

1%
(3)%
1%
—%
—%
(1)%

(2)%
(2)%
2%
(2)%
2%
(2)%

207
87

Net
sales

2%
2%
—%
—%
—%
4%

4%
14%

2018
Operating
profit

3%
2%
—%
4%
5%
14%

2019 Compared with 2018
The organic sales increase of 1% was driven primarily by global growth in product sales (1%) as well as growth in field service
(1%), primarily within Asia (5%).
The organic operational profit decrease of 2% was driven by:
•

Unfavorable mix, net of higher volume (2%)

•

Investments in research and development (2%)

•

Higher inventory obsolescence reserves associated with a business closure (1%)

•

Unfavorable impact of a service contract adjustment (1%)

These decreases were partially offset by:
•

Favorable pricing, cost and productivity (5%, combined)

The 2% increase in Other primarily reflects the absence of the prior year impact of period costs associated with a product recall
program (3%).
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2018 Compared with 2017
The organic sales increase of 2% was driven primarily by growth in both product sales (2%) and field service and monitoring
sales (2%).
The organic operational profit increase of 3% was driven by:
•

Profit contribution from higher sales volumes, net of mix (7%)

This increase was partially offset by:
•

Higher selling, general and administrative costs and research and development costs (3%)

•

Higher commodities, net of price (1%)

The 5% increase in Other primarily reflects the absence of the prior year impact of a product recall program (11%), partially
offset the absence of prior year gains on the sale of investments (4%) and non-core businesses (2%).
Eliminations and other and General corporate expenses
2019

(dollars in millions)

Eliminations and other
General corporate expenses

$

(396)
—

Net Sales
2018

(425)
—

2017

(378) $
—

2019

Operating Profit
2018

(156)
(156)

(24)
(138)

2017

(32)
(140)

Eliminations and other reflects the elimination of sales, other income and operating profit transacted between segments, as well
as other infrequently occurring items or items outside of normal business operations, such as costs of the separation and divestiture
transaction costs. In addition, operating profit within Eliminations and other includes costs associated with the settlement and
defense of potential future asbestos-related claims, insurance settlements on asbestos-related matters and the revaluation of any
liability for potential future asbestos-related claims.
The year-over-year decrease in sales eliminations in 2019 as compared with 2018 reflects a decrease in the amount of intersegment eliminations.
The year-over-year change in operating profit within Eliminations and other in 2019 as compared with 2018 is primarily due to
2019 separation-related costs ($58 million), the unfavorable impact of a consultant contract termination ($34 million) and lower
asbestos-related settlement gains ($31 million), partially offset by the absence of 2018 divestiture transaction costs ($15 million).
General corporate expenses increased by $18 million from 2018 to 2019, primarily driven by higher general and administrative
expenses. General corporate expenses decreased by $2 million from 2017 to 2018.
General corporate expenses primarily include allocations of corporate expenses from UTC, which are not necessarily indicative
of future expenses and do not necessarily reflect the results that Carrier would have experienced as an independent company for the
periods presented.
Liquidity and Financial Condition
Carrier has historically participated in UTC’s centralized treasury management, including centralized cash pooling and overall
financing arrangements. However, historically, we have generated operating cash flow sufficient to fund our working capital, capital
expenditures and financing requirements. Following the separation, we expect to fund our ongoing operating, investing and
financing requirements mainly through cash flows from operations, available liquidity through cash on hand and available bank
lines of credit and access to capital markets (including commercial paper programs).
We may incur debt or issue equity as needed. From time to time we may need to access the capital markets to obtain financing.
Although we believe that the arrangements in place at the time of the separation and the distribution will permit us to finance our
operations on acceptable terms and conditions, our access to, and the availability of, financing on acceptable terms and conditions in
the future will be impacted by many factors, including (1) our credit ratings or absence of a credit rating, (2) the liquidity of the
overall capital markets and (3) the current state of the economy. There can be no assurance that we will be able to obtain additional
financing on terms favorable to us, if at all.
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On February 10, 2020, Carrier entered into a Revolving Credit Agreement providing for a $2.0 billion unsecured,
unsubordinated 5-year revolving credit facility and a Term Loan Credit Agreement providing for a $1.75 billion unsecured,
unsubordinated 3-year term loan credit facility. Additionally, on February 27, 2020, Carrier issued approximately $9.25 billion of
unsecured, unsubordinated long-term notes in six series. Prior to the distribution, Carrier also intends to enter into a $2.0 billion
unsecured, unsubordinated commercial paper program. The term loan credit facility, which Carrier expects to draw in full in an
amount equal to $1.75 billion prior to the distribution, and the unsecured notes are guaranteed by UTC until the distribution date and
upon completion of the distribution, such guarantees will terminate. Following the distribution, Carrier will not be able to draw on
any unused portion of the term loan credit facility. See “Description of Material Indebtedness” for additional discussion.
After the separation, Carrier expects to have approximately $11.4 billion in aggregate principal amount of outstanding
indebtedness, including (i) $0.4 billion of existing debt, (ii) $9.25 billion of long-term notes and (iii) $1.75 billion utilized from the
term loan credit facility. Incremental interest payments related to the indebtedness are expected to be approximately $330 million
per year, reflecting an approximate weighted average interest rate of 3.00%. The net proceeds of the new financing arrangements
described above of approximately $10.9 billion in the aggregate are expected to be used to distribute cash to UTC. See “Description
of Material Indebtedness” for additional discussion.
Net cash used for or provided by financing activities is due to transfers to and from UTC. The components of net transfers
include: (1) cash transfers from Carrier to UTC; (2) cash investments from UTC used to fund operations, capital expenditures and
acquisitions; (3) charges (benefits) for income taxes; (4) receivables and payables between Carrier and UTC; and (5) allocations of
UTC’s corporate expenses described elsewhere in this prospectus. This net cash used for or provided from financing activities in the
historical periods is reflected as changes in UTC’s investment in Carrier.
Following enactment of the TCJA, Carrier no longer intends to reinvest certain undistributed earnings of its international
subsidiaries that have been previously taxed in the U.S. For the remainder of the Company’s undistributed international earnings,
Carrier will continue to permanently reinvest these earnings unless it is tax effective to repatriate. As a stand-alone public company,
Carrier may change its assertion on certain undistributed earnings of its international subsidiaries, and the net deferred tax liability
related to our assertion on undistributed earnings may be different than the amount reported in the audited historical combined
financial statements.
Following the separation, the capital structure and sources of liquidity for Carrier will change significantly. Carrier will no
longer participate in cash management and funding arrangements with UTC. Instead, Carrier’s ability to fund its capital needs will
depend on its ongoing ability to generate cash from operations and its access to bank lines of credit and the capital markets.
Cash Flow—Operating Activities
2019

(dollars in millions)

Net cash flows provided by operating activities

$

2,002

2018

$

2,055

2017

$

2,098

Cash generated from operating activities in 2019 was approximately $53 million lower than 2018. Cash outflows for working
capital increased $96 million over the prior period to support ongoing operations of Carrier. The 2019 cash outflows from working
capital were $420 million. Accounts receivable, net increased approximately $129 million over 2018 due to a decrease in
discounting activities. Contract assets, current decreased $23 million due primarily to customer billings in excess of revenue
recognition. Accounts payable and accrued liabilities decreased $311 million primarily in connection with timing of vendor
payments.
Cash generated from operating activities in 2018 was approximately $43 million lower than 2017. Cash outflows for working
capital increased $552 million over the prior period to support higher top line organic growth. The 2018 cash outflows from working
capital were $324 million. Accounts receivable, net increased approximately $211 million over 2017 due to an increase in sales
volume. Contract assets, current increased $67 million due primarily to revenue recognition in excess of customer billings.
Inventory, net and accounts payable and accrued liabilities increased $151 million and $88 million, respectively, primarily driven by
increases to support higher sales volume.
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Cash Flow—Investing Activities
2019

(dollars in millions)

Net cash flows provided by (used in) investing activities

$

(213) $

2018

415

2017

$

271

Cash flows used in investing activities in 2019 compared to 2018 increased $628 million primarily due to the absence of $1.0
billion in proceeds received from the 2018 divestiture of Taylor, partially offset by decreases of $310 million in cash outflows for
acquisitions and decreases in capital expenditures of $20 million.
Cash flows provided by investing activities for 2018 and 2017 primarily reflect capital investments in and dispositions of
businesses and capital expenditures. Capital expenditures in 2018 ($263 million) primarily relate to new facilities and investments in
products and information technology. The $144 million increase in cash flows provided by investing activities was primarily driven
by the proceeds of $1.0 billion received from the divestiture of Taylor in 2018, partially offset by the absence of $596 million in
proceeds received from the 2017 sale of our investment in Watsco, Inc., as well as an increase of $134 million in 2018 in cash
outflows for acquisitions. Cash investments in businesses, net of cash acquired, in 2018 ($310 million) primarily relate to the
acquisition of the S2 business within our Fire & Security segment in the fourth quarter of 2018.
Cash Flow—Financing Activities
2019

(dollars in millions)

Net cash flows used in financing activities

$

(1,967) $

2018

(2,627) $

2017

(2,193)

Our financing activities primarily include transfers to (and from) UTC. Net cash used in financing activities decreased $660
million in 2019 compared to 2018 primarily due to a decrease in Net transfers to UTC, partially offset by repayments of project
financing obligations. Net cash used in financing activities increased $434 million in 2018 compared to the prior year due to
increases in amounts transferred to UTC of $835 million, partially offset by the year-over-year impact of the absence of a 2017
purchase of the remaining noncontrolling interest to reach 100% ownership of the Riello HVAC business ($286 million).
Critical Accounting Estimates
Preparation of our financial statements requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues and expenses. Note 3 to the Combined Financial Statements describes the significant
accounting policies used in preparation of the combined financial statements. Management believes the most complex and sensitive
judgments, because of their significance to the combined financial statements, result primarily from the need to make estimates
about the effects of matters that are inherently uncertain. The most significant areas involving management judgments and estimates
are described below. Actual results in these areas could differ from management’s estimates.
Revenue Recognition from Contracts with Customers
Effective January 1, 2018, we adopted ASU 2014-09 and its related amendments (referred to, collectively, as the “New
Revenue Standard”) and elected the modified retrospective approach. The adoption of the New Revenue Standard did not have a
material impact on revenue, net income or net assets. Note 4 to the Combined Financial Statements contains further detail regarding
the adoption of the New Revenue Standard and its impact on the combined financial statements as of, and for, the year ended
December 31, 2018.
We recognize revenue on an over-time basis on installation and service contracts related to our HVAC, Refrigeration and Fire
& Security service businesses. For contracts recorded on an over-time basis, we measure progress toward completion using costs
incurred to date relative to total estimated costs at completion. This over-time basis using an input method requires estimates of
future revenues and costs over the full term of product and/or service delivery. Incurred costs represent work performed, which
correspond with and best depict transfer of control to the customer. Contract costs are incurred over a period of time, which can
generally range from several months to years, and the estimation of these costs requires management’s judgment. We review our
cost estimates on significant contracts on a quarterly basis and, for others, at least annually or when circumstances change and
warrant a modification to a previous estimate. We record changes in contract estimates using the cumulative catch-up method.
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We consider the contractual consideration payable by the customer and assess variable consideration that may affect the total
transaction price, including contractual discounts, contract incentive payments, estimates of award fees and other sources of variable
consideration, when determining the transaction price of each contract. Variable consideration is included in the estimated
transaction price when there is a basis to reasonably estimate the amount. These estimates are based on historical experience,
anticipated performance and best judgment at the time. We also consider whether the contracts provide customers with significant
financing, although in general our contracts do not contain significant financing.
Income Taxes
The future tax benefit arising from deductible temporary differences and tax carryforwards was $923 million at December 31,
2019 and $645 million at December 31, 2018. Management believes that our earnings during the periods when the temporary
differences become deductible will be sufficient to realize the related future income tax benefits, which may be realized over an
extended period of time. For those jurisdictions where the expiration date of tax carryforwards or the projected operating results
indicate that realization is not likely, a valuation allowance is provided.
In assessing the need for a valuation allowance, we estimate future taxable income, considering the feasibility of ongoing tax
planning strategies and the realizability of tax loss carryforwards. Valuation allowances related to deferred tax assets can be affected
by changes to tax laws, changes to statutory tax rates and future taxable income levels. In the event we were to determine that we
would not be able to realize all or a portion of our deferred tax assets in the future, we would reduce such amounts through an
increase to tax expense in the period in which that determination is made or when tax law changes are enacted. Conversely, if we
were to determine that we would be able to realize our deferred tax assets in the future in excess of the net carrying amounts, we
would decrease the recorded valuation allowance through a decrease to tax expense in the period in which that determination is
made.
In the ordinary course of business there is inherent uncertainty in quantifying our income tax positions. We assess our income
tax positions and record tax benefits for all years subject to examination based upon management’s evaluation of the facts,
circumstances and information available at the reporting date. For those tax positions where it is more likely than not that a tax
benefit will be sustained, we have recorded the largest amount of tax benefit with a greater than 50% likelihood of being realized
upon ultimate settlement with a taxing authority that has full knowledge of all relevant information. For those income tax positions
where it is not more likely than not that a tax benefit will be sustained, no tax benefit has been recognized in the financial
statements. See Notes 3 and 14 to the Combined Financial Statements for further discussion.
Goodwill and Intangible Assets
Our goodwill balance had an aggregate carrying amount of $9.9 billion as of December 31, 2019. Our indefinite-lived
intangible asset balance primarily consists of individual trademarks, which had an aggregate carrying amount of $534 million as of
December 31, 2019.
We test our reporting units and trademarks for impairment annually as of the first day of our third quarter, or more frequently if
events or circumstances indicate it is more likely than not that the fair value of a reporting unit or trademark is less than its carrying
amount. Such events and circumstances could include, among other things, increased competition or unexpected loss of market
share, increased input costs beyond projections (for example due to regulatory or industry changes), disposals of significant
businesses or components of our business, unexpected business disruptions (for example due to a natural disaster or loss of a
customer, supplier or other significant business relationship), unexpected significant declines in operating results or significant
adverse changes in the markets in which we operate. We test reporting units for impairment by comparing the estimated fair value of
each reporting unit with its carrying amount. We test trademarks for impairment by comparing the estimated fair value of each brand
with its carrying amount. If the carrying amount of a reporting unit or trademark exceeds its estimated fair value, we record an
impairment loss based on the difference between fair value and carrying amount, in the case of reporting units, not to exceed the
associated carrying amount of goodwill.
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Fair value determinations require considerable judgment and are sensitive to changes in underlying assumptions, estimates and
market factors. Estimating the fair value of individual reporting units and trademarks requires us to make assumptions and estimates
regarding our future plans, as well as industry, economic and regulatory conditions. If current expectations of future growth rates
and margins are not met, if market factors outside of our control, such as discount rates, change, or if management’s expectations or
plans otherwise change, including as a result of the execution of our global five-year strategic plan, then one or more of our
reporting units or trademarks might become impaired in the future.
We utilize the discounted cash flow method under the income approach to estimate the fair value of our reporting units. The
discounted cash flow approach relies on our estimates of future cash flows and explicitly addresses factors such as timing, growth
and margins, with due consideration given to forecasting risk. We developed these assumptions based on the market and geographic
risks unique to each reporting unit. Some of the more significant assumptions inherent in estimating the fair values include the
estimated future annual net cash flows for each reporting unit (including net sales, cost of products and services sold, selling,
general and administrative expenses, depreciation and amortization, working capital and capital expenditures), income tax rates,
long-term growth rates and a discount rate that appropriately reflects the risks inherent in each future cash flow stream. We selected
the assumptions used in the financial forecasts using historical data, supplemented by current and anticipated market conditions,
estimated growth rates, management’s plans and guideline companies. For all reporting units, the excess of the estimated fair value
over carrying value (expressed as a percentage of carrying value) in the 2019 test was a minimum of 46%. A significant increase in
the discount rate, decrease in the long-term growth rate or substantial reductions in our end markets and volume assumptions could
have a negative impact on the estimated fair value of these reporting units.
For our indefinite-lived assets, a fair value is determined on a relief from royalty methodology, which is based on the implied
royalty paid, at an appropriate discount rate, to license the use of an asset rather than owning the asset. Some of the more significant
assumptions inherent in estimating the fair values include the estimated future annual net sales for each trademark, royalty rates (as
a percentage of net sales that would hypothetically be charged by a licensor of the brand to an unrelated licensee), income tax
considerations, long-term growth rates, a discount rate that reflects the level of risk associated with the future cost savings
attributable to the brand, and management’s intent to invest in the brand indefinitely. We selected the assumptions used in the
financial forecasts using historical data, supplemented by current and anticipated market conditions, estimated product category
growth rates, management’s plans and guideline companies. The present value of the after-tax cost savings (i.e., royalty relief)
indicates the estimated fair value of the asset. Any excess of the carrying value over the estimated fair value would be recognized as
an impairment loss equal to that excess. For all trade names, the excess of the estimated fair value over carrying value (expressed as
a percentage of carrying value) in the 2019 test was a minimum of 48%.
Based on the results of these calculations, we determined that the fair value of the reporting units and indefinite-lived
intangible assets exceeded their respective carrying values. The estimates of fair value are based on the best information available as
of the date of the assessment, which primarily incorporates management assumptions about expected future cash flows. Although
these assets are not currently impaired, there can be no assurance that future impairments will not occur. See Note 9 to the
Combined Financial Statements for further information.
Employee Benefit Plans
We sponsor domestic and foreign defined benefit pension and other postretirement plans. Major assumptions used in the
accounting for these employee benefit plans include the discount rate, expected return on plan assets, rate of increase in employee
compensation levels and mortality rates. Assumptions are determined based on company data and appropriate market indicators, and
are evaluated each year at December 31. A change in any of these assumptions would have an effect on net periodic pension and
postretirement benefit costs reported in the combined financial statements.
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In the following table, we show the sensitivity of our pension and other postretirement benefit plan liabilities and net periodic
cost to a 25 basis point change in the discount rates for benefit obligations, interest cost and service cost as of December 31, 2019:
Increase in
Discount Rate of
25 bps

(dollars in millions)

Pension plans
Projected benefit obligation
Net periodic pension (benefit) cost
Other postretirement benefit plans*
Accumulated postretirement benefit obligation
*

$

(104.0) $
(2.1)
(0.3)

Decrease in
Discount Rate of
25 bps

110.0
3.1
0.3

The impact on net periodic postretirement (benefit) cost is less than $0.1 million.

These estimates assume no change in the shape or steepness of the company-specific yield curve used to plot the individual
spot rates that will be applied to the future cash outflows for future benefit payments in order to calculate interest and service cost. A
flattening of the yield curve, from a narrowing of the spread between interest and obligation discount rates, would increase our net
periodic pension cost. Conversely, a steepening of the yield curve, from an increase in the spread between interest and obligation
discount rates, would decrease our net periodic pension cost.
Pension expense is also sensitive to changes in the expected long-term rate of asset return. An increase or decrease of 25 basis
points in the expected long-term rate of asset return would have decreased or increased 2019 pension expense by approximately
$7.2 million.
The weighted-average discount rates used to measure pension liabilities and costs utilize each plan’s specific cash flows and
are then compared to high-quality bond indices for reasonableness. For our significant plans, we utilize a full yield curve approach
in the estimation of the service cost and interest cost components by applying the specific spot rates along the yield curve used in
determination of the benefit obligation to the relevant projected cash flows. Global market interest rates decreased in 2019 as
compared with 2018, and, as a result, the weighted-average discount rate used to measure pension liabilities decreased from 2.8% in
2018 to 2.0% in 2019. The weighted-average discount rates used to measure service cost and interest cost were 3.2% and 2.7%,
respectively, in 2019 and 2.8% and 2.4%, respectively, in 2018.
See Note 12 to the Combined Financial Statements for further discussion.
Contingent Liabilities
Our operating units include businesses that sell products and services and conduct operations throughout the world. As
described in Note 20 to the Combined Financial Statements, contractual, regulatory and other matters, including asbestos claims,
may arise in the ordinary course of business that subject us to claims or litigation. We have recorded reserves in the combined
financial statements related to these matters, which are developed using input derived from actuarial estimates and historical and
anticipated experience depending on the nature of the reserve, and in certain instances with consultation of legal counsel, internal
and external consultants and engineers. Subject to the uncertainties inherent in estimating future costs for these types of liabilities,
we believe our estimated reserves are reasonable and do not believe the final determination of the liabilities with respect to these
matters would have a material effect on our financial condition, results of operations, liquidity or cash flows for any year. See “Risk
Factors” included elsewhere in this prospectus.
Environmental Matters
Our operations are subject to environmental regulation by federal, state and local authorities in the United States and regulatory
authorities with jurisdiction over our foreign operations. As a result, we have established, and continually update, policies relating to
environmental standards of performance for our operations worldwide. We believe that expenditures necessary to comply with the
current regulations governing environmental protection will not have a material adverse effect upon our competitive position, results
of operations, cash flows or financial condition.
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We have identified 204 locations, mostly in the United States, at which we may have some liability for remediating
contamination. We have resolved our liability at 117 of these locations. We do not believe that any individual location’s exposure
will have a material adverse effect on our results of operations. Sites in the investigation, remediation or operation and maintenance
stage represent approximately 87% of our accrued environmental remediation reserve.
We have been identified as a potentially responsible party under the Comprehensive Environmental Response Compensation
and Liability Act (“CERCLA” or “Superfund”) at 19 sites. The number of Superfund sites, in and of itself, does not represent a
relevant measure of liability because the nature and extent of environmental concerns vary from site to site and our share of
responsibility varies from sole responsibility to very little responsibility. In estimating our liability for remediation, we consider our
likely proportionate share of the anticipated remediation expense and the ability of other potentially responsible parties to fulfill
their obligations.
At December 31, 2019 and 2018, we had $217 and $215 million, respectively, reserved for environmental remediation. See
Note 20 to the Combined Financial Statements for additional discussion on environmental obligations.
Asbestos Matters
The amounts recorded for asbestos-related liabilities are based on currently available information and assumptions that we
believe are reasonable and are made with input from outside actuarial experts. The estimated range of total liabilities to resolve all
pending and unasserted potential future asbestos claims through 2059 is approximately $255 million to $290 million. Where no
amount within a range of estimates is more likely, the minimum is accrued. We have recorded the minimum amount of $255 million,
which is principally recorded in Other long-term liabilities on the Combined Balance Sheet as of December 31, 2019. This amount
is on a pre-tax basis, not discounted, and excludes the Company’s legal fees to defend the asbestos claims, which will continue to be
expensed by the Company as they are incurred. In addition, the Company has an insurance recovery receivable for probable asbestos
related recoveries of approximately $104 million, which is included primarily in Other assets on the Combined Balance Sheet as of
December 31, 2019. See “Business—Legal Proceedings—Asbestos” for further discussion of the estimated liabilities and insurance
recoveries. See Note 20 to the Combined Financial Statements for further discussion of these matters.
Off-Balance Sheet Arrangements and Contractual Obligations
We extend a variety of financial guarantees to third parties in support of our business. We also have obligations arising from
environmental, health and safety, tax and employment matters. Circumstances that could cause the contingent obligations and
liabilities arising from these arrangements to come to fruition include changes in an underlying transaction, non-performance under
a contract or deterioration in the financial condition of the guaranteed party.
A summary of our combined contractual obligations and commitments as of December 31, 2019 is as follows:
Total

(dollars in millions)

Operating leases
Purchase obligations
Other long-term liabilities
Total contractual obligations

$

939
1,346
764
$ 3,049

2020

$

Payments Due by Period
2021-2022
2023-2024

182
1,076
219
$ 1,477

$

$

272
211
217
700

$

$

170
59
121
350

Thereafter

$

$

315
—
207
522

Operating leases include amounts related to future contractual payments on our leases for land and buildings, vehicles and
machinery and equipment.
Purchase obligations include amounts committed for the purchase of goods and services under legally enforceable contracts or
purchase orders. Where it is not practically feasible to determine the legally enforceable portion of our obligation under certain of
our long-term purchase agreements, we include additional expected purchase obligations beyond what may be legally enforceable.
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Other long-term liabilities primarily include those amounts on our December 31, 2019 balance sheet representing obligations
under product service and warranty policies, estimated environmental remediation costs and expected contributions under employee
benefit programs. The timing of expected cash flows associated with these obligations is based upon management’s estimates over
the terms of these agreements and is largely based upon historical experience.
The above table excludes the following:
•

Principal amount of indebtedness expected to be incurred in connection with the separation and distribution of
approximately $11.0 billion and associated interest payments of $330 million per year. See “Description of Material
Indebtedness” for additional discussion.

•

Unrecognized tax benefits of $166 million, the timing of which is uncertain to become payable. See Note 14 to the
Combined Financial Statements for additional discussion on unrecognized tax benefits.

•

Carrier’s obligations pursuant to the tax matters agreement to settle with UTC the net remaining tax liability of $481
million under the TCJA mandatory transition tax attributable to Carrier. This amount will be settled with UTC in six
annual installments, beginning in April of 2021.

Recent Accounting Pronouncements
See Note 3 to the Combined Financial Statements for a discussion of recent accounting pronouncements and their effect on us.
Market Risk and Risk Management
Carrier is exposed to fluctuations in foreign currency exchange rates, interest rates and commodity prices. To manage certain of
those exposures, we primarily use foreign currency forward contracts, swaps and options. These hedging activities provide only
limited protection against currency exchange and credit risks. Factors that could influence the effectiveness of these hedging
programs include currency markets, the availability of hedging instruments and the liquidity of the credit markets.
Foreign Currency Exposures
We transact business in various foreign currencies, which exposes our cash flows and earnings to changes in foreign currency
exchange rates. These exposures include the translation of local currency balances of foreign subsidiaries, remeasurement of assets
and liabilities denominated in foreign currencies and other transactions involving foreign currencies. We attempt to manage foreign
currency transaction exposures through operational strategies and the use of foreign currency hedging contracts. While the objective
of our hedging program is to minimize the foreign currency exchange impact on operating results, there may be variances between
the hedging and underlying exposure gains and losses because of the length of certain hedging contracts. Carrier does not enter into
hedging contracts for speculative purposes.
Commodity Price Exposures
We are exposed to volatility in the prices of raw materials used in some of our products, and from time to time we may use
forward contracts in limited circumstances to manage some of those exposures. In the future, if hedges are utilized, gains and losses
may affect earnings. There were no significant outstanding commodity hedges as of December 31, 2019.
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MANAGEMENT
Executive Officers Following the Distribution
The following table sets forth information regarding the individuals who are expected to serve as executive officers of Carrier
following the completion of the distribution. Some of Carrier’s executive officers are currently executive officers and employees of
UTC, but will cease to hold such positions upon the consummation of the distribution. See “Directors.”
Name

Age

John V. Faraci
David Gitlin
Ajay Agrawal
David Appel
Kyle Crockett
Timothy McLevish
Christopher Nelson
Kevin O’Connor
Jurgen Timperman
Nadia Villeneuve

70
50
56
64
46
64
50
52
47
47

Position

Executive Chairman
President and Chief Executive Officer
Vice President, Strategy & Services
President, Refrigeration
Vice President, Controller
Vice President, Chief Financial Officer
President, HVAC
Vice President, General Counsel & Government Relations
President, Fire & Security
Vice President, Chief Human Resources Officer

John V. Faraci. Mr. Faraci served as Chairman and Chief Executive Officer of International Paper (paper, packaging and
distribution) from 2003 to 2014. Earlier in 2003, he was elected as President and director of that company, and served as its
Executive Vice President and Chief Financial Officer from 2000 to 2003. From 1995 to 1999, Mr. Faraci was Chief Executive
Officer and managing director of Carter Holt Harvey Ltd., a former New Zealand subsidiary of International Paper. He first joined
International Paper in 1974. Mr. Faraci is an Operating Partner with Advent International (global private equity). He is a director of
ConocoPhillips Company, PPG Industries, Inc. and United States Steel Corporation, and was a director of UTC prior to the
separation. He serves on the board of the National Fish and Wildlife Foundation and is past Chairman of the Board of Trustees of
Denison University. Mr. Faraci is also a member of the Royal Bank of Canada Advisory Board, a member of the Board of Trustees
of the American Enterprise Institute and a member of the Council on Foreign Relations. Mr. Faraci holds a bachelor’s degree from
Denison University and an MBA from the University of Michigan’s Ross School of Business.
David Gitlin. Mr. Gitlin was appointed President and Chief Executive Officer of Carrier in June 2019 and held the position of
President, HVAC from December 2019 to March 2020. He most recently served as President and Chief Operating Officer of Collins
Aerospace from 2018 to 2019 and President of UTC Aerospace Systems from 2015 to 2018 after leading the integration of
Goodrich Corporation with UTC. Prior to the formation of UTC Aerospace Systems, Mr. Gitlin worked for UTC’s Hamilton
Sundstrand division as President of Aerospace Customers & Business Development; Vice President of Auxiliary Power, Engine &
Control Systems; Vice President and General Manager of Hamilton Sundstrand Power Systems; Vice President of Pratt & Whitney
programs; and General Manager of Rolls-Royce/General Electric programs. Before joining Hamilton Sundstrand, he served in roles
at UTC headquarters and Pratt & Whitney. Mr. Gitlin earned a bachelor’s degree from Cornell University, a Juris Doctor from the
University of Connecticut School of Law and an MBA from MIT’s Sloan School of Management.
Ajay Agrawal. Mr. Agrawal was appointed Vice President, Strategy & Services of Carrier in October 2019. He most recently
served as Vice President, Aftermarket Services, and Vice President responsible for Rockwell Collins integration for Collins
Aerospace, a UTC company, from August 2015 to September 2019 and as Vice President, Aftermarket and Programs at the Pratt &
Whitney division of UTC from 2009 to July 2015. Prior to that he served in a variety of leadership roles in UTC from 2005 to 2009,
including head of Financial Planning and Analysis for UTC, Vice President of Strategy and Business Development at Hamilton
Sundstrand and Senior Director of Strategy and Development at UTC. Prior to joining UTC, he held roles of increasing
responsibility at Bain & Company from 1998 to 2005. Mr. Agrawal holds a doctorate in engineering from the University of
Missouri and an MBA from Carnegie Mellon University.
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David Appel. Mr. Appel was appointed President, Refrigeration of Carrier in 2010. Prior to that, he held several roles within
Carrier’s business, including President, HVAC for Europe, the Middle East and Africa (EMEA) from 2009 to 2010; President,
Building Systems & Service EMEA from 2006 to 2009; Vice President, European HVAC Distribution from 2003 to 2006; and
Managing Director for Toshiba Carrier UK from 2002 to 2003. In total, he has more than 30 years of experience with UTC. Mr.
Appel holds a bachelor’s degree in economics from the Wharton School of Business, University of Pennsylvania.
Kyle Crockett. Mr. Crockett was appointed Vice President, Controller of Carrier in January 2020. He joined Carrier from
General Motors where he held several positions, including Director, Global Business Solutions – Finance from 2017 to 2020;
Director, SEC Reporting and Consolidation from 2015 to 2017; Regional Controller, GM Europe from 2013 to 2015; Controller,
GM Korea from 2010 to 2013; and Senior Manager, SEC Reporting from 2008 to 2010. Before joining General Motors, Mr.
Crockett was Senior Manager at GMAC (now Ally Financial) from 2007 to 2008 and held various roles of increasing responsibility
at KPMG LLP from 2002 to 2006, including Senior Manager. Mr. Crockett holds a bachelor’s degree in accounting from Grand
Valley State University and is a Certified Public Accountant.
Timothy McLevish. Mr. McLevish was appointed Vice President, Chief Financial Officer of Carrier in October 2019. He
joined Carrier from Walgreens Boots Alliance, Inc., where he served as Senior Advisor to the Chief Executive Officer from 2018 to
2019 and from 2015 to 2016, and as Executive Vice President and Chief Financial Officer, first of Walgreens Co. then of Walgreens
Boots Alliance, Inc., from 2014 to 2015. In 2016 and 2017 he served as the Executive Chairman of Lamb Weston Holdings, Inc.
Prior to joining Walgreens, Mr. McLevish served as Executive Vice President and Chief Financial Officer for Kraft Foods Group,
Inc. from 2012 to 2013, and as Executive Vice President in 2014. Prior to that, he served as Executive Vice President and advisor to
the Chief Executive Officer of Kraft Foods, Inc. from 2011 to 2012, leading the separation of Kraft Foods Group, Inc. from Kraft
Foods, Inc. (since renamed Mondelēz International, Inc.) and, from 2007 to 2011, he served as Executive Vice President and Chief
Financial Officer of Kraft Foods, Inc. Prior to Kraft, Mr. McLevish served as Senior Vice President and Chief Financial Officer of
Ingersoll-Rand Company Limited from 2002 to 2007 and as Vice President and Chief Financial Officer of The Mead Corporation
from 1999 to 2002. Mr. McLevish has served as a director of Kennametal Inc. since 2004 and as a director of R.R. Donnelly & Sons
Company since 2016. He served as a director of URS Corporation from 2012 to 2014, ConAgra Foods, Inc. from 2015 to 2016, US
Foods, Inc. in 2016 and, as noted above, of Lamb Weston Holdings, Inc. from 2016 to 2017. Mr. McLevish holds a bachelor’s
degree from the University of Minnesota and an MBA from Harvard Business School.
Christopher Nelson. Mr. Nelson was appointed President, HVAC in March 2020. Previously, he held many roles at Carrier
including, President, HVAC − Commercial from 2018 to March 2020; President, North American HVAC from 2012 to 2018; Vice
President, Sales & Marketing for Residential & Commercial Systems from 2008 to 2012; Vice President and General Manager,
Light Commercial Systems from 2006 to 2008; and Director of Residential Ducted System Platforms from 2004 to 2006. Prior to
joining UTC, Mr. Nelson was at McKinsey & Company from 2000 to 2004, Johnson & Johnson from 1996 to 1998 and an officer in
the U.S. Army from 1992 to 1996. Mr. Nelson holds a bachelor’s degree in science from the University of Notre Dame and an MBA
from Cornell University.
Kevin O’Connor. Mr. O’Connor was appointed Vice President, General Counsel & Government Relations of Carrier in
January 2020. He joined Carrier from Point72 Asset Management where he served as Chief Legal Officer from 2015 through 2019.
Prior to that he served as Vice President, Global Ethics and Compliance for UTC from 2012 to 2015 and as a partner at Bracewell
and Giuliani from 2009 to 2012. From 2002 to 2009, he served in the U.S. Department of Justice as Associate Attorney General of
the United States (2008 to 2009), Chief of Staff to the United States Attorney General (2007), Associate Deputy Attorney General
(2007) and as U.S. Attorney for Connecticut (2002 to 2008). Prior to his service with the Department of Justice, Mr. O’Connor, was
counsel and partner at Day, Berry & Howard from 1999 to 2002, associate at LeBoeuf, Lamb, Greene & MacRae from 1997 to
1999, Senior Counsel at the U.S. Securities and Exchange Commission Division of Enforcement from 1995 to 1997, associate at
Cahill Gordon & Reindel from 1993 to 1995 and a law clerk to the Honorable William H. Timbers of the United States Court of
Appeals for the Second Circuit from 1992 to 1993. Mr. O’Connor holds a bachelor’s degree in Government from the University of
Notre Dame and a Juris Doctor from the University of Connecticut School of Law.
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Jurgen Timperman. Mr. Timperman was appointed President, Fire & Security of Carrier in February 2019. Prior to that, he
held several other roles within UTC’s fire and security business, including President, Global Fire & Security Products from 2017 to
2019, President, Global Security Products from 2015 to 2017, President, Security & Access Solutions from 2012 to 2015, President,
Fire & Security Operations from 2011 to 2012 and Regional General Manager, Global Security Products, Middle East and Africa
from 2009 to 2011. Prior to joining UTC, he held roles of increasing responsibility with various divisions of General Electric from
1995 to 2009. Mr. Timperman is on the board of directors for the FDNY Foundation and holds a master’s degree in electromechanical engineering from Ghent University in Belgium.
Nadia Villeneuve. Ms. Villeneuve was appointed Vice President, Chief Human Resources Officer of Carrier in 2015. Prior to
that, she served as Vice President and Chief Human Resources Officer for the Pratt & Whitney division of UTC from 2012 to 2015
and as Vice President, Human Resources, Asia for the UTC Fire & Security division of UTC, located in Shanghai, China, from 2010
to 2012. Previously, Ms. Villenueve held several other positions at Pratt & Whitney, including Director, Human Resources,
Engineering from 2009 to 2010, Director, Human Resources, Commercial Engines from 2007 to 2009 and in various roles before
from 2000 to 2007 based in the U.S., Canada and Poland. Prior to joining UTC, Ms. Villeneuve was a Consultant with the LalondeBard Consulting Group from 1998 to 2000 and Manager, Customer Relations at Royal Bank of Canada in 1997. Ms. Villeneuve
holds a bachelor’s degree in finance from Université du Québec a Montréal (Montréal, Québec, Canada) and a master’s degree in
management from l’École des Hautes Études Commerciales, Université de Montréal (Montréal, Québec, Canada).
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DIRECTORS
Board of Directors Following the Distribution
The following table sets forth information regarding those persons who are expected to serve on Carrier’s Board of Directors
(the “Board”) following completion of the distribution and until their respective successors are duly elected and qualified. Carrier’s
amended and restated certificate of incorporation and amended and restated bylaws will provide that directors will be elected
annually.
Name

Age

John V. Faraci
Jean-Pierre Garnier
David Gitlin
John J. Greisch
Charles M. Holley, Jr.
Michael M. McNamara
Michael A. Todman
Virginia M. (Gina) Wilson

70
72
50
64
63
63
62
65

Position

Executive Chairman
Director
Director
Director
Director
Director
Director
Director

John V. Faraci. Mr. Faraci served as Chairman and Chief Executive Officer of International Paper (paper, packaging and
distribution) from 2003 to 2014. Earlier in 2003, he was elected as President and director of that company, and served as its
Executive Vice President and Chief Financial Officer from 2000 to 2003. From 1995 to 1999, Mr. Faraci was Chief Executive
Officer and managing director of Carter Holt Harvey Ltd., a former New Zealand subsidiary of International Paper. He first joined
International Paper in 1974. Mr. Faraci is an Operating Partner with Advent International (global private equity). He is a director of
ConocoPhillips Company, PPG Industries, Inc. and United States Steel Corporation, and was a director of UTC prior to the
separation. He serves on the board of the National Fish and Wildlife Foundation and is past Chairman of the Board of Trustees of
Denison University. Mr. Faraci is also a member of the Royal Bank of Canada Advisory Board, a member of the Board of Trustees
of the American Enterprise Institute and a member of the Council on Foreign Relations. Mr. Faraci holds a bachelor’s degree from
Denison University and an MBA from the University of Michigan’s Ross School of Business.
Jean-Pierre Garnier. Dr. Garnier is Chairman of Idorsia Pharmaceuticals Ltd. (biopharmaceuticals) and an Operating Partner
at Advent International (global private equity). He served as Chairman of Actelion from 2011 to 2017, CEO of Pierre Fabre SA
from 2008 to 2010, and as CEO and Executive Member of the Board of Directors of GlaxoSmithKline plc from 2000 to 2008. Dr.
Garnier served as CEO of SmithKline Beecham plc in 2000, and as Chief Operating Officer and Executive Member of the Board of
Directors from 1996 to 2000. Dr. Garnier is a director of Radius Health, Inc., and Chairman of the Board of CARMAT, and was a
director of UTC prior to the separation. He served as Chairman of the Board of Alzheon, Inc. (non-public) from 2015 to 2018 and as
a director of Renault S.A. (public) from 2009 to 2016. Dr. Garnier is on the Advisory Board of Newman’s Own Foundation and the
Board of Trustees of the Max Planck Florida Institute for Neuroscience. He is a Knight Commander of the Order of the British
Empire and Officier de la Légion d’Honneur of France. Dr. Garnier holds a master’s degree and Ph.D. from Louis Pasteur
University and an MBA from Stanford University.
David Gitlin. Mr. Gitlin was appointed President and Chief Executive Officer of Carrier in June 2019 and President, HVAC in
December 2019. He most recently served as President and Chief Operating Officer of Collins Aerospace from 2018 to 2019 and
President of UTC Aerospace Systems from 2015 to 2018 after leading the integration of Goodrich Corporation with UTC. Prior to
the formation of UTC Aerospace Systems, Mr. Gitlin worked for UTC’s Hamilton Sundstrand division as President of Aerospace
Customers & Business Development; Vice President of Auxiliary Power, Engine & Control Systems; Vice President and General
Manager of Hamilton Sundstrand Power Systems; Vice President of Pratt & Whitney programs; and General Manager of RollsRoyce/General Electric programs. Before joining Hamilton Sundstrand, he served in roles at UTC headquarters and Pratt &
Whitney. Mr. Gitlin earned a bachelor’s degree from Cornell University, a Juris Doctor from the University of Connecticut School
of Law and an MBA from MIT’s Sloan School of Management.
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John J. Greisch. Mr. Greisch served as President and Chief Executive Officer of Hill-Rom Holdings, Inc. (medical technology
company) from 2010 until his retirement in 2018. Prior to Hill-Rom, Mr. Greisch was President, International Operations for Baxter
International, Inc. (health care) from 2006 to 2009. While at Baxter, he also served as Chief Financial Officer from 2004 to 2006, as
President of its bioscience division from 2003 to 2004, Vice President, Finance and Strategy (bioscience division) during 2003 and
Vice President, Finance (renal division) from 2002 to 2003. Previously, Mr. Greisch was President and Chief Executive Officer for
FleetPride Corporation (distributor of heavy-duty truck and trailer replacement parts) from 1998 to 2001. Prior to that, he held
various positions at The Interlake Corporation (metal products) from 1986 to 1997, including serving as President of its Materials
Handling Group, and at Price Waterhouse (professional accounting services) from 1978 to 1985. Mr. Greisch is a director of
Catalent, Inc., Cerner Corporation and Idorsia Pharmaceuticals Ltd. He previously served as a director of Hill-Rom from 2010 to
2018, Actelion Ltd. from 2013 to 2017 and TomoTherapy, Inc. from 2008 to 2010. Additionally, he currently serves as a senior
advisor to TPG Capital and is on the Board of Directors for the Ann & Robert H. Lurie Children’s Hospital of Chicago. Mr. Greisch
holds a bachelor’s degree from Miami University (Ohio) and an MBA from the Kellogg School of Management at Northwestern
University.
Charles M. Holley, Jr. Mr. Holley served as Executive Vice President and Chief Financial Officer for Wal-Mart Stores, Inc.
from 2010 to 2015 and as Executive Vice President in 2016. Previously, Mr. Holley served in various roles at Walmart, including as
Executive Vice President, Finance and Treasurer from 2007 to 2010, Senior Vice President, Finance from 2005 to 2007, Senior Vice
President and Controller from 2003 to 2005 and in various other roles for Wal-Mart International from 1994 through 2002. Prior to
Walmart, he served in various roles at Tandy Corporation and spent more than 10 years with Ernst & Young LLP. Mr. Holley served
as an Independent Senior Advisor, U.S. CFO Program, at Deloitte LLP from 2016 to 2019. Mr. Holley is a director of Amgen Inc.
and Phillips 66, and he also serves on the Advisory Council for the McCombs School of Business at the University of Texas at
Austin and the University of Texas Presidents’ Development Board. Mr. Holley holds a bachelor’s degree from the University of
Texas at Austin and an MBA from the University of Houston.
Michael M. McNamara. Mr. McNamara is Head of Samara, a division of Airbnb, a position he has held since January 2020.
He is also a venture partner at Eclipse Ventures (Silicon Valley venture capital firm), a role he has held since February 2019. From
2006 to 2018, Mr. McNamara served as the Chief Executive Officer of Flex Ltd. (multinational technological manufacturer). From
1994 until his appointment as Chief Executive Officer in 2006, Mr. McNamara served in other senior roles at Flex. Mr. McNamara
is a director of Workday, Inc. and Slack Technologies, Inc. He was also a member of the Advisory Board of Tsinghua University
School of Economics and Management from 2006 to 2019, and a member of the presidential CEO Advisory Board of Massachusetts
Institute of Technology from 2017 to 2019. He was previously a director of Flex from 2005 to 2018, a director of APTIV Corp
(previously Delphi Automotive PLC) from 2009 to 2013 and a director of SunEdison, Inc. (previously MEMC Electronic Materials,
Inc.) from 2008 to 2012. Mr. McNamara holds a bachelor’s degree from the University of Cincinnati and an MBA from Santa Clara
University.
Michael A. Todman. Mr. Todman retired as Vice Chairman of the Whirlpool Corporation (home appliances and related
products) in 2015. Prior to his appointment as Vice Chairman, Mr. Todman held various executive positions, including President of
Whirlpool International, as well as President, Whirlpool North America. Mr. Todman held several senior positions, including
Executive Vice President and President of Whirlpool Europe, and Executive Vice President, Whirlpool North America, as well as
other positions at Whirlpool during his tenure, which began in 1993. Prior to joining Whirlpool, he held a variety of leadership
positions at Wang Laboratories, Inc. (computer industry), and began his career at Price Waterhouse. Mr. Todman is a director of
Newell Brands Inc., Brown-Forman Corporation and Prudential Financial, Inc. He previously served on the Board of Directors of
Whirlpool from 2006 to 2015. Mr. Todman holds a bachelor’s degree from Georgetown University.
Virginia M. (Gina) Wilson. Ms. Wilson served as Senior Executive Vice President and Chief Financial Officer of Teachers
Insurance and Annuity Association of America (TIAA) (financial services) from 2010 to 2019. Prior to joining TIAA, she was
Executive Vice President and Chief Financial Officer of Wyndham Destinations (formerly Wyndham Worldwide Corporation, a
hotel, timeshare and vacation company) from 2006 to 2009. She also served as Executive Vice President and Chief Accounting
Officer at Cendant Corporation (consumer services in the real estate and travel industries) from 2003 to 2006, Senior Vice President
and Controller at MetLife, Inc. from 1999 to 2003 and Senior Vice President and Controller at Transamerica Life Insurance
Companies from 1996 to 1999. Ms. Wilson was an audit partner at Deloitte & Touche LLP earlier in
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her career. Ms. Wilson is a director of Conduent Incorporated and Charles River Laboratories International, Inc. She has served as
Trustee and Vice Chair of Catholic Charities of the Archdiocese of New York. Ms. Wilson holds bachelor’s and master’s degrees
from the University of Illinois and is a certified public accountant.
Director Independence
Under our Director Independence Policy and the stock exchange listing standards, a majority of our directors must be
independent, meaning that the director does not have a direct or indirect material relationship with Carrier (other than as a director).
The Director Independence Policy will guide the independence determination and will include the categories of relationships that
the Board has determined are not material relationships that would impair a director’s independence. The Director Independence
Policy will be available on our website in connection with the distribution.
Before joining the Board and annually thereafter, each director will complete a questionnaire seeking information about
relationships and transactions that may require disclosure, that may affect the independence determination, or that may affect
heightened independence standards that apply to members of the Audit and Compensation Committees. The Governance Committee
will complete an assessment considering all known relevant facts and circumstances about those relationships bearing on the
independence of a director or nominee. The assessment will also consider sales and purchases of products and services, in the
ordinary course of business, between Carrier (including its subsidiaries) and other companies or charitable organizations, where
directors and nominees (and their immediate family members) may have relationships pertinent to the independence determination.
The Board is expected to affirmatively determine that all of the directors, other than John V. Faraci and David Gitlin, who are
employed by Carrier, are independent under Carrier’s Director Independence Policy and the stock exchange listing standards
because none of the directors, other than John V. Faraci and David Gitlin, has a business, financial, family or other relationship with
Carrier that is considered material.
Board Committees
Effective upon the completion of the distribution, the Board will have the following three standing committees: Audit;
Governance; and Compensation. Each standing committee is expected to be composed exclusively of independent directors. Each
standing committee will have the authority to retain independent advisors to assist in the fulfillment of its responsibilities, to
approve the fees paid to those advisors and to terminate their engagements. The Board is expected to adopt written charters for each
committee, which will be made available on our website in connection with the distribution.
Audit
Charles M. Holley. Jr. (Chair)

•

Michael M. McNamara
Michael A. Todman
Virginia M. (Gina) Wilson

•

•
•
•
•

•

Assists the Board in overseeing: the integrity of Carrier’s financial statements; the
independence, qualifications and performance of Carrier’s internal and external auditors;
Carrier’s compliance with its policies and procedures, internal controls, Code of Ethics,
and applicable laws and regulations; and policies and procedures relating to risk
assessment and management
Nominates, for appointment by shareowners, an accounting firm to serve as Carrier’s
independent auditor and maintains responsibility for compensation, retention and
oversight of the auditor
Pre-approves all audit services and permitted non-audit services to be performed for
Carrier by its independent auditor
Reviews and approves the appointment and replacement of the senior Internal Audit
executive
Reviews and assists the Board in overseeing the management of Carrier’s financial
resources and financial risks
Reviews and assists the Board in overseeing policies and programs relating to the
management of foreign exchange exposure, interest rates; raw materials prices;
investment of pension assets; and insurance and risk management
Reviews and assists the Board in overseeing strategies and plans for certain acquisitions
and divestitures, including discussion of possible transactions and their financial impact

93

TABLE OF CONTENTS

Governance
Jean-Pierre Garnier (Chair)
John J. Greisch
Michael M. McNamara
Virginia M. (Gina) Wilson

•
•
•
•
•
•
•

Compensation
John J. Greisch (Chair)

•

Jean-Pierre Garnier

•

Charles M. Holley, Jr.

•

Michael A. Todman
•
•

Identifies and recommends qualified candidates for election to the Board
Develops and recommends appropriate corporate governance guidelines
Oversees the design and conduct of the annual self-evaluation of the Board, its
committees and individual directors
Recommends appropriate compensation of directors
Submits to the Board recommendations for committee assignments
Reviews and monitors the orientation of new Board members and the continuing
education of all directors
Reviews and oversees Carrier’s positions on significant public issues and corporate
social responsibility, including diversity, the environment and safety
Reviews Carrier’s executive compensation policies and practices to ensure that they
adequately and appropriately align executive and shareowner interests
Reviews and approves the design of and sets performance goals for the annual bonus and
long-term incentive awards for executives
Evaluates the performance of Carrier and its Named Executive Officers relative to the
pre-established performance goals set by the Committee for the annual and long-term
incentive programs
Approves compensation levels for Executive Leadership Group (“ELG”) members and
executive officers
Reviews a risk assessment of Carrier’s compensation policies, plans and practices

How We Make Pay Decisions and Assess Our Programs
During our fiscal year ended December 31, 2019, Carrier was not an independent public company, and did not have a
compensation committee or any other committee serving a similar function. Decisions regarding the compensation of those who
currently serve as our executive officers were made by UTC, as described in the section of this prospectus entitled “Executive
Compensation—Compensation Discussion and Analysis.”
Corporate Governance
Our Commitment to Sound Corporate Governance
Carrier will be committed to strong corporate governance practices that will be designed to maintain high standards of
oversight, accountability, integrity and ethics while promoting long-term growth in shareowner value.
Our governance structure will enable independent, experienced and accomplished directors to provide advice, insight and
oversight to advance the interests of Carrier and our shareowners. Carrier will strive to maintain sound governance standards, to be
reflected in our Code of Ethics, Governance Guidelines, our systematic approach to risk management, and our commitment to
transparent financial reporting and strong internal controls.
The following documents will be made available on the Corporate Governance section of our website (www.carrier.com) in
connection with the separation, where you will be able to access information about corporate governance at Carrier:
•

Governance Guidelines;

•

Board Committee Charters;

•

Certificate of Incorporation and Bylaws;

•

Code of Ethics;
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•

Director Independence Policy;

•

Related Person Transactions Policy;

•

Share ownership requirements;

•

Information about our anonymous reporting program, which allows Carrier’s employees and other stakeholders to identify
potential instances of non-compliance or unethical practices confidentially and outside the usual management channels;
and

•

Information about how to communicate concerns to the Board and management.

The Carrier website and the information contained therein or connected thereto are not incorporated into this
prospectus or the registration statement of which this prospectus forms a part, or in any other filings with, or any
information furnished or submitted to, the SEC.
Shareowner Engagement
We will plan to solicit feedback on an annual basis from our largest shareowners with respect to changes that the Board (or a
Committee) is considering regarding Carrier’s executive compensation program and our corporate governance practices. Each year
after the proxy statement relating to our annual meeting of shareowners is filed, we will plan to hold discussions that generally focus
on the clarity and effectiveness of our disclosures and on matters that are of interest to investors. We will also discuss other topics
with investors, such as leadership structure, corporate social responsibility and Carrier’s diversity and sustainability initiatives.
In addition, management and independent directors will routinely engage with our shareowners on financial performance,
capital allocation and business strategy.
Criteria for Board Membership
The following attributes are essential for all Carrier directors, and we will look to see that the Board exhibits these attributes:
•

Objectivity and independence in making informed business decisions;

•

Extensive knowledge, experience and judgment;

•

The highest integrity;

•

Diversity of perspective;

•

A willingness to devote the extensive time necessary to fulfill a director’s duties;

•

An appreciation for the role of the corporation in society; and

•

Loyalty to the interests of Carrier and its shareowners.

While we will not have a policy on Board diversity, a director’s ability to contribute to the diversity of perspectives necessary
in Board deliberations is an attribute that is critical to Carrier’s success.
The following consist of the principal skills and expertise that are essential to effective oversight in light of Carrier’s business
requirements and strategy:
•

Financial. Leadership of a financial firm, management of an enterprise’s finance function or of a large profit and loss
statement, resulting in proficiency in complex financial management, financial reporting processes, capital allocation,
capital markets and mergers and acquisitions, representing the importance we place on accurate financial reporting and
robust financial controls and compliance.

•

International. Carrier has operations around the world. Directors with international experience thus provide valuable
business and cultural perspectives.

•

Knowledge of Company / Industry. Knowledge of or experience in Carrier’s industries and markets, whether acquired
through service as a senior leader in one of these industries or markets, a related industry or market or through prior
service on the UTC Board of Directors.

•

Risk Management / Oversight. This experience is critical to the Board’s role in overseeing and understanding major risk
exposures, including significant financial, operational, compliance, reputational, strategic, international and cybersecurity
risks.
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•

Senior Leadership. Extensive leadership experience with a significant enterprise, resulting in a practical understanding of
organizations, processes and strategic planning, along with demonstrated strengths in developing talent, succession
planning and driving change and long-term growth.

•

Technology and Innovation. Experience in research and development, engineering, science, digital or technology. This
translates into an understanding of Carrier’s technological innovations, development and marketing challenges, how to
anticipate technological trends and how to generate disruptive innovation, all of which help us to execute our business
objectives and strategy.

Board Leadership Structure
The Governance Committee is expected to routinely review our governance practices and board leadership structure.
As of the completion of the distribution, it is expected that John V. Faraci will serve as Executive Chairman. Under our
Governance Guidelines to be adopted in connection with the distribution, the Board will designate a non-employee director to serve
as Lead Director when the Chairman is not independent. As an employee of Carrier, Mr. Faraci will not be an independent director.
It is expected that Jean-Pierre Garnier will serve as the Lead Director as of the completion of the distribution.
Carrier’s independent directors are expected to meet in regularly scheduled private sessions without management and in
additional sessions when requested.
Board Self-Evaluation Process
The Board is expected to evaluate annually its own performance and that of the standing committees and individual directors.
The Governance Committee will be responsible for and oversee the design and the manner in which the annual self-evaluation is
completed. The Lead Director and the Governance Committee Chair will jointly lead the self-evaluation process.
The self-evaluation will inform the Board’s consideration of the following:
•

Board roles;

•

Opportunities to increase the Board’s effectiveness, including the addition of new skills and expertise;

•

Refreshment objectives, including composition and diversity; and

•

Succession planning.

The self-evaluation process is expected to generate improvements to our corporate governance practices and the Board’s
effectiveness.
Board Refreshment and Nominating Process
The Governance Committee is expected to regularly review with the Board the key skills and areas of expertise that are most
important in selecting candidates to serve as directors, taking into account Carrier’s operations and the mix of capabilities and
experience already represented on the Board. As part of the Board’s annual evaluation of its overall effectiveness, the Board will
consider whether its composition reflects the diversity of experience, skills and perspectives that continuously enhance the Board’s
ability to carry out its oversight role and to effectively support Carrier’s growth and strategy. Based on these considerations, the
Board will adjust the priority it gives to various director qualifications when identifying candidates.
The Governance Guidelines and the amended and restated bylaws will not impose term limits on directors because Carrier
believes that a director who serves for an extended period will develop a deep understanding of Carrier’s history, practices and
strategy and will therefore be uniquely positioned to provide insight and perspective regarding Carrier’s operations and strategic
direction. However, the Governance Guidelines will provide for a mandatory retirement age of 75 for directors in order to facilitate
the Board’s continuing refreshment. The Governance Guidelines will provide that the Board will retain the authority to approve
exceptions to this policy based upon special circumstances. Additionally, the Board’s self-evaluation process, including individual
director evaluations, is expected to contribute to the Governance Committee’s consideration of each incumbent’s skills and expertise
as part of the nomination and refreshment process.
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The Governance Committee will consider candidates recommended by directors, management and shareowners who meet the
qualifications Carrier seeks in its directors. The Governance Committee may also engage search firms to assist in identifying and
evaluating qualified candidates and to ensure that the Governance Committee is considering a large and diverse pool of potential
candidates. The amended and restated certificate of incorporation and amended and restated bylaws will provide that directors will
be elected annually and the Governance Guidelines will provide for majority voting for directors in uncontested elections.
The amended and restated bylaws will establish advance notice procedures with respect to the nomination by shareowners of
candidates for election as a director. Eligible shareowners will also be permitted to include their own director nominees in Carrier’s
proxy materials under the circumstances set forth in the amended and restated bylaws. Generally, a shareowner or a group of up to
20 shareowners, who has maintained continuous qualifying ownership of at least 3 percent of Carrier’s outstanding common stock
for at least three years, will be permitted to include director nominees constituting up to 20 percent of the board of directors in the
proxy materials for an annual meeting of shareowners if such shareowner or group of shareowners complies with the other
requirements set forth in the proxy access provision of the amended and restated bylaws. A copy of the amended and restated
bylaws will be available on our website.
How We Will Manage Risk
Carrier encounters a range of risks, including legal, financial, operational, strategic and reputational. Among these broad
categories, specific risks include human capital, market conditions, the overall political climate, and the impact of disruptive events,
such as natural disasters.
To manage these risks, Carrier will implement a comprehensive enterprise risk management (“ERM”) program in connection
with the distribution that will conform to the Enterprise Risk – Management Integrated Framework established by the Committee of
Sponsoring Organizations of the Treadway Commission. As part of Carrier’s ERM program, the Vice President, Internal Audit will
be responsible for identifying and reporting to the Executive Chairman and the President and Chief Executive Officer, the notable
business and compliance risks that could affect business operating plans and strategic initiatives, assessing the likelihood and
potential impact of the pertinent risks and designing mitigation plans. The Executive Chairman, President and Chief Executive
Officer, Chief Financial Officer and General Counsel will report to the Board at least annually on business risks, compliance risks,
functional risks and the associated mitigation plans.
The full Board will be responsible for the oversight of Carrier’s risk management process and structure, while the Audit
Committee will oversee Carrier’s overall policies and practices for enterprise risk management. In addition, responsibility for the
oversight of specific risk categories will be allocated among the Board and its committees as follows:
Full Board of Directors

• Risk management
program
• Major strategies and
business objectives

Audit Committee

Governance Committee

• Financial

• Corporate governance

• Operational

• Director candidate
review

• Compliance
• Conflicts of interest

• Most significant risks,
such as major
litigation

• Reputational

• Incentive plan
performance metrics
and goals

• Director independence
• Strategic
• Environment

• Succession planning

Compensation Committee

• Compensation and
benefits policies,
practices and plans

• Compensation levels
for senior leaders

• Cybersecurity
• Safety

• Government relations
• Equal employment
opportunity
• Public policy issues
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Through Carrier’s ERM framework, the Compensation Committee will identify, monitor and mitigate compensation risk in the
following ways:
•

Emphasis on Long-Term Performance. Long-term incentives will be the cornerstone of Carrier’s executive compensation
program. Our long-term incentive program will incorporate long-term financial performance metrics which align
executive and shareowner interests.

•

Rigorous Share Ownership Requirements. Carrier will maintain significant share ownership requirements for our senior
executives and directors. These requirements are intended to reduce risk by aligning the economic interests of executives
and directors with those of our shareowners. A significant stake in future performance discourages the pursuit of shortterm opportunities that can create excessive risk.

•

Prohibition on Short Sales, Pledging and Hedging of Carrier Securities. Carrier will prohibit directors, officers and
employees from entering into transactions involving short sales of our securities. Further, directors and executive officers
will be prohibited from pledging or assigning an interest in Carrier stock, stock options or other equity interests as
collateral for a loan. Transactions in put options, call options or other derivative securities that have the effect of hedging
the value of Carrier securities will also be prohibited, whether the securities were granted to or otherwise acquired or held,
directly or indirectly, by the applicable director or executive.

•

Comprehensive Clawback Policy. Carrier will maintain a comprehensive policy on recoupment that applies to both annual
and long-term incentive compensation. The policy will allow Carrier to claw back compensation in a number of
circumstances, including, but not limited to, financial restatements, compensation earned as a result of financial
miscalculations, violations of Carrier’s Code of Ethics and violations of post-employment restrictive covenants.

•

Post-Employment Covenants. ELG members will be restricted in engaging in post-employment activities detrimental to
Carrier, such as disclosing proprietary information, soliciting Carrier employees or engaging in competitive activities.

Corporate Governance Information, Code of Ethics and How to Contact the Board
The Code of Ethics will apply to all directors and employees, including the principal executive, financial and accounting
officers. Shareowners and other interested persons may send communications to the Board, the Lead Director, or one or more
independent directors by (1) using the contact information provided on the Corporate Governance section of Carrier’s website at
www.carrier.com, (2) letter addressed to the Corporate Secretary (see above for contact information) or (3) contacting Carrier’s
anonymous reporting program at 1-855-409-9923. Communications relating to Carrier’s accounting, internal controls, auditing
matters or business practices will be reviewed by Carrier’s Vice President, Global Ethics & Compliance and reported to the Audit
Committee pursuant to the Carrier Governance Guidelines. All other communications will be reviewed by the Carrier Corporate
Secretary and reported to the Board, as appropriate, pursuant to the Governance Guidelines.
Procedures for Approval of Related Persons Transactions
Carrier will adopt a written policy for the review of transactions with related persons (the “Related Person Transactions
Policy”). The Related Person Transactions Policy will require review, approval or ratification of transactions exceeding $120,000 in
which Carrier or any of its subsidiaries is a participant and in which a Carrier director, executive officer, a beneficial owner of five
percent or more of Carrier’s outstanding shares, or an immediate family member of any of the foregoing persons, has a direct or
indirect material interest. Any such transactions, other than specified pre-approved transactions that require annual reporting, will be
required to be reported for review by the Carrier Corporate Secretary who will, in consultation with the Vice President, Global
Ethics & Compliance, assess whether the transaction is a transaction with a related person, as such term is defined under Carrier’s
policy and the relevant SEC rules. Following this review, the Governance Committee will determine whether the transaction can be
approved or not, based on whether the transaction is determined to be in, or not inconsistent with, the best interests of Carrier and its
shareowners. In making this determination, the Governance Committee will take into consideration whether the transaction is on
terms no less favorable to Carrier than those available with other parties and the related person’s interest in the transaction. Carrier’s
policy generally will permit employment of relatives of related persons possessing qualifications consistent with Carrier’s
requirements for non-related persons in similar circumstances if the employment is approved by the Vice President, Chief Human
Resources Officer and the Vice President, Global Ethics & Compliance.
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DIRECTOR COMPENSATION
The Carrier director compensation program will be subject to the review and approval of the Board or a committee thereof after
the distribution. The Compensation Committee of the UTC Board of Directors has approved an initial director compensation
program for Carrier that is designed to enable ongoing attraction and retention of highly qualified directors and to address the time,
effort, expertise and accountability required of active Board membership. This program is described in further detail below.
Treatment of outstanding UTC equity-based compensation awards held by Carrier non-employee directors in connection with
the distribution is described under “The Separation and Distribution—Treatment of Equity-Based Compensation.”
Annual Retainer
The following chart shows the initial annual retainers for non-employee directors. 40% is payable in cash and the remaining
60% is payable in deferred stock units, although a director also may elect to receive 100% of the retainer in deferred stock units.
Role

All Directors (base retainer)
Incremental Amount Above Base Retainer*
Lead Director
Audit Committee Chair
Audit Committee Member
Compensation Committee Chair
Governance Committee Chair
*

Deferred
Stock Units ($)

Cash ($)

$
$
$
$
$
$

124,000
14,000
10,000
6,000
8,000
8,000

$
$
$
$
$
$

186,000
21,000
15,000
9,000
12,000
12,000

Total ($)

$ 310,000
$ 35,000
$ 25,000
$ 15,000
$ 20,000
$ 20,000

Directors serving in multiple leadership roles receive incremental compensation for each role.

Directors do not receive additional compensation for attending regularly scheduled Board or committee meetings, but do
receive an additional $5,000 for each special meeting attended in person.
Annual retainers are paid each year following the annual meeting of shareowners. New directors joining the Board between the
annual meeting of shareowners and the end of September receive 100% of the annual retainer. Directors joining the Board between
October and the next annual meeting of shareowners receive 50% of the annual retainer for the year they joined the Board.
After a non-employee director leaves the Board, deferred stock units are converted into shares of common stock, payable either
in a lump-sum or in 10- or 15-year installments in accordance with the director’s prior election. When Carrier pays a dividend on its
common stock, each non-employee director is credited with additional deferred stock units equal in value to the dividend paid on the
corresponding number of shares of Carrier.
For a description of the adjustments that are expected to be made to outstanding UTC equity-based compensation awards,
including those held by Carrier directors who previously served on the UTC Board of Directors, in connection with the distribution,
see “The Separation and Distribution—Treatment of Equity-Based Compensation.”
Executive Chairman Compensation
Carrier’s Executive Chairman, John V. Faraci, will receive a base salary of $1,000,000 per year and an annual long-term
incentive award opportunity of $1,500,000.
Director Share Ownership Requirements
Each Carrier non-employee director will be required to own Carrier common stock (including deferred stock units) with a
value equal to five times such director’s annual base cash retainer (or, in the case of the Executive Chairman, his annual base
salary). Directors must achieve the required share ownership level within five years after joining the Board. If a director does not
meet the ownership requirement after this five-year period, then the director is not permitted to sell shares of Carrier until achieving
the required ownership level.
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EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Introduction
Carrier is currently a subsidiary of UTC and not an independent public company, and its compensation committee has not yet
been formed. Decisions regarding the past compensation of Carrier’s named executive officers were made by the Compensation
Committee of the UTC Board of Directors (referred to in this section as the “UTC Compensation Committee”) if the executive
previously served as an executive officer or ELG member of UTC, or otherwise by UTC management. After the distribution,
Carrier’s executive compensation programs, policies and practices for its executive officers and ELG members will be subject to the
review and approval of the Compensation Committee of the Board (the “Carrier Compensation Committee”).
For purposes of this Compensation Discussion and Analysis and the following executive compensation tables, the individuals
referred to as the “named executive officers” are Carrier’s Chief Executive Officer, Chief Financial Officer and, of the other
individuals designated as Carrier’s executive officers, the three most highly compensated based on 2019 compensation from UTC.
The individuals designated as Carrier’s named executive officers are listed below.
•

David Gitlin, President and Chief Executive Officer

•

Timothy McLevish, Chief Financial Officer

•

Christopher Nelson, President, HVAC*

•

Jurgen Timperman, President, Fire & Security

•

Matthew Pine, President, HVAC – Residential**

*

Mr. Nelson was appointed as President, HVAC on March 4, 2020. Prior to such appointment, Mr. Nelson served as President, HVAC – Commercial.

**

Mr. Pine ceased serving as President, HVAC – Residential on March 4, 2020 in connection with his resignation from Carrier, which becomes effective on
March 13, 2020.

The following sections of this Compensation Discussion and Analysis describe UTC’s executive compensation philosophy,
executive compensation program elements and certain UTC executive compensation plans, policies and practices, as well as certain
aspects of Carrier’s anticipated compensation structure following the distribution.
100

TABLE OF CONTENTS

UTC COMPENSATION PHILOSOPHY AND PROCESS
UTC’s Executive Compensation Philosophy
The UTC Compensation Committee believes that there must be a meaningful link between the compensation paid to UTC’s
executives and UTC’s goal of long-term, sustainable growth for its shareowners. This core philosophy is embedded in the following
principles, which guide all aspects of UTC’s compensation program:
UTC’S GUIDING PRINCIPLES FOR EXECUTIVE COMPENSATION
Competitiveness

Total compensation should be
sufficiently competitive to attract,
retain and motivate a leadership team
capable of maximizing UTC’s
performance. Each element should be
benchmarked relative to peers.
Pay-for-Performance

A substantial portion of compensation
should be variable, contingent and
directly linked to individual, company
and business unit performance.

Long-Term Focus

Balance

For UTC’s most senior executives, longterm, stock-based compensation
opportunities should significantly
outweigh short-term, cash-based
opportunities. Annual objectives should
complement sustainable, long-term
performance.

The portion of total compensation contingent
on performance should increase with an
executive’s level of responsibility. Annual
and long-term incentive opportunities should
reward the appropriate balance of short-,
medium- and long-term financial, strategic
and operational business results.

Responsibility

A complete commitment to ethical and
corporate responsibility is a fundamental
principle incorporated into all aspects of
UTC’s compensation program.
Compensation should take into account
each executive’s responsibility to act at
all times in accordance with UTC’s
Code of Ethics and its environmental,
health and safety objectives. Financial,
strategic and operational performance
must not compromise these values.
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Shareowner Alignment

The financial interests of executives should
be aligned with the long-term interests of
UTC’s shareowners through stock-based
compensation and performance metrics that
correlate with long-term shareowner value.
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How UTC Makes Pay Decisions and Assesses Its Programs
WHO DOES WHAT
UTC Compensation Committee

• Oversees UTC’s programs.
• Sets financial, strategic and operational goals and
objectives for UTC, the business units and UTC’s
Chief Executive Officer, as they relate to the
annual and long-term incentive programs.
• Assesses UTC, business unit and UTC named
executive officer performance relative to the
pre-established goals and objectives set for the
year.
• Approves UTC’s Chief Executive Officer pay
adjustments based on its assessment of UTC’s
Chief Executive Officer performance.
• Reviews the UTC’s Chief Executive Officer’s
recommendations for pay changes for UTC
Executive Leadership Group (“UTC ELG”)
members and UTC executive officers, and makes
adjustments as appropriate.
• Evaluates the competitiveness of the compensation
packages for UTC ELG members and UTC
executive officers.
• Approves all UTC executive compensation
program design changes, including severance,
change-in-control and supplemental benefit
arrangements.
• Reviews risk assessments of UTC’s compensation
plans, policies and practices.
• Considers UTC shareowner input regarding UTC’s
executive compensation decisions and policies.
• All decisions are subject to review by the other
independent directors.

Chief Executive Officer

• Provides selective input to the UTC Compensation
Committee.
• Considers the performance of each UTC ELG
member/UTC executive officer, his or her business
unit and/or function, market benchmarks, internal
equity and retention risk when determining pay
recommendations.
• Presents the UTC Compensation Committee with
recommendations for each principal element of
compensation for UTC ELG members (including
the other UTC named executive officers) and UTC
executive officers.
• Does not have any role in the UTC Compensation
Committee’s determination of his own
compensation.

UTC Management and the Independent Consultant

• Provide insight and assistance.
• UTC’s Executive Vice President & Chief Human
Resources Officer, along with UTC’s Human
Resources staff and the independent compensation
consultant, provide insights on UTC’s program
design and compensation market data to assist the
UTC Compensation Committee with its decisions.
UTC management also has been delegated
oversight responsibility over UTC executive
compensation plan administration.

UTC Shareowners

• Provide feedback on UTC’s programs.
• In assessing UTC’s program each year, the UTC
Compensation Committee reviews the feedback
received from UTC’s shareowners. This feedback,
along with other factors, helps the UTC
Compensation Committee in its decisions and its
ongoing assessment of the effectiveness of UTC’s
program.

Role of UTC Compensation Committee’s Independent Compensation Consultant
The UTC Compensation Committee has retained Pearl Meyer & Partners (“Pearl Meyer”) to serve as its executive
compensation consultant. Although Pearl Meyer may make recommendations on the form and amount of compensation, the UTC
Compensation Committee makes all decisions regarding the compensation of UTC’s named executive officers and other UTC ELG
members.
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In general, Pearl Meyer advises the UTC Compensation Committee on a variety of subjects, including compensation plan
design and trends, pay-for-performance analytics, benchmarking data and related matters. Pearl Meyer reports directly to the UTC
Compensation Committee, participates in meetings as requested and communicates with the UTC Compensation Committee Chair
between meetings as necessary.
Prior to engaging Pearl Meyer, the UTC Compensation Committee reviewed the firm’s qualifications, independence and any
potential conflicts of interest. Pearl Meyer generally does not perform other services for or receive other fees from UTC. The UTC
Compensation Committee therefore determined that Pearl Meyer qualified as an independent consultant. The UTC Compensation
Committee has the sole authority to modify or approve Pearl Meyer’s compensation, determine the nature and scope of its services,
evaluate its performance, terminate the engagement and hire a replacement or additional consultant at any time.
The UTC Compensation Committee also uses market data from other compensation consulting firms for benchmarking and
other purposes. However, this benchmark data is generally available broadly to these firms’ other consulting clients.
UTC’s Compensation Peer Group
How UTC Uses Peer Group Data.
UTC compares its executive compensation program to those at the 24 companies that make up UTC’s Compensation Peer
Group (“UTC CPG”). Data from a broader range of companies, including the Fortune 100, are used for insight into general
compensation trends and to supplement UTC CPG data when necessary and appropriate. To maintain a sufficiently competitive
executive compensation program, the UTC Compensation Committee believes the target value of each principal element of
compensation should approximate the market median of the companies UTC views as competitors for executive talent. The UTC
Compensation Committee annually evaluates each compensation element relative to the market for each UTC ELG member’s role
and makes adjustments as necessary. However, individual compensation may vary from market median benchmarks based on the
UTC Compensation Committee’s assessment of UTC, business unit/function and individual performance, job scope, retention risk,
tenure and other factors that it determines to be relevant to its evaluation.
How UTC’s Compensation Peer Group is Constructed
The UTC CPG’s composition reflects a mix of both industry and non-industry peers that the UTC Compensation Committee
views as competitors for senior executive talent. 11 of these 24 companies are Dow Jones Industrial Average components. The UTC
Compensation Committee believes the companies in the UTC CPG provide a relevant comparison based on their similarity to UTC
in size, geographic footprint and operational complexity, taking into account factors such as revenue, market capitalization, global
scope of operations, manufacturing footprint, research and development activities and diversified product portfolios. The UTC CPG
is constructed to serve the specific purpose of benchmarking executive compensation. For this reason, UTC does not use the relative
financial performance of the UTC CPG as a performance metric in UTC’s incentive compensation programs.
103

TABLE OF CONTENTS

PRINCIPAL ELEMENTS OF UTC EXECUTIVE COMPENSATION PROGRAM
Base Salaries
To attract and retain talented and qualified executives, UTC provides competitive base salaries, which UTC targets at the
market median. Each year the UTC Compensation Committee reviews the UTC Chief Executive Officer’s recommendations for
base salary adjustments for UTC ELG members relative to peer market data for similar roles. The UTC Compensation Committee
has complete discretion to modify or approve the UTC Chief Executive Officer’s recommendations. The UTC Chief Executive
Officer has no involvement in the UTC Compensation Committee’s determination of his own base salary. Actual salaries may vary
from market medians based on factors such as job scope and responsibilities, experience, tenure, individual performance, retention
risk and internal pay equity. Carrier anticipates following a similar methodology in setting base salaries.
2019 Base Salaries for Carrier Named Executive Officers
The following table sets forth the base salary of each of our named executive officers as of December 31, 2019. During the
year, Mr. Gitlin received a merit base salary increase and an increase to reflect a market data driven adjustment in connection with
his role as President and Chief Executive Officer of a soon to be public company. Mr. Pine received a salary increase due to his
promotion to President, HVAC Residential. Messrs. Nelson and Timperman each received merit-based increases.
Base Salary
as of December 31, 2019

Named Executive Officer

David Gitlin, President and Chief Executive Officer
Timothy McLevish, Chief Financial Officer
Christopher Nelson, President, HVAC
Jurgen Timperman, President, Fire & Security
Matthew Pine, President, HVAC – Residential

$
$
$
$
$

1,000,000
800,000
600,000
500,000
410,000

Annual Bonuses
UTC’s Objectives
The UTC Compensation Committee believes its methodology for determining annual bonus awards accomplishes the
following objectives:
•

Sets financial performance goals that are consistent with the UTC Compensation Committee’s assessment of the
opportunities and risks for the upcoming year, as communicated to investors.

•

Establishes challenging but achievable performance goals for UTC’s executives.

•

Provides incentive opportunities that are market competitive.

•

Allows the UTC Compensation Committee to make discretionary adjustments if it determines that measured performance
does not fully align with its assessment of overall performance.

Annual Bonus Targets
The UTC Compensation Committee approves annual bonus target levels based on relevant market data for each UTC ELG
member’s role. Target levels are expressed as a percentage of base salary and generally approximate the market median.
Pool Determination
Annual bonus funding pools are calculated by first multiplying each executive’s annual bonus target value (base salary
multiplied by target bonus percentage) by the applicable UTC or business unit financial performance factor approved by the UTC
Compensation Committee based on the level of achievement of pre-established financial performance goals. These amounts are then
aggregated to determine award pools for Corporate executives and each business unit, and are subsequently allocated among eligible
executives based on individual performance.
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Individual Performance
UTC named executive officers begin the year with individual financial, strategic and operational objectives. Based on the UTC
Chief Executive Officer’s assessment of each UTC named executive officer’s performance, he may recommend that the UTC
Compensation Committee make a discretionary adjustment to increase or decrease the annual bonus calculated using the applicable
financial performance factor. The UTC Compensation Committee considers these recommendations and makes adjustments as it
deems appropriate. UTC’s Chief Executive Officer has no role in the UTC Compensation Committee’s determination of his own
annual bonus.
UTC Compensation Committee’s Use of Discretion in Determining Annual Bonus Awards
UTC’s annual bonus program is designed to closely align individual payouts with performance relative to pre-established
goals. However, the UTC Compensation Committee retains the authority to make upward or downward adjustments if it determines
that UTC, business unit and/or individual performance measured by the metrics does not accurately reflect the overall quality of
performance for the year. Although the achievement of financial performance goals remains the primary basis for determining actual
annual bonus amounts, the UTC Compensation Committee has previously made positive and negative discretionary adjustments to
financial performance factors and as a result of individual performance. Examples of situations that could result in discretionary
adjustment include:
•

Material, unforeseen circumstances beyond UTC management’s control that affected financial performance results relative
to the established goals or certain non-recurring charges or credits unrelated to operating performance;

•

Tax or accounting rule adjustments that positively or negatively impact performance;

•

Changes to UTC’s capital structure;

•

An executive’s performance relative to specific individual annual objectives; or

•

An executive’s failure to adhere to UTC’s Code of Ethics, Enterprise Risk Management program or other UTC policies.

2019 Annual Bonuses for Carrier Named Executive Officers
In 2019, with respect to our named executive officers who were members of the UTC ELG, their 2019 annual bonuses were
determined in accordance with the process described above, except that Mr. Gitlin provided input on adjustments for Carrier’s other
named executive officers to UTC’s Chief Executive Officer. Carrier anticipates following a methodology in determining annual
bonuses similar to the one used by UTC.
The following table sets forth for each of our named executive officers the annual target bonus percentage in effect as of
December 31, 2019 and the actual bonus payout for 2019 reflected as a percentage of base salary in effect on December 31, 2019.
Named Executive Officer

Target Bonus

David Gitlin, President and Chief Executive Officer
Timothy McLevish, Chief Financial Officer
Christopher Nelson, President, HVAC
Jurgen Timperman, President, Fire & Security
Matthew Pine, President, HVAC – Residential
(1)

125%
100%
80%
80%
60%

Actual Bonus Payout(1)

120%
21%
58%
60%
51%

Actual payout for Mr. Gitlin reflects blended target bonus in light of a target bonus increase provided in 2019 and also takes into account his time worked in his
prior UTC role before transitioning to Carrier and the associated UTC actual payout factor. Actual payout for Mr. Pine reflects blended target bonus in light of
a target bonus increase provided in 2019. Actual payout for Mr. McLevish was prorated to reflect time worked during 2019.

Under the terms of the 2019 annual bonus program, payout factors begin at 50% of target (for threshold-level performance) and
are capped at 200% of target (for maximum-level performance). There are no payouts for below threshold-level performance and at
no point can the UTC Compensation Committee approve a payout factor above 200% of target.
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For 2019, the size of the Carrier annual bonus was determined based on the performance of Carrier relative to pre-established
annual performance goals at threshold, target and maximum levels for two financial metrics: earnings growth (“EBIT”) and free
cash flow (“FCF”).

EBIT is defined as earnings before interest and taxes at constant currency, adjusted for restructuring, non-recurring and other
significant, non-operational items, and the impact of acquisitions/divestitures and it measures the immediate impact of operating
decisions on the annual performance of Carrier.
FCF is an internal measure at constant currency, and defined as consolidated net cash flow provided by operating activities, less
capital expenditures, and adjusted for restructuring, non-recurring and other significant, non-operational items. FCF measures
Carrier’s ability to generate cash to fund our operations and key business investments.
The UTC Compensation Committee believes annual bonuses should not be positively or negatively impacted by short-term
decisions made in the best interest of long-term business strategies. Using non-GAAP performance measures encourages decisionmaking that considers long-term value creation that does not conflict with short-term incentive metrics. Adjustments for
restructuring, non-recurring and other significant, non-operational items and acquisitions and divestures provides a more stable
performance assessment of Carrier’s core business, and aligns compensation opportunities with the non-GAAP financial
expectations we communicate to investors.
The actual level of achievement of the goal for each metric is included in the table below.
Metrics

EBIT
Threshold
Target
Maximum
FCF
Threshold
Target
Maximum

Bonus
Performance
Goal

Bonus
Payout Factor
(as a % of target)

Bonus
Performance
Result

Bonus
Actual Payout
Factor

$2.845 billion
$3.160 billion
$3.475 billion

50%
100% $2.963 billion
200%

69%

$1.695 billion
$2.260 billion
$2.825 billion

50%
100% $1.921 billion
200%

70%

Total Carrier Bonus
Performance
Multiplier

69%

Long-Term Incentive Awards
Each year the UTC Compensation Committee reviews the design of UTC’s long-term incentive (“LTI”) awards to ensure
consistency with the UTC program’s fundamental objective of aligning the interests of UTC executives and UTC shareowners while
attracting and retaining talented senior leaders. UTC’s annual LTI awards are subject to three-year, service-based (and in the case of
PSUs, performance-based) vesting requirements, with limited exceptions for death, disability, retirement, change-in-control and
certain qualifying involuntary terminations.
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Performance Share Units (“PSUs”)
UTC PSUs vest at the end of a three-year performance period if, and to the extent that, UTC achieves performance goals
established by the UTC Compensation Committee. When a UTC PSU vests, it converts into one share of UTC common stock.
Unvested UTC PSUs do not earn dividend equivalents. UTC PSUs are designed to deliver market median compensation at target
levels of performance. Performance below or above target levels will result in payouts that differ from the market median.
Stock Appreciation Rights (“SARs”)
UTC SARs entitle the award recipient to receive at the time of exercise shares of UTC common stock with a market value
equal to the difference between the market price of UTC common stock on the date the UTC SARs are exercised and the exercise
price that was set at the grant date (i.e., the closing price of UTC common stock on the date of grant). UTC SARs vest and become
exercisable after three years and expire 10 years from the grant date.
To align UTC shareowner and UTC executive interests, UTC SAR awards directly link UTC named executive officer
compensation to share price appreciation. The UTC Compensation Committee believes the 10-year term of these awards
incentivizes long-term shareowner value creation.
Special Equity-Based Awards
The UTC Compensation Committee also may, from time to time, approve special equity grants for purposes such as
recruitment, retention and recognition, or to drive the achievement of specific strategic performance goals. These special grants may
be in the form of UTC PSUs, UTC SARs, UTC restricted stock units (“RSUs”), UTC restricted stock or UTC performance-based
SARs.
Treatment of LTI Awards in Connection with the Distribution
For a description of the adjustments that are expected to be made to outstanding UTC LTI awards, including those held by
Carrier named executive officers, in connection with the distribution, see “The Separation and Distribution—Treatment of EquityBased Compensation.”
2019 LTI Awards for Carrier Named Executive Officers
For 2019, the target grant date value of UTC annual LTI awards granted to each Carrier named executive officer is set forth in
the table below. The 2019 Annual LTI Award value, which is the approved value, varies from the total amount reported in the
Summary Compensation table under Stock Awards and Option Awards because UTC uses a 30-day average closing price of UTC
common stock in determining the number of shares to be awarded.
Named Executive Officer

2019 Annual LTI Award

David Gitlin, President and Chief Executive Officer(1)
Timothy McLevish, Chief Financial Officer(2)
Christopher Nelson, President, HVAC(1)
Jurgen Timperman, President, Fire & Security(1)
Matthew Pine, President, HVAC – Residential(3)

$
$
$
$

4,100,000
N/A
1,600,000
1,050,000
500,000

(1)

Reflects annual LTI awards in the form of 50% UTC PSUs and 50% UTC SARs, which are subject to UTC’s standard schedule of terms, including a three-year
vesting requirement.

(2)

Mr. McLevish joined Carrier in September 2019 and therefore did not receive any 2019 annual LTI awards.

(3)

Reflects annual LTI awards in the form of 50% UTC SARs, 30% UTC PSUs and 20% UTC RSUs, which are subject to UTC’s standard schedule of terms,
including a three-year vesting requirement.

The number of UTC RSUs, UTC PSUs and UTC SARs awarded pursuant to an annual LTI award is determined based on the
30-day average of UTC’s closing stock price prior to the grant date. This method stabilizes the impact of potential volatility of
UTC’s stock price on the date of grant. However, because the award value is ultimately determined based on the closing price of
UTC common stock on the grant date and other accounting valuation assumptions, the value approved by the UTC Compensation
Committee differs from the grant date fair value shown in the Summary Compensation Table.
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The terms of the UTC PSU awards granted to our named executive officers in 2019 provide for vesting based on performance
relative to earnings per share (“EPS”) and return on invested capital (“ROIC”) goal (each weighted at 35%) and a relative total
shareowner return (“TSR”) goal (weighted at 30%). To allow performance to be measured at the time of the distribution, at its
February 2019 meeting, the UTC Compensation Committee set three annual EPS growth goals (with underlying quarterly
assumptions) for the 2019 PSU award. This differs from UTC’s historical practice of setting a three-year EPS compound annual
growth rate goal. ROIC and TSR goals continue to be measured relative to a three-year performance period. Vesting occurs
following the three-year performance period and payouts can range from 8% of target if threshold performance is achieved for the
least weighted metric (relative TSR) to a maximum payout of 200% if maximum performance is achieved for all three metrics. If
UTC’s three-year TSR is negative, the payout for the TSR portion of the award is capped at 100% regardless of UTC’s relative TSR
performance versus the companies within the S&P 500.
Other LTI Awards Granted to Carrier Named Executive Officers in 2019
In addition to the 2019 annual LTI awards described above, the following UTC LTI awards were granted to Carrier named
executive officers in 2019:
•

Mr. McLevish received a sign-on equity award with a target value of $4,000,000, in the form of 25% RSUs and 75%
SARs, which are subject to UTC’s standard schedule of terms, including a three-year vesting requirement, except that the
awards also vest upon a termination of Mr. McLevish’s employment without cause or Mr. McLevish’s retirement (defined
as termination of employment on or after age 65) on or after October 31, 2021.

•

Messrs. Nelson, Timperman and Pine each received a one-time equity award with a target grant date value of $3,000,000,
with 50% in the form of UTC RSUs and 50% in the form of UTC SARs, which will vest three years from the grant date.
108

TABLE OF CONTENTS

OTHER UTC COMPENSATION ARRANGEMENTS
UTC Retirement and Deferred Compensation Benefits
UTC’s retirement and deferred compensation plans help UTC attract and retain talented executives. Over the years, the UTC
Compensation Committee has updated these programs to maintain a competitive position within an evolving market. UTC believes
the overall design of its retirement and deferred compensation programs is currently consistent with compensation practices in the
marketplace and provides participating executives with benefits that approximate the UTC CPG market median.
Below are brief descriptions of each retirement and deferred compensation arrangement offered by UTC.
Plan

Description

UTC Pension Plan

A tax-qualified defined benefit pension plan that provides retirement benefits to employees hired prior
to January 1, 2010. Effective December 31, 2014, participants hired prior to July 1, 2002, who had
been covered by a final average earnings formula of this plan transitioned to a cash balance formula,
which was already in effect for participants hired on or after July 1, 2002. Under the cash balance
formula, participants earn two types of credits—pay credits and interest credits. Effective December
31, 2019, this plan was frozen, other than with respect to interest credits on cash balance accounts in
the plan and active participants who were previously eligible for cash balance benefits under this plan
became eligible for equivalent age-based contributions under the UTC Employee Savings Plan.

UTC Pension
Preservation Plan

An unfunded, nonqualified defined benefit pension plan that mirrors the benefit formula, compensation
recognition, retirement eligibility and vesting provisions of the tax-qualified UTC Pension Plan. For
employees hired prior to January 1, 2010, it provides pension benefits not provided under the taxqualified pension plan because of Internal Revenue Code limits. Effective December 31, 2019, this
plan was frozen, other than with respect to interest credits on cash balance accounts in the plan and
active participants who were previously eligible for cash balance benefits became eligible for
equivalent age-based contributions under the UTC Company Automatic Contribution Excess Plan.

UTC Employee Savings
Plan

A tax-qualified defined contribution plan where employees receive a matching contribution in the form
of UTC stock units with a value equal to 60% of the first 6% of pay (consisting of base salary plus
annual bonus) contributed by the employee. Salaried employees hired on or after January 1, 2010,
receive an additional age-based company contribution (ranging from 3% to 5.5% of earnings) to their
UTC Employee Savings Plan account. Effective January 1, 2020, salaried employees hired prior to
January 1, 2010, who previously participated in the UTC Pension Plan now receive additional agebased Company contributions (ranging from 3% to 8% of earnings), an amount equivalent to the cash
balance benefits previously provided under UTC’s pension plans.

UTC Savings
Restoration Plan

An unfunded, nonqualified plan that permits eligible employees to defer up to 6% of their
compensation to the extent such compensation exceeds the Internal Revenue Code compensation limit
applicable to the qualified UTC Employee Savings Plan. UTC provides matching contributions in the
form of UTC stock units at the same rate (60% of the 6% of pay) that would have been provided in the
UTC Employee Savings Plan, if not for Internal Revenue Code limits.
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Plan

Description

UTC Company
Automatic Contribution
Excess Plan

An unfunded, nonqualified plan in which eligible employees may receive an age-based company
automatic contribution for amounts above the Internal Revenue Code limits applicable to the qualified
UTC Employee Savings Plan. For employees hired on or after January 1, 2010, these age-based
contributions range from 3% to 5.5% of earnings. Beginning January 1, 2020, employees hired prior to
January 1, 2010, who previously participated in UTC’s pension plans, now receive company
contributions ranging from 3% to 8% of earnings. The plan also provides missed matching
contributions for employees whose contributions to the UTC Employee Savings Plan are limited by the
Internal Revenue Code’s contribution limits.

UTC Deferred
Compensation Plan

An unfunded, nonqualified, deferred compensation plan that allows UTC executives the opportunity to
defer up to 50% of base salary and up to 70% of annual bonus.

UTC PSU Deferral Plan

An unfunded, nonqualified, deferred compensation plan that allows UTC executives to defer between
10% and 100% of their vested PSU awards. Upon vesting, the deferred portion of each UTC PSU
award is converted into UTC deferred stock units that accrue dividend equivalents.

UTC Perquisites and Other Benefits
UTC provides the following benefits to UTC’s senior executives, which the UTC Compensation Committee believes are
consistent with market practice and contributes to recruitment and retention. UTC has also historically provided certain personal
aircraft usage and security arrangements that are not described below because they apply exclusively to UTC’s Chief Executive
Officer.
Perquisite/Benefits

Description

UTC ELG Life
Insurance

UTC ELG members appointed prior to January 31, 2015, may receive company-funded life insurance
coverage up to three times their base salary at age 62 (projected or actual). This benefit is not available
to any of the Carrier named executive officers other than Mr. Gitlin.

UTC ELG Long-Term
Disability

The UTC ELG long-term disability program provides an annual benefit upon disability that is equal to
80% of base salary plus target annual bonus.

Healthcare

UTC ELG members are eligible to participate in the same health benefit program offered to other
employees.

Executive Physical

UTC ELG members are eligible for a comprehensive annual executive physical.

Executive Leased
Vehicle

UTC provides UTC ELG members with an annual allowance toward the costs of a leased vehicle. For
UTC ELG members, the value of the allowance varies by UTC ELG appointment date. Any costs
above the annual allowance are generally paid directly by the UTC executive.

Financial Planning

UTC ELG members are eligible to receive an annual financial planning benefit.

UTC Succession Planning
On an annual basis, UTC’s Chairman & Chief Executive Officer and UTC’s Executive Vice President & Chief Human
Resources Officer provide the UTC Board of Directors with information about the succession planning for key senior leadership
roles, including the UTC Chief Executive Officer. Succession plans include a readiness assessment, biographical information and
future career development plans. The UTC Board of Directors’ views are incorporated into succession plans, which are updated
annually based on this feedback. Carrier anticipates following a similar methodology.
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UTC Post-Employment Restrictive Covenants
UTC senior executives and UTC ELG members may not engage in activities after termination or retirement that are detrimental
to UTC, such as disclosing proprietary information, soliciting UTC employees or engaging in competitive activities. Violations can
result in a clawback of annual and LTI awards. These restrictions will also apply to Carrier senior executives and ELG members
following the distribution.
UTC Clawback Policy
UTC has a comprehensive policy on recoupment (“clawback”) of executive compensation, which applies to both UTC’s annual
and LTI compensation programs. In the event of a financial restatement or recalculation of a financial metric applicable to an award,
UTC has the right to recover annual bonus payments and gains realized from vested LTI awards from any UTC executive (including
UTC named executive officers) involved in activities that caused the restatement or recalculation. Clawbacks of bonuses, LTI
awards and compensation realized from prior awards also may be triggered by violations of UTC’s Code of Ethics, failure to meet
employee health and safety standards, violations of post-employment restrictive covenants or the exposure of UTC to excessive risk
as determined under our Enterprise Risk Management program. In addition, UTC has the right to recover compensation when a
UTC executive’s negligence (including negligent supervision of a subordinate) causes significant harm to UTC. If required or
otherwise appropriate, UTC may publicly disclose the circumstances surrounding the UTC Compensation Committee’s decision to
seek recoupment. Carrier will also have these clawback rules following the distribution.
No Short Sales, Pledging or Hedging of UTC Securities and No Underwater Option Buyouts
UTC prohibits directors, officers and employees from entering into transactions involving short sales of UTC securities.
Further, directors and executive officers are prohibited from pledging or assigning an interest in UTC common stock, stock options
or other equity interests as collateral for a loan. Transactions in put options, call options or other derivative securities that have the
effect of hedging the value of UTC securities also are prohibited, whether or not those securities were granted to or held, directly or
indirectly, by a director, officer or employee. Carrier will have the same prohibitions following the distribution.
Tax Deductibility of UTC Incentive Compensation
To the extent consistent with other compensation objectives, the UTC Compensation Committee has sought to minimize UTC’s
compensation-related tax burden. Section 162(m) of the Code limits UTC’s deduction to $1 million for annual compensation paid to
its covered employees, as defined in section 162(m).
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GOING FORWARD CARRIER COMPENSATION ARRANGEMENTS
Overview
Immediately after the distribution, Carrier’s executive compensation program will be similar to UTC’s executive compensation
program, and will generally be comprised of base salary, an annual performance-based bonus, annual LTI awards and limited
executive perquisites.
In connection with the separation, Carrier generally expects to adopt compensation and benefit plans, including deferred
compensation, retirement plans and supplemental retirement plans, that are similar to those in effect at UTC before the separation,
except that Carrier will not adopt a plan that is similar to the UTC Pension Plan. Carrier will also adopt an annual bonus plan and
change in control severance plan, each as described below, and the 2020 Long-Term Incentive Plan (which is described in this
prospectus under the heading “Carrier Global Corporation 2020 Long-Term Incentive Plan”). In addition, Carrier’s executive
compensation philosophy and practices will initially mirror those at UTC. Following the distribution, the Carrier Compensation
Committee will consider and develop Carrier’s compensation programs, plans, philosophy and practices, consistent with Carrier’s
business needs and goals.
Carrier Compensation Consultant and Peer Group
In anticipation of the separation, Pearl Meyer has been retained by the UTC Compensation Committee to serve as the initial
compensation consultant to the Carrier Compensation Committee commencing on the distribution. However, after the distribution,
the Carrier Compensation Committee will review and determine whether to continue to engage Pearl Meyer as its compensation
consultant.
Also in anticipation of the separation, the UTC Compensation Committee has approved an initial Compensation Peer Group for
Carrier consisting of the following companies: 3M Co., Cummins Inc., Danaher Corp., Dover Corp., Eaton Corp. plc, Emerson
Electric Co., Fortive Corp., Honeywell International Inc., Illinois Tool Works Inc., Ingersoll-Rand Plc, Johnson Controls
International Inc., Lear Corp., Parker-Hannifin Corp., Rockwell Automation, Inc., Stanley Black & Decker, Inc., TE Connectivity
Ltd., Western Digital Corp and Whirlpool Corp. These companies were selected based on the following criteria: similarity to Carrier
in size, geographic footprint and operational complexity, taking into account factors such as revenue, market capitalization, global
scope of operations, manufacturing footprint and research and development activities. Although the Compensation Peer Group after
the distribution will be determined by the Carrier Compensation Committee and its compensation consultant, it is expected that the
Carrier Compensation Peer Group described above will be considered in Carrier’s initial executive compensation decisions.
Compensation Arrangements with Carrier Named Executive Officers
UTC entered into an offer letter with Timothy McLevish, the Chief Financial Officer of Carrier, in connection with his
commencement of employment on September 30, 2019. The offer letter provides for an annual compensation package consisting of
a base salary of $800,000, a target annual bonus award of 100% of base salary (prorated for 2019) and an annual equity award
generally consisting of RSUs, SARs and PSUs, with a target 2020 annual equity award opportunity of $3,500,000. In addition, the
offer letter provides for a sign-on equity award valued at $4,000,000, in the form of 25% RSUs and 75% SARs, which vests after
three years of employment or, if earlier, upon a termination of Mr. McLevish’s employment without cause or Mr. McLevish’s
retirement (defined as termination of employment on or after age 65) on or after October 31, 2021. The offer letter also provides for
a relocation benefits package in connection with Mr. McLevish’s relocation to Palm Beach Gardens, Florida.
Carrier Executive Annual Bonus Plan
It is expected that Carrier will adopt an executive annual bonus plan to become effective upon, and subject to, the occurrence of
the distribution. The eligible participants under the annual bonus plan would include the named executive officers of Carrier.
Pursuant to the bonus plan, each Carrier named executive officer will be eligible for a discretionary bonus payable based on the
achievement of performance goals established by the Carrier Compensation Committee based on financial, operational, strategic
performance measures, individual performance measures and/or such
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other measures as may be determined by the Carrier Compensation Committee. The performance period under the bonus plan will
be Carrier’s fiscal year, unless otherwise designated by the Carrier Compensation Committee. Each bonus paid under the plan will
be in the form of cash or, at the discretion of the Carrier Compensation Committee, restricted stock or restricted stock units.
Upon a change in control (as defined in the bonus plan) of Carrier, each named executive officer will be entitled to receive a
prorated bonus for the portion of the performance period that ends on the change in control, which payment shall be based on the
greater of (1) the officer’s target bonus for the performance period and (2) the officer’s bonus based on the Carrier Compensation
Committee’s determination of the actual level of achievement of the applicable performance goals prior to the change in control and
projecting such performance to the end of the performance period.
Carrier Change in Control Severance Plan
Carrier will adopt a change in control severance plan to become effective upon, and subject to, the occurrence of the
distribution. The eligible participants under the severance plan would include the named executive officers of Carrier and its other
executives.
Pursuant to the severance plan, any Carrier named executive officer who is terminated without cause or resigns for good reason
on, or within the two years following, a change in control (as defined in the severance plan) of Carrier, would be entitled to receive
(subject to the officer’s execution of a release of claims in favor of Carrier and agreement to a one-year post-termination
noncompetition covenant and a two-year post-termination non-solicitation covenant):
•

a lump sum cash severance payment equal to three times (for the Chief Executive Officer) or two times (for the other
named executive officers) the sum of (a) the officer’s annual base salary and (b) the officer’s target annual bonus;

•

a prorated target annual bonus for the year of termination (reduced by any annual bonus payment to which the named
executive officer is entitled for the same period of service);

•

up to 12 months of healthcare benefit coverage continuation at no premium cost to the officer;

•

outplacement services for 12 months; and

•

continued financial planning services for 12 months.

The severance plan provides that, in the event that the payments and benefits to a named executive officer in connection with a
change in control, whether pursuant to the severance plan or otherwise, would be subject to the golden parachute excise tax imposed
under Sections 280G and 4999 of the Code, then the officer will either receive all such payments and benefits and pay the excise
tax, or such payments and benefits will be reduced to the extent necessary so that the excise tax does not apply, whichever approach
results in a higher after-tax amount of the payments and benefits being retained by the officer.
Executive Officer and ELG Member Share Ownership Requirements
Carrier’s Chief Executive Officer, Chief Financial Officer and each other ELG member will be required to own Carrier
common stock (including RSUs and notional shares credited under Carrier’s supplemental retirement and deferred compensation
plans, but excluding stock options, SARs and unvested PSUs) with a value equal to six times (for the Chief Executive Officer), four
times (for the Chief Financial Officer) or three times (for each other ELG member) the individual’s then applicable base salary. The
requisite share ownership level must be achieved within five years after the ownership requirement first applies to the applicable
individual. If the Chief Executive Officer, Chief Financial Officer or other ELG member does not meet the ownership requirement
after this five-year period, then the applicable individual is not permitted to sell shares of Carrier until achieving the required
ownership level.
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Summary Compensation Table

Named
Executive Officer

David Gitlin,
President and
Chief Executive
Officer
Timothy McLevish,
Vice President and
Chief Financial
Officer
Christopher Nelson,
President, HVAC*
Jurgen Timperman,
President,
Fire & Security
Matthew Pine,
President,
HVAC –
Residential**

Change in
Pension Value
and
Nonqualified
Deferred
Compensation
Earnings
($)(4)

All Other
Compensation
($)(5)

Total
Without
Change in
Pension
Value
($)

Year

Salary
($)

Bonus
($)(1)

Stock
Awards
($)(2)

Option
Awards
($)(3)

2019

966,667

1,200,000

2,150,799

2,066,540

969,211

386,063

7,739,280

6,770,069

2018

900,000

1,300,000

2,950,834

1,051,810

—

239,548

6,442,192

6,442,192

2017

812,500

1,100,000

6,855,052

943,250

385,996

181,970

10,278,768

9,892,772

2019

203,030

165,000

1,000,080

2,793,945

—

18,275

4,180,330

4,180,330

2019

593,750

350,000

2,346,684

2,202,364

205,153

98,531

5,796,482

5,591,329

2019

492,500

300,000

2,052,859

1,927,504

—

271,144

5,044,007

5,044,007

2019

405,417

210,000

1,901,672

1,524,376

—

86,239

4,127,704

4,127,704

Total
($)

*

Mr. Nelson was appointed as President, HVAC on March 4, 2020. Prior to such appointment, Mr. Nelson served as President, HVAC – Commercial.

**

Mr. Pine ceased serving as President, HVAC – Residential on March 4, 2020 in connection with his resignation from Carrier, which becomes effective on
March 13, 2020.

(1)

Bonus. Cash bonuses provided under the UTC Annual Executive Incentive Compensation Plan. Payments are primarily based on the achievement of preestablished goals. However, the UTC Compensation Committee retains discretion to adjust annual bonus amounts based on its assessment of overall
performance. Consequently, annual bonuses are reported in the Bonus column rather than in the Non-Equity Incentive Plan Compensation column. For Mr.
McLevish, the amount shown reflects a prorated bonus paid for the period between his date of hire (September 30, 2019) and the end of the calendar year.

(2)

Stock Awards. Grant date fair value of UTC PSUs and UTC RSUs, calculated in accordance with the FASB ASC Topic 718, but excluding the effect of
estimated forfeitures. The assumptions made in calculating the fair value of these awards are set forth in Note 12 to the Combined Financial Statements. PSU
awards are discussed in footnote 2 of the Grants of Plan-Based Awards table. The grant date fair values shown for PSU awards granted in 2019 to our named
executive officers assume target-level performance. If the highest level of performance is achieved, the grant date fair values would be: Mr. Gitlin, $3,588,722;
Mr. Nelson, $1,411,956; Mr. Timperman, $921,694; and Mr. Pine, $262,781.

(3)

Option Awards. Grant date fair value of UTC SARs, calculated in accordance with the FASB ASC Topic 718, but excluding the effect of estimated forfeitures.
The assumptions made in the valuation of these awards are set forth in Note 12 to the Combined Financial Statements.

(4)

Change in Pension Value and Nonqualified Deferred Compensation Earnings. The amounts in this column reflect the change, if any, in the year-over-year
actuarial present value of each executive’s accrued benefit under UTC’s defined benefit plans. Actuarial value computations are based on the assumptions
disclosed in the Pension Benefits table.

(5)

All Other Compensation. The 2019 amounts in this column consist of the following items:
All Other Compensation

Named
Executive
Officer

D. Gitlin
T. McLevish
C. Nelson
J. Timperman
M. Pine

Leased
Vehicle
Payments(a)
($)

Insurance
Premiums(b)
($)

401(k)
Plan
Company
Match(c)
($)

33,289
—
21,933
22,720
21,438

63,604
—
—
—
—

10,080
2,750
10,080
24,080
24,080

Company
Contributions
to
Nonqualified
Deferred
Compensation
Plans(d)
($)

71,520
3,667
30,015
52,675
20,520

Relocation
Benefits(e)
($)

Financial
Planning(f)
($)

Healthcare
Benefits(g)
($)

Miscellaneous
($)

168,289
5,085
—
139,868
—

16,000
3,567
16,000
12,956
—

22,278
3,206
18,632
18,388
20,201

1,003
—
1,871
457
—

(a)

Annual costs incurred by UTC in connection with a leased vehicle provided to the executive.

(b)

Premiums paid on behalf of the executive under the ELG life insurance program. This benefit was eliminated for ELG members
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386,063
18,275
98,531
271,144
86,239
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appointed after January 31, 2015, thereby excluding all but Mr. Gitlin. Under this plan, UTC pays the premiums on a cash value life insurance contract
owned by the executive. Life insurance benefits equal up to three times the executive’s actual or projected base salary at age 62. Once vested (age 55 or
older with three years of service as an ELG member), UTC funds the policy to maintain coverage following retirement.
(c)

Dollar value of company matching contributions made into the UTC Employee Savings Plan, which includes an additional company automatic
contribution for employees hired on or after January 1, 2010 (e.g., Messrs. McLevish, Timperman and Pine) who do not participate in UTC’s pension
plans, which were closed to new participants.

(d)

Dollar value of company contributions to the UTC Savings Restoration Plan (“SRP”) and the UTC Company Automatic Contribution Excess Plan
(“CACEP”). Under the SRP, participants are credited with a benefit equal to the company matching contribution that the executive did not receive under
the UTC Employee Savings Plan due to Internal Revenue Code limits. For executives hired on or after January 1, 2010, including Messrs. McLevish,
Timperman and Pine, the CACEP provides an additional age-based company automatic contribution for compensation earned over Internal Revenue
Code limits.

(e)

Costs associated with relocation expenses, which includes a tax reimbursement payment of $47,264 for Mr. Gitlin and a tax equalization payment of
$116,668 for Mr. Timperman.

(f)

Costs associated with a financial planning benefit available to ELG members.

(g)

Costs incurred by the company associated with annual executive physicals and broad-based company-covered healthcare benefits.

115

TABLE OF CONTENTS

Grants of Plan-Based Awards
Estimated Future Payouts under
Equity Incentive Plan Awards(2)
Named
Executive Officer

D. Gitlin
T. McLevish
C. Nelson

J. Timperman

M. Pine

Grant
Date(1)

2/5/2019
2/5/2019
10/1/2019(7)
10/1/2019(7)
2/5/2019
6/14/2019(8)
2/5/2019
6/14/2019(8)
2/5/2019
6/14/2019(8)
2/5/2019
6/14/2019(8)
2/5/2019
2/5/2019
6/14/2019(8)
2/5/2019
6/14/2019(8)

Threshold (#)

1,464
—
—
—
576
—
—
—
376
—
—
—
107
—
—
—
—

Target
(#)

Maximum (#)

18,300
—
—
—
7,200
—
—
—
4,700
—
—
—
1,340
—
—
—
—

36,600
—
—
—
14,400
—
—
—
9,400
—
—
—
2,680
—
—
—
—

All Other
Stock
Awards:
Number of
Shares of
Stock or
Units (#)(3)

All Other
Option
Awards:
Number of
Securities
Underlying
Options
(#)(4)

—
—
7,475
—
—
11,975
—
—
—
11,975
—
—
—
2,018
11,975
—
—

—
101,500
—
123,900
—
—
39,500
66,200
—
—
26,000
66,200
—
—
—
6,200
66,200

Exercise
or
Base Price
of Option
Awards
($/Sh)(5)

—
120.77
—
133.79
—
—
120.77
125.30
—
—
120.77
125.30
—
—
—
120.77
125.30

Grant Date
Fair Value
of Stock
and Option
Awards(6)
($)

2,150,799
2,066,540
1,000,080
2,793,945
846,216
1,500,468
804,220
1,398,144
552,391
1,500,468
529,360
1,398,144
157,490
243,714
1,500,468
126,232
1,398,144

(1)

The UTC Compensation Committee approved the 2019 annual LTI awards at its February 1, 2019 meeting, specifying the February 5, 2019 grant date.

(2)

Number of UTC PSUs, which vest based on performance relative to three-year EPS growth and ROIC goals (each weighted at 35%) and a three-year relative
TSR goal (weighted at 30%). Vesting ranges from a payout of 8% of target if threshold performance is achieved for the least weighted metric (relative TSR) to
a maximum payout of 200% if maximum performance is achieved for all three metrics. If UTC’s three-year TSR is negative, the payout for the TSR portion of
the award is capped at 100% regardless of UTC’s relative TSR performance versus the companies within the S&P 500. Each PSU corresponds to one share of
UTC common stock. Unvested PSUs do not accrue dividend equivalents. Vested PSUs are settled in unrestricted shares of UTC common stock at the end of the
performance period following the UTC Compensation Committee’s review and approval of performance achievement levels.

(3)

Number of UTC RSUs, which vest three years from the grant date, subject to continued service with the company except in certain limited circumstances
described in the footnotes to the Potential Payments on Termination or Change-in-Control table. Each UTC RSU corresponds to one share of UTC common
stock. When UTC pays a dividend to shareholders, UTC RSUs earn dividend equivalents during the vesting period that are reinvested as additional UTC RSUs.
The reinvested UTC RSUs vest on the same date as the underlying UTC RSUs.

(4)

Number of UTC SARs, which vest and become exercisable three years from the grant date, subject to continued service with the company except in certain
limited circumstances described in the footnotes to the Potential Payments on Termination or Change-in-Control table.

(5)

The UTC SAR exercise price equals the closing price of UTC common stock on the grant date.

(6)

Grant date fair value of awards granted in 2019, with vesting assumed at 100% of target for performance-based awards. Values are calculated in accordance
with the FASB ASC Topic 718, but excluding the effect of estimated forfeitures.

(7)

In connection with his hire, Mr. McLevish received UTC RSU and UTC SAR awards on October 1, 2019. These awards vest three years from the grant date,
subject to continued service with the company except in certain limited circumstances described in the footnotes to the Potential Payments on Termination or
Change-in-Control table. RSUs earn dividend equivalents during the vesting period that are reinvested as additional UTC RSUs each time UTC pays a
dividend to shareowners. The reinvested UTC RSUs vest on the same date as the underlying UTC RSUs.

(8)

Messrs. Nelson, Pine and Timperman each received retention UTC RSU and SAR awards on June 14, 2019, which vest three years from the grant date subject
to the executive’s continued employment, except in certain limited circumstances described in the footnotes to the Potential Payments on Termination or
Change-in-Control table. UTC RSUs earn dividend equivalents during the vesting period that are reinvested as additional UTC RSUs each time UTC pays a
dividend to shareowners. The reinvested UTC RSUs vest on the same date as the underlying UTC RSUs.
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Outstanding Equity Awards At Fiscal Year-End
Option Awards

Named
Executive Officer

D. Gitlin

T. McLevish
C. Nelson

J. Timperman

M. Pine

Grant
Date

2/5/2019
1/2/2018
10/11/2017
1/3/2017
1/4/2016
1/2/2015
1/2/2014
11/12/2013
1/2/2013
8/1/2012
10/1/2019
6/14/2019
2/5/2019
1/2/2018
6/15/2017
1/3/2017
6/1/2015
6/14/2019
2/5/2019
1/2/2018
10/16/2017
10/2/2017
1/3/2017
10/1/2013
6/14/2019
2/5/2019
1/2/2018
1/3/2017
11/1/2016

Number of
Securities
Underlying
Unexercised
Options
(#)
Exercisable

—
—
—
—
79,000
46,000
24,500
—
18,900
45,036
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

Number of
Securities
Underlying
Unexercised
Options
(#)
Unexercisable
101,500(6)

53,500(7)
—
55,000(8)
—
—
—
—
—
—
123,900(15)
66,200(14)
39,500(6)
21,000(7)
—
21,000(8)
—
66,200(14)
26,000(6)
11,500(7)
—
—
6,400(8)
—
66,200(14)
6,200(6)
4,500(7)
2,600(8)
—

Number of
Securities
Underlying
Unexercised
Unearned
Options
(#)

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

Stock Awards

Option
Exercise
Price
($)(1)

120.77
128.16
—
110.83
95.57
115.04
112.49
—
84.00
74.79
133.79
125.30
120.77
128.16
—
110.83
—
125.30
120.77
128.16
—
—
110.83
—
125.30
120.77
128.16
110.83
—

Option
Expiration
Date

Number of
Shares or
Units of
Stock
That Have
Not Vested
(#)(2)

Market
Value of
Shares or
Units of
Stock
That Have
Not Vested
($)(3)

2/4/2029
1/1/2028
—
1/2/2027
1/3/2026
1/1/2025
1/1/2024
—
1/1/2023
7/31/2022
9/30/2029
6/13/2029
2/4/2029
1/1/2028
—
1/2/2027
—
6/13/2029
2/4/2029
1/1/2028
—
—
1/2/2027
—
6/13/2029
2/4/2029
1/1/2028
1/2/2027
—

—
6,793(10)
35,737(13)
7,917(11)
—
—
—
16,104(12)
—
—
7,475(15)
12,101(14)
—
2,612(10)
17,522(16)
2,995(11)
9,510(12)
12,101(14)
—
1,463(10)
8,944(12)
4,468(17)
2,444(11)
937(17)
12,101(14)
2,062(9)
1,521(10)
1,219(11)
1,850(18)

—
1,017,320
5,351,973
1,185,650
—
—
—
2,411,735
—
—
1,119,456
1,812,246
—
391,173
2,624,095
448,531
1,424,218
1,812,246
—
219,099
1,339,453
669,128
366,013
140,325
1,812,246
308,805
227,785
182,557
277,056

Equity
Incentive
Plan
Awards:
Number
of
Unearned
Shares,
Units
or Other
Rights
That
Have
Not
Vested
(#)(4)

36,600
32,200
—
20,862
—
—
—
—
—
—
—
—
14,400
12,600
—
7,866
—
—
9,400
7,000
—
—
1,756
—
—
2,680
1,960
479
—

Equity
Incentive
Plan
Awards:
Market or
Payout
Value of
Unearned
Shares,
Units
or Other
Rights
That
Have
Not
Vested
($)(5)

5,481,216
4,822,272
—
3,124,293
—
—
—
—
—
—
—
—
2,156,544
1,886,976
—
1,178,012
—
—
1,407,744
1,048,320
—
—
262,979
—
—
401,357
293,530
71,735
—

(1)

The exercise price of each UTC SAR equaled the closing price of UTC common stock on the grant date.

(2)

UTC RSUs, which include dividend equivalents (if applicable), earned during the vesting period that are reinvested as additional UTC RSUs each time UTC pays a dividend to
shareowners. The reinvested UTC RSUs vest on the same date as the underlying UTC RSUs.

(3)

Calculated by multiplying the number of unvested UTC RSUs by $149.76, the NYSE closing price of UTC common stock on the last trading day of 2019.

(4)

UTC PSUs that are subject to vesting contingent on company performance relative to pre-established performance goals measured over a three-year period and the executive’s
continued employment, except in certain limited circumstances as detailed in footnotes to the Potential Payments on Termination or Change-In-Control tables. The number of
shares shown with respect to UTC PSU awards granted in 2018 and 2019 assumes maximum-level performance, based on vesting estimates as of December 31, 2019. The
number of shares shown for the 2017 UTC PSU awards reflect vesting at 114% of target based on actual performance through December 31, 2019. The service condition for
this award was satisfied on January 3, 2020.

(5)

Calculated by multiplying the number of unvested 2019 and 2018 PSUs and the number of vested 2017 PSUs by the NYSE closing price of UTC common stock on the last
trading day of 2019.

(6)

UTC SARs scheduled to vest on February 5, 2022, subject to the executive’s continued employment, except in certain limited circumstances as described the footnotes to the
Potential Payments on Termination or Change-in-Control table.
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(7)

UTC SARs scheduled to vest on January 2, 2021, subject to the executive’s continued employment, except in certain limited circumstances as described the
footnotes to the Potential Payments on Termination or Change-in-Control table.

(8)

UTC SARS that vested on January 3, 2020.

(9)

UTC RSUs scheduled to vest on February 5, 2022, subject to the executive’s continued employment, except in certain limited circumstances described the
footnotes to the Potential Payments on Termination or Change-in-Control table. These UTC RSU awards earn dividend equivalents during the vesting period,
which vest at the same time as the underlying UTC RSUs.

(10) UTC RSUs scheduled to vest on January 2, 2021, subject to the executive’s continued employment, except in certain limited circumstances described the
footnotes to the Potential Payments on Termination or Change-in-Control table. These UTC RSU awards earn dividend equivalents during the vesting period,
which vest at the same time as the underlying UTC RSUs.
(11) UTC RSUs scheduled to vest on January 3, 2020, subject to the executive’s continued employment, except in certain limited circumstances described the
footnotes to the Potential Payments on Termination or Change-in-Control table. These UTC RSU awards earn dividend equivalents during the vesting period,
which vest at the same time as the underlying UTC RSUs.
(12) ELG RSUs granted upon the executive’s appointment to the ELG, which vest in the event of a mutually agreeable separation following three years of ELG
service or upon death, disability or qualified termination following a change-in-control. These UTC RSU awards earn dividend equivalents during the vesting
period, which vest at the same time as the underlying UTC RSUs.
(13) Retention RSU award granted to Mr. Gitlin, which will vest on October 11, 2020, subject to continued employment or earlier in the case of death, disability or
qualifying termination following a change-in-control. This UTC RSU award earns dividend equivalents during the vesting period, which vest at the same time
as the underlying UTC RSUs.
(14) Special Retention UTC SAR and UTC RSU awards granted to Messrs. Nelson, Timperman and Pine, which will vest on June 14, 2022, subject to continued
employment or earlier in the case of death, disability or qualifying termination following a change-in-control. The UTC RSU awards earn dividend equivalents
during the vesting period, which vest at the same time as the underlying UTC RSUs.
(15) UTC SAR and UTC RSU awards granted to Mr. McLevish in connection with his hire, which will vest on October 1, 2022, subject to continued employment
or earlier in the case of death, disability, retirement (on or after October 31, 2021), involuntary termination (other than for cause) or qualifying termination after
a change-in-control. The UTC RSU award earns dividend equivalents during the vesting period, which vest at the same time as the underlying UTC RSUs.
(16) Retention UTC RSU award granted to Mr. Nelson, which will vest on June 15, 2021, subject to continued employment or earlier in the case of death, disability
or qualifying termination following a change-in-control. This UTC RSU award earns dividend equivalents during the vesting period, which vest at the same
time as the underlying UTC RSUs.
(17) Retention UTC RSU award granted on October 1, 2013 and Chairman’s UTC RSU award granted to Mr. Timperman on October 2, 2017, which will vest on
October 1, 2021 and October 2, 2021, respectively, subject to continued employment or earlier in the case of death, disability or qualifying termination
following a change-in-control. These UTC RSU awards earn dividend equivalents during the vesting period, which vest at the same time as the underlying
UTC RSUs.
(18) Chairman’s UTC RSU award granted to Mr. Pine, which will vest on November 1, 2020, subject to continued employment or earlier in the case of death,
disability or qualifying termination following a change-in-control. This UTC RSU award earns dividend equivalents during the vesting period, which vest at
the same time as the underlying UTC RSUs.

Option Exercises and Stock Vested

Named
Executive Officer

D. Gitlin
T. McLevish
C. Nelson
J. Timperman
M. Pine

Option Awards(1)
Number of
Shares Acquired
Value Realized on
on Exercise (#)
Exercise ($)(2)

—
—
81,906
13,200
2,400

—
—
2,669,205
584,168
79,334

Stock Awards(3)
Number of
Shares Acquired
Value Realized on
on Vesting (#)
Vesting ($)(4)

18,328
—
13,556
12,704
4,442

2,249,212
—
1,742,829
1,646,787
568,269

(1)

UTC SARs exercised during 2019.

(2)

Calculated by multiplying the number of shares acquired on exercise by the difference between the market price of UTC common stock on the exercise date
and the exercise price of the UTC SAR.

(3)

UTC PSUs and UTC RSUs that converted to shares of UTC common stock on a one-for-one basis upon vesting in 2019. UTC PSUs granted on January 4,
2016 vested at 114% of target on February 11, 2019, based on performance through December 31, 2018.

(4)

Calculated by multiplying the number of vested UTC PSUs and UTC RSUs by the market price of UTC common stock on the vesting date.
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Pension Benefits
Named
Executive Officer

D. Gitlin

T. McLevish(2)

C. Nelson(3)

J. Timperman(2)

M. Pine(2)

Number of
Years Credited
Service (#)

Plan Name

UTC Pension Plan
UTC Pension Preservation Plan
Total
UTC Pension Plan
UTC Pension Preservation Plan
Total
UTC Pension Plan
UTC Pension Preservation Plan
Total
UTC Pension Plan
UTC Pension Preservation Plan
Total
UTC Pension Plan
UTC Pension Preservation Plan
Total

Present Value of
Accumulated
Benefit($)(1)

22
22
—
—
—
—
16
16
—
—
—
—
—
—
—

Payments During
Last Fiscal Year
($)

951,980
1,957,448
2,909,428
—
—
—
329,721
443,776
773,497
—
—
—
—
—
—

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

(1)

The following assumptions were used to determine the present value of the accumulated pension benefit: (i) the named executive officers are assumed to retire
at age 62 for the final average earnings benefit and age 65 for the cash balance benefit, which are the earliest dates on which the named executive officers can
retire without a reduction of benefits due to age; (ii) projected lump-sum payments under the UTC Pension Preservation Plan (“PPP”) final average earnings
benefit are calculated using a lump-sum interest rate of 4.0%; (iii) the amounts shown assume the following form of payment: (a) 70% in a monthly annuity
and 30% in a lump-sum payment for benefits earned under the final average earnings formula of the UTC Pension Plan; (b) a lump-sum payment for benefits
earned under the cash balance formula of the UTC Pension Plan; and (c) an optional form of payment based on the participant’s elections on file for the PPP.

(2)

Messrs. McLevish, Timperman and Pine were hired by UTC after January 1, 2010, and therefore do not participate in UTC’s legacy pension plans.

(3)

Mr. Nelson was hired after July 1, 2002 and therefore, his entire pension benefit is determined based on the cash balance formula. Benefits are available
following termination of employment and are paid as a lump sum or as an equivalent monthly annuity.

Nonqualified Deferred Compensation
Named
Executive Officer

D. Gitlin
T. McLevish
C. Nelson
J. Timperman

M. Pine

Plan

UTC Savings Restoration Plan
UTC Deferred Compensation Plan
UTC Savings Restoration Plan
UTC Savings Restoration Plan
UTC Company Automatic Contribution
Excess Plan
UTC Company Automatic Contribution
Excess Plan

Executive
Contributions
in Last FY
($)(1)

Registrant
Contributions
in Last FY
($)(2)

Aggregate
Earnings
in Last
FY ($)(3)

Aggregate
Withdrawals/
Distributions
($)

Aggregate
Balance at
Last FYE
($)(4)

119,200
66,667
50,025
36,750
—

71,520
3,667
30,015
22,050
30,625

297,587
1,436
201,218
15,861
1,673

—
—
—
—
—

1,203,090
71,769
788,529
108,679
60,859

—

20,520

1,949

—

65,190

(1)

Amounts shown in this column are included in the Salary and Bonus columns of the Summary Compensation Table.

(2)

Amounts shown in this column are included in the All Other Compensation column of the Summary Compensation Table.

(3)

Amounts shown reflect hypothetical investment returns to accounts based on fixed income, bond and equity indices selected by the participant. Participants
may also elect UTC stock units with dividend reinvestments (except for the CACEP). These returns do not constitute above-market earnings.

(4)

The sum of contributions (both by the executive and UTC) and credited earnings on those deferrals, less withdrawals. Of these totals, the following amounts
have been included in the Summary Compensation Table in prior years: $304,080 (Mr. Gitlin).
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Potential Payments on Termination or Change-in-Control
Payment Type

Termination - Involuntary (For Cause)
Cash Payment
Pension Benefit(1)
Option / SAR Value(2)
Stock Awards Value(2)
Sub-Total
Less: Vested Pension
Amount Triggered due to Termination
Termination - Voluntary
Cash Payment
Pension Benefit(1)
Option / SAR Value(3)(4)
Stock Awards Value(3)(4)
Sub-Total
Less: Vested Pension and Equity
Amount Triggered due to Termination
Termination - Involuntary (Not for Cause)
Cash Payment
Pension Benefit(1)
Option / SAR Value(3)(5)
Stock Awards Value(3)(5)(6)
Sub-Total
Less: Vested Pension and Equity
Amount Triggered due to Termination
Termination - Change-in-Control
Cash Payment(8)
Pension Benefit(1)
Option / SAR Value(7)
Stock Awards Value(7)
Sub-Total
Less: Vested Pension and Equity
Amount Triggered due to Termination

D. Gitlin
($)

T. McLevish
($)

C. Nelson
($)

J. Timperman
($)

M. Pine
($)

—
2,624,780
—
—
2,624,780
(2,624,780)
—

—
—
—
—
—
—
—

—
410,524
—
—
410,524
(410,524)
—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
2,624,780
14,707,208
8,702,854
26,034,842
(26,034,842)
—

—
—
—
—
—
—
—

—
410,524
—
—
410,524
(410,524)
—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
2,624,780
14,707,208
11,114,589
28,446,577
(26,034,842)
2,411,735

—
—
1,978,683
1,119,456
3,098,139
—
3,098,139

—
410,524
1,119,930
4,192,232
5,722,686
(410,524)
5,312,162

—
—
414,579
1,264,423
1,679,182
—
1,679,182

—
—
166,018
543,179
709,197
—
709,197

—
2,624,780
17,649,693
19,037,491
39,311,964
(25,070,387)
14,241,577

—
—
1,978,683
1,119,456
3,098,139
—
3,098,139

—
410,524
4,035,487
10,212,733
14,658,744
(410,524)
14,248,220

—
—
2,870,544
6,241,397
9,111,941
—
9,111,941

—
—
1,997,408
3,285,824
5,283,232
—
5,283,232

(1)

Estimated lump-sum value of the nonqualified portion of the retirement benefits accrued under UTC’s pension plans, assuming retirement or termination on
December 31, 2019, payable as of such date or attainment of age 55 (if later) based on the plan’s 2020 lump-sum basis. The present value of benefits payable
under the qualified plan are shown in the Pension Benefits table.

(2)

Outstanding equity awards will be forfeited upon involuntary termination (for cause).

(3)

Equity awards are valued based on the closing price of UTC common stock on the NYSE ($149.76) on the last trading day of 2019. For the 2019 and 2018
PSU awards, values shown reflect estimated performance as of December 31, 2019. The actual vesting of 114% of target is shown for the 2017 PSU grant.

(4)

UTC SARs and UTC RSUs awards granted under UTC’s annual LTI program that are outstanding for more than one year will vest in the event of voluntary
termination only after attaining qualifying retirement (defined as either: (i) age 65; (ii) age 55 plus 10 years of service; or (iii) “Rule of 65” — age 50 to 54 plus
years of service add up to 65 or more). For executives who have attained qualifying retirement status, PSUs outstanding for at least one year will remain
eligible to vest at the completion of the performance period to the extent performance targets are achieved. Mr. Gitlin has satisfied the qualifying retirement
condition of the Rule of 65. For non-retirement eligible executives who voluntarily terminate, all unvested awards are cancelled and vested UTC SARs may be
exercised up to 90 days following separation. With the exception of Mr. McLevish’s 2019 UTC SAR and UTC RSU awards, special out-of-cycle and ELG
RSU awards do not have retirement eligibility treatment and, therefore, forfeit upon voluntary termination. Mr. McLevish’s 2019 UTC SAR and UTC RSU
awards provide for vesting in the event of his retirement on or after October 31, 2021.

(5)

UTC SARs and UTC RSUs awards that are outstanding for more than one year will vest and PSUs will remain eligible to vest (to the extent performance
targets are achieved) in the event of involuntary termination (not for cause) after an executive qualifies for retirement. For executives who have not yet
qualified for retirement, but have held awards for at least one year, in the event of involuntary termination (not for cause) a pro-rata portion of UTC SARs and
UTC RSUs will vest and a pro-rata portion of UTC PSUs will remain eligible to vest at the completion of the performance period to the extent performance
goals are achieved. Special
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out-of-cycle and ELG RSU awards do not have retirement eligibility treatment and, therefore, forfeit upon involuntary termination (not for cause), except for
Mr. McLevish’s 2019 UTC SAR and UTC RSU awards. In the event of involuntary termination (not for cause), Mr. McLevish’s UTC RSU award and UTC
SAR award vest immediately. All vested SARs for Mr. McLevish will remain exercisable for the earlier of one year following the termination date or the
expiration of the UTC SAR.
(6)

ELG RSUs will vest in the case of mutually agreeable separation following three years of ELG service. As of December 31, 2019, only Messrs. Gitlin and
Nelson have met the service condition.

(7)

In the event of qualifying termination following a change-in-control, the UTC Long-Term Incentive Plans provide for the accelerated vesting of all outstanding
equity awards (including awards outstanding for less than one year, special out-of-cycle and ELG RSU awards). PSUs granted under the original 2005 UTC
Long-Term Incentive Plan vest at target performance and PSUs granted under the UTC 2018 Long-Term Incentive Plan vest at the greater of target or actual
performance. As a result, amounts shown for the 2018 PSUs assume target performance, and amounts shown for the 2019 PSUs assume the estimated
performance as of December 31, 2019. For the 2017 PSUs, actual performance vesting (114% of target) is shown. All values shown reflect the closing price of
UTC common stock ($149.76) on the last trading day of 2019.

(8)

None of the named executive officers are eligible for change-in-control benefits under the UTC Senior Executive Severance Plan, which was closed to
participants effective June 2009, and the named executive officers were not otherwise eligible for cash severance in connection with a change-in-control as of
December 31, 2019.
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CARRIER GLOBAL CORPORATION 2020 LONG-TERM INCENTIVE PLAN
Carrier will adopt the Plan in connection with the distribution. The following is a summary of the principal terms of the Plan,
which is qualified in its entirety by reference to the full text of the Plan. The Carrier equity-based compensation awards issued in
connection with the adjustment of outstanding UTC equity-based compensation awards upon the distribution (see “The Separation
and Distribution—Treatment of Equity-Based Compensation”) will be issued pursuant to the Plan and will reduce the shares
authorized for issuance under the Plan.
Purpose of the Plan
The purpose of the Plan is to enable Carrier to implement a compensation program that correlates compensation opportunities
with shareowner value, focuses management on long-term sustainable performance and provides Carrier with a competitive
advantage in attracting, retaining and motivating officers, employees and directors.
Administration of the Plan
The Plan will be administered by the Board or, if the Board elects, by the Carrier Compensation Committee or any other
committee of the Board as designated by the Board from time to time. All references in this section to the “Committee” refer to the
Board as a whole or the applicable committee designated by the Board. Subject to applicable law, the Committee may allocate all or
any portion of its responsibilities and powers to any one or more of its members or other persons it selects, provided that no
delegation of authority will be permitted that would cause a transaction pursuant to the Plan to be subject to (and not exempt from)
Section 16(b) of the Exchange Act.
Subject to the terms and conditions of the Plan, the Committee (or its delegate) will have absolute authority to administer the
Plan, including the authority to select the eligible individuals to receive awards, to determine the type of each award, the number of
shares to be granted and the terms and conditions of the awards. The Committee also has authority to adopt procedures or sub-plans
as necessary or advisable to comply with foreign legal or regulatory provisions for awards granted to participants outside of the
United States.
Authorized Shares
The maximum number of shares of Carrier common stock that may be issued pursuant to awards granted under the Plan shall
be 90,000,000 which includes shares subject to awards granted in connection with the adjustment of outstanding UTC equity-based
compensation awards upon the distribution. Shares issued under the Plan may be authorized and unissued shares, treasury shares or
shares purchased in the open market or otherwise, at the sole discretion of the Committee.
Each share of Carrier common stock issued pursuant to a full-value award (i.e., restricted stock, restricted stock units,
performance share units and any other award that is not a stock appreciation right or stock option) will reduce the number of shares
available for issuance under the Plan by two. Each share of Carrier common stock issued pursuant to a stock appreciation right or
stock option will reduce the number of shares available for issuance under the Plan by one.
An employee participant may not be granted: (1) stock appreciation rights and stock options in excess of 2,500,000 shares
during any calendar year, (2) full-value awards in excess of 600,000 shares during any calendar year, or (3) cash awards in excess of
$10,000,000 during any calendar year. Compensation payable by Carrier to any non-employee director of Carrier, including awards
granted under the Plan (with awards valued based on the fair value on the grant date for accounting purposes) and cash fees paid or
credited, may not exceed $1,500,000 during any single calendar year. Such limitations do not apply to equity-based compensation
awards issued in connection with the adjustment of outstanding UTC equity-based compensation awards upon the distribution.
To the extent that any award under the Plan is forfeited, terminates, expires or lapses instead of being exercised, or any award is
settled for cash, the shares subject to such awards will not be counted as shares issued under the Plan. If the exercise price of any
stock appreciation right or stock option and/or the tax withholding obligations relating to any award are satisfied by delivering
shares or Carrier withholding shares relating to such award, the gross number of shares subject to the award shall nonetheless be
deemed to have been issued under the Plan.
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Eligibility
Directors, officers and employees of Carrier and its subsidiaries and affiliates, and prospective directors, officers and
employees who have accepted offers of employment from Carrier and its subsidiaries and affiliates are eligible to receive awards
under the Plan. Pursuant to the terms of the employee matters agreement, certain employees, officers, and directors of Carrier, UTC
and Otis and their respective subsidiaries will receive equity-based compensation awards under the Plan issued in connection with
the adjustment of outstanding UTC equity-based compensation awards upon the distribution.
Types of Awards
Stock Appreciation Rights and Stock Options
Stock appreciation rights and stock options entitle the participant to receive an amount in cash or shares with a value equal to
the product of: (1) the difference between the fair market value of one share on the exercise date less the fair market value of one
share on the grant date (“the spread”), multiplied by (2) the number of stock appreciation rights or stock options that have been
exercised. Stock options granted under the Plan may either be incentive stock options (“ISOs”), which are intended to qualify for
favorable treatment to the recipient under U.S. federal tax law, or nonqualified stock options, which do not qualify for this favorable
tax treatment. The exercise price will be determined by the Committee and provided in the applicable award agreement, and will not
be less than the fair market value (as defined in the Plan) on the grant date. In no event may any stock appreciation right or stock
option granted under the Plan be amended (other than below under “Plan and Award Adjustments”) to: (1) decrease the exercise
price; (2) cancel in exchange for cash or other awards or in conjunction with the grant of any new stock appreciation right or stock
option with a lower exercise price; or (3) be subject to any action that would be treated, under the applicable stock exchange listing
standards or for accounting purposes, as a “repricing,” unless such amendment, cancellation or action is approved by shareowners.
The term of each stock appreciation right and stock option is fixed by the Committee, but cannot be more than 10 years after the
grant date. The effect of a participant’s termination of service on any award held by the participant will be described in the
applicable schedule of terms for the award.
A stock option that is intended to qualify as an ISO may not be granted to an eligible individual who at grant owns more than
10% of the total combined voting power of all classes of stock of Carrier, unless at the time the exercise price of such ISO is at least
110% of the fair market value of a share and is not exercisable after the fifth anniversary of the grant date. In addition, the aggregate
fair market value of the shares at grant for which ISOs become exercisable by a participant during any calendar year may not exceed
$100,000.
Restricted Stock and Restricted Stock Units
Shares of restricted stock are actual shares of Carrier common stock issued to a participant. The Committee determines: (1) the
participants eligible to receive restricted stock; (2) the timing of grants; (3) the number of shares to be awarded; (4) the vesting
conditions of awards; (5) the conditions in which an award may be subject to forfeiture; and (6) any other terms and conditions of
the award, in addition to those contained in the Plan. A participant holding restricted shares will have all the rights of a shareowner
of Carrier holding shares of common stock, including, if applicable, the right to vote the shares and the right to receive any
dividends (except as otherwise noted under “Dividends and Dividend Equivalents” below).
Restricted stock units, which include deferred stock units and performance share units, are awards denominated in shares that
will be settled, subject to the applicable award’s terms and conditions, in a specified number of shares of Carrier common stock or
cash equal to the fair market value of the number of shares of common stock. The Committee may require that restricted stock units
vest based on either the continued service of the participant, the attainment of performance goals or a combination of both.
Restricted stock units will be settled upon vesting or at a later time if permitted pursuant to a deferred compensation arrangement.
Certain restricted stock unit awards may be eligible for dividends or dividend equivalents.
Performance Awards
The grant or vesting of awards under the Plan may be conditioned on the achievement of performance goals established by the
Committee, which may be based on attainment of specified levels of one or more of the following measures, or of any other
measures determined by the Committee in its discretion, including: stock
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price, total shareowner return, earnings (whether based on earnings before taxes, earnings before interest and taxes or earnings
before interest, taxes, depreciation and amortization), earnings per share, return on equity, return on sales, return on assets or
operating or net assets, market share, objective customer service measures or indices, pre- or after-tax income, net income, cash
flow (before or after dividends or other adjustments), free cash flow, cash flow per share (before or after dividends or other
adjustments), gross margin, working capital and gross inventory turnover, risk-based capital, revenues, revenue growth, return on
capital (whether based on return on total capital or return on invested capital), cost control, gross profit, operating profit, unit
volume and sales, in each case with respect to Carrier or any one or more subsidiaries, divisions, business units or business
segments thereof, either in absolute terms or relative to the performance of one or more other companies (including an index
covering multiple companies).
Other Stock-Based Awards
Other stock-based awards are awards under the Plan not otherwise specifically described in the Plan that are valued by
reference to, or otherwise relate to, shares of Carrier common stock, and which are subject to terms and conditions consistent with
the terms of the Plan that are determined by the Committee.
Cash Awards
Cash awards are awards under the Plan that are denominated and payable in cash and which are subject to such terms and
conditions consistent with the terms of the Plan as are determined by the Committee.
Dividends and Dividend Equivalents
Any dividends or dividend equivalents credited with respect to any award under the Plan will be subject to the same time
and/or performance-based vesting conditions applicable to such award and will, if vested, be delivered or paid at the same time as
the underlying award. The schedule of terms for the award will specify if the award is subject to dividend or dividend equivalent
payments. Stock appreciation rights and stock options cannot receive dividend or dividend equivalent payments under the Plan.
Minimum Vesting Period
The Committee may not grant awards with a designated vesting period of less than one year, except for awards granted to a
maximum of 5% of the authorized share reserve under the Plan. Such minimum vesting period does not apply to equity-based
compensation awards issued in connection with the adjustment of outstanding UTC equity-based compensation awards upon the
distribution.
Plan and Award Adjustments
The Committee has discretion to make adjustments to the Plan and outstanding awards in limited circumstances, as described
below.
Corporate Transactions and Other Corporate Events
In the event of a: (1) a merger, consolidation, acquisition of property or shares, stock rights offering, liquidation, disposition for
consideration of an equity interest in a subsidiary or affiliate, or similar event affecting Carrier or any of its subsidiaries; or (2) a
stock dividend, stock split, reverse stock split, reorganization, share combination or recapitalization or similar event affecting the
capital structure of Carrier, or a disaffiliation, separation or spinoff, or other extraordinary dividend, the Committee may in its
discretion, in the case of events described in clauses (1) and (2), make such substitutions or adjustments as it deems appropriate and
equitable to: (a) the aggregate number and kind of shares or other securities reserved for issuance and delivery under the Plan; (b)
the various maximum limitations on the grants to individuals of certain types of awards; (c) the number and kind of shares or other
securities subject to outstanding awards; (d) financial goals or results relating to a performance goal; and (e) the exercise price of
outstanding awards. In the case of certain corporate transactions, such an adjustment may consist of cancellation of outstanding
awards in exchange for payments of cash, property or a combination of both having an aggregate value equal to the value of such
awards, which in the case of an option may be the excess, if any of the deal consideration per share over the per share exercise price.
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Change in Control
Upon a change in control of Carrier, participants in the Plan will be granted replacement awards by the acquiring or surviving
company that are of the same type held prior to the change in control. Performance awards will be converted into replacement timebased awards for the remainder of the applicable performance period (or such shorter period determined by the Committee), with
the number of underlying shares determined based on the greater of actual performance through the latest practicable date prior to
the change in control and target performance. Replacement awards will generally continue to vest on the same schedule as the
original awards, except that, if a participant’s employment is terminated by Carrier other than for cause, or if the participant
terminates for “good reason,” in each case, within the 24 months following the change in control, then the participant’s replacement
awards will become vested in full. In the event an acquiring or surviving company refuses to issue replacement awards, or if the
acquiring or surviving company is not a publicly held company, then all awards under the Plan will become vested in full upon the
change in control, with performance awards vesting at the greater of actual performance through the latest practicable date prior to
the change-in-control and target performance. The terms “cause,” “good reason” and “change in control” are defined in the Plan,
except that, in the case of a participant who is covered by the Carrier Change in Control Severance Plan, the terms “cause” and
“good reason” are defined in such plan.
Plan and Award Amendments
The Committee may amend, alter or discontinue the Plan at any time, subject to two limitations. First, no amendment,
alteration or discontinuance may materially impair the rights of a participant with respect to a previously granted award without the
participant’s consent (unless the amendment is required to comply with applicable law, stock exchange rules, tax rules or accounting
rules). Second, an amendment must receive approval of shareowners, if required by applicable law, or the applicable stock exchange
listing standards. The Committee may unilaterally amend the terms of any outstanding award, but no such amendment shall, without
the participant’s consent and except as otherwise described above, materially impair the rights of any participant with respect to an
award, except such an amendment made to cause this Plan or award to comply with applicable law, applicable stock exchange
listing standards or accounting rules.
Clawback Provisions
The Committee has the authority, in the event of certain types of misconduct or upon the occurrence of specified events to
cancel awards, including vested awards, and to recoup gains realized by participants from previous awards under the Plan.
Term of the Plan
The Plan is effective as of the distribution and, unless earlier terminated by the Committee, will terminate on the tenth
anniversary of the effective date.
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PLAN OF DISTRIBUTION
In connection with the separation, outstanding awards granted under UTC’s equity compensation programs will be converted
into adjusted awards composed of UTC common shares and/or Carrier common stock, as described under the heading “The
Separation and Distribution—Treatment of Equity Based Compensation.” The portion of the adjusted UTC awards that are based on
Carrier common stock will be granted by Carrier under the Plan, in accordance with the terms of the employee matters agreement
that Carrier will have entered into with UTC and Otis in connection with the separation. The registration statement of which this
prospectus forms a part only covers awards that were granted under the Plan to former employees of UTC and Otis who did not
become employees of Carrier at the time of the distribution, and any such individuals’ donees, pledgees, permitted transferees,
assignees, successors and others who come to hold any such awards. The registration statement does not cover any shares of Carrier
common stock issued pursuant to the awards that will be granted to any individual who, upon completion of the distribution, will be
employed by or serve on the board of directors of UTC, Carrier or Otis or any other awards that Carrier may grant under the Plan in
the future.
126

TABLE OF CONTENTS

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS
The material agreements described below are filed as exhibits to the registration statement on Form S-1, of which this
prospectus is a part. The summaries set forth below of each such agreement are qualified in their entireties by reference to the full
text of the applicable agreements, which are incorporated by reference into this prospectus.
Raytheon Merger Agreement
On June 9, 2019, UTC, Merger Sub and Raytheon entered into the Raytheon merger agreement.
Pursuant to the Raytheon merger agreement, each share of Raytheon common stock issued and outstanding as of the merger
effective time of the Raytheon merger (the “merger effective time”) (except for shares held by Raytheon as treasury stock) will be
converted into the right to receive 2.3348 shares of UTC common stock (and, if applicable, cash in lieu of fractional shares) (the
“Raytheon merger consideration”), less any applicable withholding taxes. Each share of UTC common stock issued and outstanding
will remain issued and outstanding and will not be canceled or converted as a result of the Raytheon merger.
As of the merger effective time, each unvested Raytheon restricted stock award and Raytheon restricted stock unit award that
becomes vested at the merger effective time by its terms will be converted into the right to receive the Raytheon merger
consideration in respect of each underlying share of Raytheon common stock, less applicable tax withholding. As of the merger
effective time, each other unvested Raytheon restricted stock award and Raytheon restricted stock unit award, and each Raytheon
performance-based restricted stock unit award, will be converted into an equivalent award of UTC relating to the number of shares
of UTC common stock equal to the product of (1) the number of shares of Raytheon common stock subject to such award
immediately prior to the merger effective time (determined, in the case of a performance-based restricted stock unit award, by
deeming the applicable performance conditions to be achieved at the levels determined pursuant to the methodology described in the
Raytheon merger agreement), multiplied by (2) 2.3348, and each converted award will otherwise have the same terms and
conditions (other than performance-based vesting conditions, in the case of a performance-based restricted stock unit award) that
applied to the corresponding Raytheon award immediately prior to the merger effective time.
UTC has agreed that, before the completion of the Raytheon merger, UTC will complete the separation and each of the Carrier
distribution and the Otis distribution in accordance with the Raytheon merger agreement, including certain separation principles
agreed to by Raytheon and UTC in connection with the merger agreement that are consistent with the terms of the separation and
the distribution as described elsewhere in this prospectus and that provide for certain parameters and restrictions on the terms of the
separation agreement and related agreements, including that these agreements must generally be on terms that are customary for
similar separation transactions. Pursuant to the Raytheon merger agreement, the separation and each of the Carrier distribution and
the Otis distribution are to be completed as promptly as reasonably practicable (taking into account the requirements of applicable
law and the rules and regulations of the NYSE), but in any event on or before the fourth business day prior to the outside date (as
defined below) (as the outside date may be extended as described below, and subject to an additional automatic extension to the first
business day after the 35th day following the date on which each of the events described in the following clauses (1) and (2) have
occurred if the date on which each of these events has occurred is fewer than 35 days before the outside date, after (1) the
satisfaction or waiver of all of the conditions to UTC’s obligation under the Raytheon merger agreement to complete the separation,
the Carrier distribution, the Otis distribution and the Raytheon merger and (2) receipt by UTC from Raytheon of (a) written
confirmation that each of the conditions to Raytheon’s obligation under the Raytheon merger agreement to complete the Raytheon
merger has been satisfied or waived and Raytheon stands ready, willing and able to close the Raytheon merger and (b) and an
executed officer’s certificate certifying Raytheon’s compliance with its representations, warranties and obligations under the
Raytheon merger agreement (subject to the applicable materiality standards set forth therein)).
The Raytheon merger agreement provides for various governance arrangements, including that UTC’s name will be changed to
Raytheon Technologies Corporation.
The completion of the Raytheon merger is subject to conditions, including:
•

the approval of the Raytheon merger by Raytheon stockholders and the approval of the issuance of shares of UTC
common stock in connection with the Raytheon merger by UTC shareowners;
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•

the expiration or termination of the applicable waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of
1976, as amended;

•

the receipt of other required regulatory approvals;

•

the effectiveness of the registration statement on Form S-4 that UTC has separately made available to UTC and Raytheon
stockholders and the effectiveness of our registration statement on Form 10 and the Otis registration statement on Form 10
in connection with the distributions (and, in each case, the absence of any stop order, or actions by the SEC seeking a stop
order);

•

approval of the listing on the NYSE of the UTC common stock to be issued as the Raytheon merger consideration and
approvals for listing of the shares of common stock to be distributed in each of the Carrier distribution and the Otis
distribution on the applicable security exchange(s);

•

the absence of an injunction or law prohibiting the separation, either the Otis distribution or the Carrier distribution, or the
Raytheon merger;

•

(1) the IRS ruling regarding certain U.S. federal income tax matters relating to the separation and distribution received by
the UTC remaining valid and (2) the receipt by UTC and continued validity of an opinion of outside counsel regarding the
qualification of certain elements of each of the Carrier distribution and the Otis distribution under Section 355 of the
Code;

•

receipt by each of UTC and Raytheon of an opinion of its respective outside counsel to the effect that (1) the Raytheon
merger will qualify as a “reorganization” within the meaning of Section 368(a) of the Code and (2) the Raytheon merger
will not cause Section 355(e) of the Code to apply to either the Otis distribution or the Carrier distribution;

•

receipt by UTC of solvency opinions relating to the distributions;

•

the accuracy of the representations and warranties of the parties under the Raytheon merger agreement (subject to the
materiality standards set forth in the Raytheon merger agreement);

•

the performance by the parties to the Raytheon merger agreement of their respective covenants and obligations under the
Raytheon merger agreement in all material respects, and with respect to UTC, compliance in all respects with the covenant
(subject to the terms and conditions of the Raytheon merger agreement) that the adjusted net indebtedness of the UTC
Aerospace Businesses will not exceed $24.3 billion; and

•

delivery of officer certificates by the parties to the Raytheon merger agreement certifying satisfaction of certain of the
conditions described above.

In addition, the completion of the Raytheon merger is subject to the prior completion of the separation and each of the Carrier
distribution and the Otis distribution.
The Raytheon merger agreement may be terminated by mutual written consent of Raytheon and UTC at any time before the
merger effective time. In addition, the Raytheon merger agreement may be terminated by either Raytheon or UTC if:
•

the Raytheon merger has not been completed by July 1, 2020, (1) subject to an automatic extension to January 4, 2021, if
certain conditions other than certain antitrust-related conditions are or would be satisfied as of such date, and subject to
further extension at UTC’s election if certain antitrust-related conditions have been satisfied on or after November 15,
2020, and the condition relating to the completion of the separation and distributions has not yet been satisfied, which
extension would be to the first business day after the 50th day following the date on which the last of the antitrust-related
conditions have been satisfied or (2) subject to extension at the election of UTC or Raytheon to October 1, 2020, if certain
conditions other than certain separation-related conditions are or would be satisfied as of such date and subject to further
extension at Raytheon’s election to January 4, 2021 if the separation-related conditions have not yet been satisfied but
certain other conditions have been or would be satisfied as of such date, and subject to the additional 35-day extension
referred to above (we refer to July 1, 2020, as so extended, as the “outside date”);
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•

the approval of the Raytheon merger has not been obtained at the special meeting of Raytheon stockholders or at any
adjournment or postponement of such meeting;

•

the approval of the issuance of shares of UTC common stock has not been obtained at the special meeting of UTC
shareowners or at any adjournment or postponement of such meeting;

•

any governmental entity of competent jurisdiction has issued or entered any order or any applicable law has been enacted
or promulgated that would permanently restrain, enjoin or otherwise prohibit the completion of the separation, either the
Otis distribution or the Carrier distribution or the Raytheon merger;

•

the other party breaches or fails to perform any of its representations, warranties, covenants or other agreements in the
Raytheon merger agreement, which breach or failure to perform would result in the failure of a condition related to the
accuracy of the other party’s representations and warranties or performance of covenants in the Raytheon merger
agreement, subject to certain materiality thresholds and rights to cure and other limitations; or

•

the other party’s board changes its recommendation to its shareowners to vote in favor of the transaction or the other party
willfully breaches certain covenants under the Raytheon merger agreement to not solicit alternative transactions.

The Raytheon merger agreement provides that, in connection with a termination of the Raytheon merger agreement under
specified circumstances, Raytheon will be required to pay UTC a termination fee of $1.785 billion or UTC will be required to pay
Raytheon a termination fee of $2.365 billion.
The representations, warranties and covenants set forth in the Raytheon merger agreement described above have been made
only for the purposes of the agreement and solely for the benefit of the parties to the agreement, may be subject to limitations agreed
upon by the contracting parties, including being qualified by confidential disclosures made for the purposes of allocating contractual
risk between the parties instead of establishing these matters as facts, and may be subject to standards of materiality applicable to
the contracting parties that differ from those applicable to investors. In addition, such representations and warranties (1) will not
survive completion of the Raytheon merger and cannot be the basis for any claims under the Raytheon merger agreement by the
party not making such representations and warranties after termination of the Raytheon merger agreement, except as a result of
fraud or a willful breach, and (2) were made only as of the dates specified in the Raytheon merger agreement. Accordingly, the
Raytheon merger agreement is incorporated by reference into this filing only to provide investors with information regarding the
terms of the Raytheon merger agreement and not to provide investors with any other factual information regarding the parties to the
Raytheon merger agreement or their respective businesses.
Agreements with UTC and Otis
Following the separation and distributions, Carrier, Otis and UTC will each operate separately, each as an independent public
company. In connection with the separation, Carrier will enter into a separation agreement with UTC and Otis to effect the
separation and to provide a framework for the relationship among UTC, Carrier and Otis after the separation, and will enter into
certain other agreements, including a transition services agreement, a tax matters agreement, an employee matters agreement and an
intellectual property agreement. These agreements will allocate among Carrier, Otis and UTC the assets, liabilities and obligations
(including, among others, investments, property and employee benefits and tax-related assets and liabilities) of UTC and its
subsidiaries attributable to periods prior to, at and after the separation, provide for certain services to be delivered on a transitional
basis, and govern the relationship among Carrier, Otis and UTC following the separation. These agreements will not be impacted by
the completion of the Raytheon merger.
The material agreements described below are filed as exhibits to the registration statement on Form S-1 of which this
prospectus is a part. The summaries set forth below of each such agreement are qualified in their entireties by reference to the full
text of the applicable agreements, which are incorporated by reference into this prospectus.
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Separation Agreement
Transfer of Assets and Assumption of Liabilities
The separation agreement will identify the assets to be transferred, the liabilities to be assumed and the contracts to be
transferred to each of Carrier, Otis and UTC as part of the separation of UTC into three independent companies, and will provide for
when and how these transfers and assumptions will occur. In particular, the separation agreement will provide that, among other
things, subject to the terms and conditions contained therein:
•

•

certain assets of, or related to, the Carrier Business, which we refer to as the “Carrier Assets,” will be retained by or
transferred to Carrier or Carrier’s subsidiaries, including:
•

equity interests of Carrier’s subsidiaries as of immediately after the effective time of the distributions;

•

assets (other than cash and cash equivalents) that are included on the Carrier unaudited pro forma balance sheet as of
December 31, 2019 included in the “Unaudited Pro Forma Combined Financial Information” section of this
prospectus, as well as assets that are of a nature or type that would have resulted in such assets being included on a
pro forma combined balance sheet of Carrier and Carrier’s subsidiaries;

•

contracts (or portions thereof) that, subject to limited exceptions, solely or primarily relate to the Carrier Business;

•

permits used or held for use solely or primarily in the Carrier Business;

•

certain intellectual property rights and technology used or held for use in the Carrier Business;

•

information solely or primarily related to the Carrier Assets, the Carrier Liabilities, the Carrier Business or Carrier’s
subsidiaries;

•

cash and cash equivalents held in bank or brokerage accounts owned exclusively by Carrier or Carrier’s subsidiaries
as of the effective time;

•

other assets expressly allocated to Carrier or Carrier’s subsidiaries pursuant to the terms of the separation agreement
or the other agreements entered into in connection with the separation; and

•

subject to limited exceptions, other assets used or held for use solely or primarily in the Carrier Business.

certain liabilities of, or related to, the Carrier Business, which we refer to as the “Carrier Liabilities,” will be retained by or
transferred to Carrier or Carrier’s subsidiaries, including:
•

liabilities that are included on the Carrier unaudited pro forma balance sheet as of December 31, 2019 included in the
“Unaudited Pro Forma Combined Financial Information” section of this prospectus, as well as liabilities that are of a
nature or type that would have resulted in such liabilities being included on a pro forma combined balance sheet of
Carrier and Carrier’s subsidiaries;

•

liabilities relating to, arising out of or resulting from the actions, inactions, events, omissions, conditions, facts, or
circumstances to the extent related to, arising out of or resulting from the Carrier Business or the Carrier Assets;

•

liabilities to the extent relating to, arising out of or resulting from the contracts, intellectual property rights,
technology, licenses, permits or financing arrangements that relate to the Carrier Business;

•

liabilities arising out of litigation or other claims (including in respect of environmental or asbestos-related matters)
made by third parties including directors, officers, stockholders, employees and agents of Carrier, Otis or UTC, or
any investigations, sanctions or orders, to the extent the facts underlying the applicable matter relate to, arise out of or
result from the Carrier Business, Carrier Assets or the other Carrier Liabilities;
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•

•

•

other liabilities expressly allocated to Carrier or Carrier’s subsidiaries pursuant to the terms of the separation
agreement or certain other agreements entered into in connection with the separation; and

•

subject to limited exceptions, other liabilities to the extent arising out of or relating to the Carrier Business or a
Carrier Asset.

certain assets of, or related to, the Otis Business, which we refer to as the “Otis Assets,” will be retained by or transferred
to Otis or Otis’ subsidiaries, including:
•

equity interests of Otis’ subsidiaries as of immediately after the effective time of the distributions;

•

assets (other than cash and cash equivalents) that are included on the Otis unaudited pro forma balance sheet as of
December 31, 2019, as well as assets that are of a nature or type that would have resulted in such assets being
included on a pro forma combined balance sheet of Otis and Otis’ subsidiaries;

•

contracts (or portions thereof) that, subject to limited exceptions, solely or primarily relate to the Otis Business;

•

permits used or held for use solely or primarily in the Otis Business;

•

certain intellectual property rights and technology used or held for use in the Otis Business;

•

information solely or primarily related to the Otis Assets, the Otis Liabilities, the Otis Business or Otis’ subsidiaries;

•

cash and cash equivalents held in bank or brokerage accounts owned exclusively by Otis or Otis’ subsidiaries as of
the effective time;

•

other assets expressly allocated to Otis or Otis’ subsidiaries pursuant to the terms of the separation agreement or the
other agreements entered into in connection with the separation; and

•

subject to limited exceptions, other assets used or held for use solely or primarily in the Otis Business.

certain liabilities of, or related to, the Otis Business, which we refer to as the “Otis Liabilities,” will be retained by or
transferred to Otis or Otis’ subsidiaries, including:
•

liabilities that are included on the Otis unaudited pro forma balance sheet as of December 31, 2019, as well as
liabilities that are of a nature or type that would have resulted in such liabilities being included on a pro forma
combined balance sheet of Otis and Otis’ subsidiaries;

•

liabilities relating to, arising out of or resulting from the actions, inactions, events, omissions, conditions, facts, or
circumstances to the extent related to, arising out of or resulting from the Otis Business or the Otis Assets;

•

liabilities to the extent relating to, arising out of or resulting from the contracts, intellectual property rights,
technology, licenses, permits or financing arrangements that relate to the Otis Business;

•

liabilities arising out of litigation or other claims (including in respect of environmental or asbestos-related matters)
made by third parties, including directors, officers, stockholders, employees and agents of Carrier, Otis or UTC, or
any investigations, sanctions or orders, to the extent the facts underlying the applicable matter relate to, arise out of or
result from the Otis Business, Otis Assets or the other Otis Liabilities;

•

other liabilities expressly allocated to Otis or Otis’ subsidiaries pursuant to the terms of the separation agreement or
certain other agreements entered into in connection with the separation; and

•

subject to limited exceptions, other liabilities to the extent arising out of or relating to the Otis Business or an Otis
Asset.
131

TABLE OF CONTENTS

•

•

all assets other than the Carrier Assets and the Otis Assets, which we refer to as the “UTC Assets,” will be retained by or
transferred to UTC or UTC’s subsidiaries, including:
•

assets expressly allocated to UTC or UTC’s subsidiaries pursuant to the terms of the separation agreement or the
other agreements entered into in connection with the separation;

•

intellectual property rights and technology used or held for use in the UTC Business;

•

permits used or held for use solely or primarily in the UTC Business;

•

information not solely or primarily related to the Carrier Assets, the Carrier Liabilities, the Carrier Business, Carrier’s
subsidiaries, the Otis Assets, the Otis Liabilities, the Otis Business or Otis’ subsidiaries; and

•

cash and cash equivalents not held in bank or brokerage accounts owned exclusively by Carrier, Otis or their
respective subsidiaries as of the effective time.

all liabilities other than the Carrier Liabilities and the Otis Liabilities, which we refer to as the “UTC Liabilities,” will be
retained by or transferred to UTC or UTC’s subsidiaries, including:
•

liabilities relating to, arising out of or resulting from the actions, inactions, events, omissions, conditions, facts or
circumstances occurring or existing prior to the effective time of the distributions, of UTC or UTC’s subsidiaries, in
each case that are not Carrier Liabilities or Otis Liabilities;

•

liabilities arising out of litigation or other claims (including in respect of environmental or asbestos-related matters)
made by third parties, including directors, officers, stockholders, employees and agents of Carrier, Otis or UTC, or
any investigations, sanctions or orders, to the extent the facts underlying the applicable matter relate to, arise out of or
result from the UTC Business, UTC Assets or the other UTC Liabilities; and

•

other liabilities expressly allocated to UTC or UTC’s subsidiaries pursuant to the terms of the separation agreement
or certain other agreements entered into in connection with the separation.

Except as expressly set forth in the separation agreement or any ancillary agreement, none of Carrier, Otis or UTC will make
any representation or warranty as to the assets, business or liabilities transferred or assumed as part of the separation, as to any
consents or approvals required in connection with the transfers, as to the value of or the freedom from any security interests of any
of the assets transferred, as to the absence or presence of any defenses or right of setoff or freedom from counterclaim with respect
to any claim or other asset of any of Carrier, Otis or UTC, or as to the legal sufficiency of any document or instrument delivered to
convey title to any asset to be transferred in connection with the separation. All assets will be transferred on an “as is,” “where is”
basis, and the respective transferees will bear the economic and legal risks that any conveyance will prove to be insufficient to vest
in the transferee good and marketable title, free and clear of all security interests, that any necessary consents or governmental
approvals or notifications are not obtained or made, or that any requirements of laws or judgments are not complied with.
Information in this prospectus with respect to the assets and liabilities of the parties following the Carrier distribution and the
Otis distribution is presented based on the allocation of such assets and liabilities pursuant to the separation agreement, unless the
context otherwise requires. The separation agreement will provide that in the event that the transfer of certain assets and liabilities
(or a portion thereof) to Carrier, Otis or UTC, as applicable, does not occur prior to the separation, then until such assets or liabilities
(or a portion thereof) are able to be transferred, Carrier, Otis or UTC, as applicable, will hold such assets on behalf and for the
benefit of the transferee and will pay, perform and discharge such liabilities, for which the transferee will reimburse Carrier, Otis or
UTC, as applicable, for all commercially reasonable payments made in connection with the performance and discharge of such
liabilities.
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The Distributions
The separation agreement will also govern the rights and obligations of the parties regarding the distributions following the
completion of the separation. On the distribution date, UTC will distribute to its shareowners that hold UTC common stock as of the
record date all of the issued and outstanding shares of Carrier common stock on a pro rata basis. On the date of the Otis distribution,
UTC will distribute to its shareowners that hold UTC common stock as of the record date for the Otis distribution all of the issued
and outstanding shares of Otis common stock on a pro rata basis. In each of the Carrier distribution and the Otis distribution,
shareowners will receive cash in lieu of any fractional shares.
Conditions to the Distribution
The separation agreement will provide that the Carrier distribution and the Otis distribution are each subject to satisfaction (or
waiver by UTC in its sole and absolute discretion) of certain conditions. The conditions to the Otis distribution are substantially
identical to those of the Carrier distribution, other than that they apply to Otis. The conditions to the Carrier distribution are
described under “The Separation and Distribution—Conditions to the Distribution.” Under the separation agreement, UTC will have
the sole and absolute discretion to determine (and change) the terms of the Carrier distribution and the Otis distribution and to
determine the record date, the distribution date and the distribution ratio for each of the Carrier distribution and the Otis distribution.
However, any such determination or change will be subject to UTC’s obligations to complete the separation and each of the Carrier
distribution and the Otis distribution in accordance with the terms and conditions of the Raytheon merger agreement (including,
with respect to certain changes, the requirement that UTC obtain Raytheon’s prior written consent). Notwithstanding the conditions
set forth in the separation agreement, pursuant to and subject to the terms and conditions of the Raytheon merger agreement, UTC
has agreed with Raytheon that UTC will consummate the separation and each of the Otis distribution and the Carrier distribution.
Releases
The separation agreement will provide that Carrier and its affiliates will release and discharge UTC, Otis and their respective
affiliates and certain other non-recourse parties from all Carrier Liabilities, all liabilities arising from or in connection with the
activities to implement the separation and the Carrier distribution and the Otis distribution, and all liabilities arising from or in
connection with all actions, inactions, events, omissions, conditions, facts or circumstances occurring or existing before the
distribution date to the extent relating to, arising out of or resulting from the Carrier Business, the Carrier Assets or the Carrier
Liabilities, in each case except as expressly set forth in the separation agreement.
The separation agreement will provide that Otis and its affiliates will release and discharge UTC, Carrier and their respective
affiliates and certain other non-recourse parties from all Otis Liabilities, all liabilities arising from or in connection with the
activities to implement the separation and the Carrier distribution and the Otis distribution, and all liabilities arising from or in
connection with all actions, inactions, events, omissions, conditions, facts or circumstances occurring or existing before the
distribution date to the extent relating to, arising out of or resulting from the Otis Business, the Otis Assets or the Otis Liabilities, in
each case except as expressly set forth in the separation agreement.
The separation agreement will provide that UTC and its affiliates will release and discharge Carrier, Otis and their respective
affiliates and certain other non-recourse parties from all UTC Liabilities, all liabilities arising from or in connection with the
activities to implement the separation and the Carrier distribution and the Otis distribution, and all liabilities arising from or in
connection with all actions, inactions, events, omissions, conditions, facts or circumstances occurring or existing before the
distribution date to the extent relating to, arising out of or resulting from the UTC Aerospace Businesses, the UTC Assets or the
UTC Liabilities, in each case except as expressly set forth in the separation agreement.
These releases will not extend to obligations or liabilities under any agreements among the parties that remain in effect
following the separation, which agreements include the separation agreement and the other agreements described under “Certain
Relationships and Related Party Transactions,” or to any obligations or liabilities for the sale, lease, construction or receipt of goods,
property or services in the ordinary course of business prior to the distribution date.
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Indemnification
In the separation agreement, Carrier will agree to indemnify, defend and hold harmless UTC, Otis, each of UTC’s and Otis’
respective affiliates, and each of UTC’s and Otis’ and their respective affiliates’ directors, officers and employees, from and against
all liabilities relating to, arising out of or resulting from:
•

the Carrier Liabilities;

•

Carrier’s failure or the failure of any other person to pay, perform or otherwise promptly discharge any of the Carrier
Liabilities, in accordance with their respective terms, whether prior to, at or after the distribution;

•

except to the extent relating to a UTC Liability or an Otis Liability, any guarantee, indemnification or contribution
obligation for the benefit of Carrier by UTC or Otis that survives the distribution;

•

any breach by Carrier of the separation agreement or any of the ancillary agreements; and

•

any untrue statement or alleged untrue statement or omission or alleged omission of material fact with respect to (1) all
information contained in the Carrier Form 10, the Carrier information statement or certain other Carrier disclosure
documents other than information relating to Otis or its business, assets or liabilities or the Otis distribution, or statements
made explicitly in UTC’s name, and (2) all information in respect of Carrier or its business, assets or liabilities or the
Carrier distribution in any UTC disclosure document in respect of a reporting period beginning prior to the completion of
the Carrier distribution, or in the Otis Form 10, the Otis information statement or certain other Otis disclosure documents.

In the separation agreement, Otis will agree to indemnify, defend and hold harmless UTC, Carrier, each of UTC’s and Carrier’s
respective affiliates, and each of UTC’s and Carrier’s and their respective affiliates’ directors, officers and employees, from and
against all liabilities relating to, arising out of or resulting from:
•

the Otis Liabilities;

•

Otis’ failure or the failure of any other person to pay, perform or otherwise promptly discharge any of the Otis Liabilities,
in accordance with their respective terms, whether prior to, at or after the distribution;

•

except to the extent relating to a UTC Liability or a Carrier Liability, any guarantee, indemnification or contribution
obligation for the benefit of Otis by UTC or Carrier that survives the distribution;

•

any breach by Otis of the separation agreement or any of the ancillary agreements; and

•

any untrue statement or alleged untrue statement or omission or alleged omission of material fact with respect to (1) all
information contained in the Otis Form 10, the Otis information statement or certain other Otis disclosure documents other
than information relating to Carrier or its business, assets or liabilities or the Carrier distribution, or statements made
explicitly in UTC’s name, and (2) all information in respect of Otis or its business, assets or liabilities or the Otis
distribution in any UTC disclosure document in respect of a reporting period beginning prior to the completion of the Otis
distribution, or in the Carrier Form 10, the Carrier information statement or certain other Carrier disclosure documents.

UTC will agree to indemnify, defend and hold harmless each of Carrier and Otis and each of their respective affiliates and each
of Carrier’s and Otis’ and their respective affiliates’ directors, officers and employees from and against all liabilities relating to,
arising out of or resulting from:
•

the UTC Liabilities;

•

the failure of UTC or any other person to pay, perform or otherwise promptly discharge any of the UTC Liabilities in
accordance with their respective terms whether prior to, at or after the distributions;

•

except to the extent relating to an Otis Liability or a Carrier Liability, any guarantee, indemnification or contribution
obligation for the benefit of UTC by Otis or Carrier, as applicable, that survives the distributions;

•

any breach by UTC of the separation agreement or any of the ancillary agreements; and
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•

any untrue statement or alleged untrue statement or omission or alleged omission of material fact with respect to (1)
statements made explicitly in UTC’s name in the Carrier Form 10 or the Otis Form 10, the Carrier information statement
or the Otis information statement, or certain other Carrier disclosure documents or Otis disclosure documents and (2)
statements in any UTC disclosure document other than information in respect of Carrier or Otis or their respective
businesses, assets or liabilities or the distributions, made in any UTC disclosure document in respect of a reporting period
beginning prior to the distributions.

The separation agreement will also establish procedures with respect to claims subject to indemnification and related matters.
Indemnification with respect to taxes, and the procedures related thereto, will be governed by the tax matters agreement.
Insurance
The separation agreement will provide for the allocation among the parties of rights and obligations under existing insurance
policies. In general, no party will have rights under the other parties’ insurance policies, except to make occurrence-based claims in
respect of losses incurred prior to specified coverage transition dates under the other parties’ third-party occurrence-based policies to
the extent such policies provided coverage for UTC, Carrier or Otis, as applicable, prior to such coverage transition dates. The party
accessing the insurance policies will generally be responsible for deductibles, retention amounts, and other fees and expenses to the
extent arising out of its accessing such policies. The separation agreement will also provide that each of Carrier and Otis will have
rights to access certain third-party insurance or reinsurance policies held by UTC captive insurance entities.
Further Assurances
In addition to the actions specifically provided for in the separation agreement, except as otherwise set forth therein or in any
ancillary agreement, Carrier, Otis and UTC will agree in the separation agreement to use reasonable best efforts, prior to, on and
after the distribution date, to take, or cause to be taken, all actions, and to do, or cause to be done, all things necessary, proper or
advisable under applicable laws, regulations and agreements to consummate and make effective the transactions contemplated by
the separation agreement and the ancillary agreements.
Dispute Resolution
The separation agreement will contain provisions that govern, except as otherwise provided in any ancillary agreement, the
resolution of disputes, controversies or claims that may arise among Carrier, Otis and UTC related to the separation or distributions.
These provisions will contemplate that efforts will be made to resolve disputes, controversies and claims through a transition
committee, then by escalation of the matter to executives of the parties in dispute. If such efforts are not successful, one of the
parties in dispute may submit the dispute, controversy or claim to nonbinding mediation or, if such nonbinding mediation is not
successful, binding arbitration, subject to the provisions of the separation agreement.
Expenses
Except as expressly set forth in the separation agreement or in any ancillary agreement, the party incurring the expense will be
responsible for all costs and expenses incurred in connection with the separation incurred prior to the distribution date, including
costs and expenses relating to legal and tax counsel, financial advisors and accounting advisory work related to the separation.
Except as expressly set forth in the separation agreement or in any ancillary agreement, or as otherwise agreed in writing by Carrier,
Otis and UTC, all costs and expenses incurred in connection with the separation after the distributions will also be paid by the party
incurring such cost and expense.
Other Matters
Other matters governed by the separation agreement will include approvals and notifications of transfer, termination of
intercompany agreements, shared contracts, financial information certifications, transition committee provisions, confidentiality,
access to and provision of records, privacy and data protection, production of witnesses, privileged matters, and financing
arrangements. The separation agreement will not provide for any of Carrier, Otis or UTC to be subject to restrictions on
competition.
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Amendment and Termination
The separation agreement will provide that it may be terminated, and the separation and distributions may be modified or
abandoned, at any time prior to the distribution date in the sole and absolute discretion of the UTC Board of Directors without the
approval of Carrier or Otis. Pursuant to and subject to the terms and conditions of the Raytheon merger agreement, UTC has agreed
with Raytheon that UTC will consummate the separation and each of the Carrier distribution and the Otis distribution.
The separation agreement will provide that no provision of the separation agreement or any ancillary agreement may be
waived, amended, supplemented or modified by a party without the written consent of the party or parties against whom it is sought
to enforce such waiver, amendment supplement or modification. In addition, pursuant to the terms and conditions of the Raytheon
merger agreement, UTC may not give its consent to certain categories of such waivers, amendments, supplements or modifications,
or make certain other changes to the terms of the separation, the Carrier distribution or the Otis distribution without the prior written
consent of Raytheon.
After the distribution date, the separation agreement may not be amended or terminated, except by an agreement in writing
signed by Carrier, Otis and UTC.
In the event of a termination of the separation agreement, no party, nor any of its directors, officers or employees, will have any
liability of any kind to the other parties or any other person by reason of the separation agreement.
Transition Services Agreement
Carrier, Otis and UTC will enter into a transition services agreement in connection with the separation pursuant to which UTC
and its subsidiaries will provide to Carrier and Otis and their respective subsidiaries, and Carrier and Otis and their respective
subsidiaries will provide to UTC and its subsidiaries, on an interim, transitional basis, various services, as applicable, including, but
not limited to information technology services, technical and engineering support, application support for operations, legal, payroll,
finance, tax and accounting, general administrative services and other support services. The agreed-upon charges for such services
are generally intended to allow the servicing party to charge a price comprised of costs and expenses, including reasonably allocable
overhead expenses. The party receiving each transition service will be provided with reasonable information that supports the
charges for the transition services being provided.
The services will commence on the distribution date and will generally terminate no later than 12 months (or in certain cases,
18 months) following the distribution date. The receiving party may terminate any services by giving prior written notice to the
provider of such services and paying any applicable wind-down charges.
Subject to certain exceptions, the liabilities of each party under the transition services agreement in respect of such party’s
provision of services will generally be limited to the aggregate charges actually paid or payable to such party by the recipient of
such services pursuant to the transition services agreement. The transition services agreement also will provide that the provider of a
service will not be liable to the recipient of such service for any indirect, incidental, punitive, exemplary, remote, speculative or
similar damages in excess of compensatory damages of another party.
Additional Transition Services Agreement
Carrier and Otis will also enter into an additional transition services agreement in connection with the separation pursuant to
which Carrier and its subsidiaries will provide to Otis and its subsidiaries, and Otis and its subsidiaries will provide to Carrier and
its subsidiaries, on an interim, transitional basis, certain limited services. The terms and conditions of the additional transition
services agreement between Carrier and Otis are the same in all material respects to the terms and conditions of the transition
services agreement between Carrier, Otis and UTC.
Tax Matters Agreement
In connection with the separation, Carrier, Otis and UTC will enter into a tax matters agreement that will govern the parties’
respective rights, responsibilities and obligations with respect to taxes (including responsibility for taxes, entitlement to refunds,
allocation of tax attributes, preparation of tax returns, control of tax contests, and other tax matters).
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Under the tax matters agreement, UTC generally will be responsible for all U.S. federal income taxes imposed on the UTC
consolidated tax return group and state and foreign income, franchise, capital gain, withholding and similar taxes imposed on a
consolidated, combined or unitary group (or similar tax group under non-U.S. law) that includes UTC or one of its subsidiaries with
respect to taxable periods (or portions thereof) that end on or prior to the distribution date, except (1) special rules will apply with
respect to certain taxes imposed in connection with the separation and distribution, (2) Carrier and Otis will each be responsible for
a specified portion of any installment payment required to be paid after the distribution date by UTC pursuant to Section 965(h)(2)
of the Code, (3) Carrier and Otis will each be responsible for specified taxes that exclusively relate to the Carrier Business or the
Otis Business, as applicable and (4) Carrier and Otis will each be responsible for taxes resulting from any breach of certain
representations or covenants made by Carrier or Otis, as applicable, in the tax matters agreement or other separation-related
agreements. Carrier and Otis generally will each be responsible for all federal, state, or foreign income, franchise, capital gain,
withholding or similar taxes imposed on a separate return basis on Carrier (or any of its subsidiaries or any subgroup consisting
solely of Carrier and its subsidiaries) or Otis (or any of its subsidiaries or any subgroup consisting solely of Otis and its
subsidiaries), as applicable, with respect to taxable periods (or portions thereof) that end on or prior to the date of the relevant
distribution, except (a) special rules will apply with respect to certain taxes imposed in connection with the separation and
distribution and (b) UTC will be responsible for taxes resulting from any breach of any covenant made by UTC in the tax matters
agreement or other separation-related agreements.
The tax matters agreement will provide special rules that allocate tax liabilities in the event either (1) the distribution, together
with certain related transactions, fails to qualify as a transaction that is generally tax-free for U.S. federal income tax purposes under
Sections 355 and 368(a)(1)(D) of the Code or (2) any internal separation transaction that is intended to qualify as a transaction that
is generally tax-free fails to so qualify. Under the tax matters agreement, each party generally will be responsible for any taxes and
related amounts imposed on UTC, Carrier or Otis as a result of the failure to so qualify, to the extent that the failure to so qualify is
attributable to actions, events or transactions relating to such party’s respective stock, assets or business, or a breach of the relevant
covenants made by that party in the tax matters agreement. Further, under the tax matters agreement, each of UTC, Carrier and Otis
would be responsible for a specified portion of any taxes (and any related costs and other damages) (a) arising as a result of the
failure of either of the distributions and certain related transactions to qualify as a transaction that is generally tax-free (including as
a result of Section 355(e) of the Code) or a failure of any internal separation transaction that is intended to qualify as a transaction
that is generally tax-free to so qualify, in each case, to the extent such amounts did not result from a disqualifying action by, or
acquisition of equity securities of, Carrier, Otis or UTC or (b) arising from an adjustment, pursuant to an audit or other tax
proceeding, with respect to any separation transaction that is not intended to qualify as a transaction that is generally tax-free.
In addition, the tax matters agreement will impose certain restrictions on Carrier and its subsidiaries during the two-year period
following the distribution that will be intended to prevent either of the distributions, together with certain related transactions, from
failing to qualify as a transaction that is generally tax-free for U.S. federal income tax purposes under Sections 355 and 368(a)(1)(D)
of the Code. Specifically, during such period, except in specific circumstances, Carrier and its subsidiaries will generally be
prohibited from (1) ceasing to conduct certain businesses, (2) entering into certain transactions or series of transactions pursuant to
which all or a portion of the shares of Carrier common stock would be acquired or all or a portion of certain assets of Carrier and its
subsidiaries would be acquired, (3) liquidating or merging or consolidating with any other person, (4) issuing equity securities
beyond certain thresholds, (5) repurchasing Carrier stock other than in certain open-market transactions or (6) taking or failing to
take any other action that would cause the distribution, together with certain related transactions, to fail to qualify as a transaction
that is generally tax-free for U.S. federal income tax purposes under Sections 355 and 368(a)(1)(D) of the Code or for other
applicable non-U.S. income tax purposes. Further, the tax matters agreement will impose similar restrictions on us and our
subsidiaries during the two-year period following the distribution that are intended to prevent certain transactions undertaken as part
of the internal reorganization from failing to qualify as transactions that are generally tax-free for U.S. federal income tax purposes
under Sections 355 and 368(a)(1)(D) of the Code or for applicable non-U.S. income tax purposes.
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Employee Matters Agreement
Carrier, Otis and UTC will enter into an employee matters agreement in connection with the separation to allocate liabilities
and responsibilities relating to employment matters, employee compensation and benefits plans and programs, and other related
matters. The employee matters agreement will govern certain compensation and employee benefit obligations with respect to the
current and former employees and non-employee directors of each company.
The employee matters agreement will provide that, unless otherwise specified, each party will be responsible for liabilities
associated with current and former employees of such party and its current and former subsidiaries.
The employee matters agreement will also govern the terms of equity-based awards granted by UTC prior to the separation.
See “The Separation and Distribution—Treatment of Equity-Based Compensation.”
The employee matters agreement will restrict each of Carrier, Otis and UTC from soliciting certain employees of either of the
other parties for a period of 18 months following the Carrier Distribution and the Otis Distribution, subject to customary exceptions.
Intellectual Property Agreement
Carrier, Otis and UTC will enter into an intellectual property agreement in connection with the separation under which each
party, on behalf of itself and its subsidiaries, will as of the effective time of the distributions, own or have the right to use certain
intellectual property rights relevant to the Carrier Business, the Otis Business or the UTC Aerospace Businesses, respectively. The
intellectual property agreement will provide that intellectual property rights that arose from certain services performed by one of the
Carrier Business, the Otis Business and the UTC Aerospace Businesses (the “performer”) at the request of one of the other two
businesses (the “requester”) generally will be assigned to the requester or the performer in accordance with prior intercompany
practice. Additionally, the intellectual property agreement will provide that each of the Carrier Business, the Otis Business and the
UTC Aerospace Businesses (the “licensor”) will grant to the other two businesses (each, a “licensee”) a license to intellectual
property rights of the licensor that, prior to the distribution date, were used in connection with, necessary for the ongoing conduct of
or subject to a documented plan for future use by, the licensee. The licenses will be royalty-free, nonexclusive, perpetual,
irrevocable, fully paid-up, and, in the field of the licensee’s business, worldwide. The licenses will include the licensee’s right to
sublicense, subject to certain customary limitations, and customary confidentiality requirements will apply.
In addition, Carrier, Otis and UTC will agree that ownership of certain trademarks used by more than one of Carrier, Otis and
UTC will be allocated to one of Carrier, Otis and UTC and licensed to one or both of the other parties to the extent they use such
trademarks.
Other
In connection with the internal restructuring transactions, UTC, Carrier and Otis have executed agreements to effect the
transfer of assets and liabilities contemplated by the separation agreement. In limited circumstances, such agreements provide for
true-up payments to satisfy requirements under non-U.S. laws. Carrier is not expected to have an obligation to make any true-up
payments following the distribution, and, to the extent Carrier is entitled to receive true-up payments following the distribution,
such payments are not expected to be material.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES
The following discussion is a brief summary of the principal U.S. federal income tax consequences of the Plan, as currently in
effect, for participants and for Carrier. This discussion is based on the Code, U.S. Treasury Regulations promulgated thereunder,
rulings and other administrative pronouncements issued by the IRS, and judicial decisions, in each case as in effect and available on
the date of this prospectus and all of which are subject to differing interpretations and change at any time, possibly with retroactive
effect. Any such change could affect the accuracy of the statements and conclusions set forth in this document. This discussion is
neither intended nor offered as a complete summary or as a legal interpretation, and it does not address any consequences other than
certain United States federal income and employment tax consequences.
The United States federal tax consequences of any award will depend on the specific nature, terms and conditions of the award.
Participants also might be subject to state or local taxes, or to the taxes of another country, as a result of participating in the Plan.
Before exercising an award received under the Plan, disposing of shares acquired pursuant to an award or taking any other action
under the Plan, a participant may wish to consult a professional tax adviser concerning the federal, state, local and foreign tax
consequences of such action as they apply to the participant’s specific circumstances.
United States Federal Income Tax
Stock Appreciation Rights and Stock Options. The grant of a stock appreciation right or stock option is not an event that
requires a participant to recognize taxable income.
Upon the exercise of a stock appreciation right or non-qualified stock option, the amount by which the then-current fair market
value of the shares with respect to which the award is exercised exceeds the exercise price for such shares is treated as compensation
taxable to a participant as ordinary income. Carrier (or in the case of an award granted to employees or former employees of UTC or
Otis in connection with the adjustment of the outstanding UTC equity based compensation awards upon the distribution, the
participant’s employer) is generally entitled to a federal income tax deduction for the amount that the participant recognizes as
ordinary income at the same time that such income is recognized by the participant.
When a participant sells shares acquired upon the exercise of a stock-settled stock appreciation right or non-qualified stock
option, the Participant generally recognizes capital gain or loss (short or long term, depending on whether the participant held the
shares for more than one year) equal to the difference between the amount realized on the disposition of the shares and the
participant’s tax basis in the shares (generally equal to sum of the exercise price and the amount that the participant recognized as
ordinary income when the stock appreciation right or stock option was exercised). The holding period for such shares for purposes
of determining whether capital gain or loss is short or long term generally begins after the date on which the participant recognizes
ordinary income with respect to the shares.
With respect to an incentive stock option, a participant generally will not recognize taxable income when the incentive stock
option is exercised, unless the participant is subject to the alternative minimum tax. If the participant sells the shares acquired on
exercise more than two years after the incentive stock option was granted and more than one year after the incentive stock option
was exercised, the participant will recognize a long-term capital gain or loss, measured by the difference between the sale price and
the exercise price of the shares. Carrier will not receive a tax deduction with respect to the exercise of an incentive stock option if
the incentive stock option holding period is satisfied.
Other Awards. A participant who receives restricted stock, restricted stock units, other stock-based awards or cash awards will
generally not recognize taxable income at the time of grant as long as the award is subject to a substantial risk of forfeiture as a
result of performance-based and/or service-based vesting requirements. The participant will generally recognize ordinary income
when the substantial risk of forfeiture expires or is removed unless, in the case of an award other than restricted stock, the cash to be
paid or shares to be delivered are deferred until sometime after the vesting date, in which case, the participant will generally
recognize ordinary income upon receipt of such cash or shares. The amount of ordinary income recognized by the participant is
equal to the excess of (a) the cash or the then-current fair market value of any shares received (determined as of the date of vesting
or settlement, as applicable) over (b) the amount, if any, paid by the participant for the shares (if applicable). Carrier is generally
entitled to a federal income tax deduction for the amount that the participant recognizes as ordinary income at the same time that
such income is recognized by the participant. When a participant sells shares acquired pursuant to such an award, the participant
generally recognizes capital gain or
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loss (short or long term, depending on whether the participant held the shares for more than one year) equal to the difference
between the amount realized on the disposition of the shares and the participant’s tax basis in the shares (generally equal to sum of
the amount that the participant recognized as ordinary income when the award vested or was settled, as applicable, and the amount
paid by the participant for the shares, if any). The holding period for such shares for purposes of determining whether capital gain or
loss is short or long term generally begins after the date on which the participant recognizes ordinary income with respect to the
shares.
Other Tax Provisions. In general, Carrier, as a publicly-held corporation, is denied a tax deduction for any compensation
(including awards) paid to a “covered employee” (generally a person who is or was chief executive officer, chief financial officer, or
one of the three other most highly compensated executive officers) to the extent that the compensation income (including awards)
recognized by the covered employee exceeds $1,000,000 in any year.
Awards may, in certain instances, result in the deferral of compensation that is subject to the requirements of Section 409A of
the Code. Generally, to the extent that an award fails to meet certain requirements under Section 409A of the Code and fails to
qualify for an exemption from such requirements, the participant will be subject to immediate taxation, interest and tax penalties in
the year the award vests. It is intended that awards will be structured and administered in a manner that complies with, or is exempt
from, the requirements of Section 409A of the Code, but there is no guarantee that the awards will comply or be exempt.
United States Federal Employment Tax Consequences
In general, the amount that a participant recognizes as ordinary income in connection with an award is subject to applicable
payroll and employment taxes. However, a payment that is deferred under the Plan is generally subject to payroll and employment
taxes when there is no substantial risk of forfeiture of the participant’s right to the deferred payment, even if the participant has not
yet recognized that payment for income tax purposes.
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DESCRIPTION OF MATERIAL INDEBTEDNESS
The material agreements described below are filed as exhibits to the registration statement on Form S-1 of which this
prospectus is a part. The summaries set forth below of each such agreement are qualified in their entireties by reference to the full
text of the applicable agreements, which are incorporated by reference into this prospectus.
On February 10, 2020, Carrier entered into a Revolving Credit Agreement providing for a $2.0 billion unsecured,
unsubordinated 5-year revolving credit facility and a Term Loan Credit Agreement providing for a $1.75 billion unsecured,
unsubordinated 3-year term loan credit facility. Additionally, on February 27, 2020, Carrier issued $9.25 billion of unsecured,
unsubordinated notes in six series. Prior to the distribution, Carrier also intends to enter into a $2.0 billion unsecured,
unsubordinated commercial paper program. The term loan credit facility, which Carrier expects to draw in full in an amount equal to
$1.75 billion prior to the distribution, and the unsecured notes are guaranteed by UTC until the distribution date and upon
completion of the distribution such guarantees will terminate. As a result of such transactions, we anticipate having approximately
$11.4 billion in aggregate principal amount of outstanding indebtedness when the distribution is completed. We may also incur
additional indebtedness in the future. In addition, the amount of indebtedness actually incurred by Carrier may be adjusted prior to
the completion of the distribution in a manner that is intended to result in approximately $24.3 billion of adjusted net indebtedness
of the UTC Aerospace Businesses immediately prior to the completion of the merger, subject to and in accordance with the
Raytheon merger agreement; accordingly, the actual debt balance of Carrier immediately following the distribution may be higher or
lower than currently anticipated.
Carrier expects to use proceeds from the revolving credit facility and commercial paper program for general corporate purposes
and to use the net proceeds from the term loan credit facility and bond offering for distributions to UTC. UTC has informed us that
it intends to use the proceeds it receives from Carrier to pay principal and accrued interest on a portion of its outstanding
indebtedness.
Carrier’s debt balance at the time of the distribution is being determined based on internal capital planning and considering the
following factors and assumptions: anticipated business plan, optimal debt levels, operating activities, general economic
contingencies, investment grade credit rating, and desired financing capacity.
Notes
As described above, on February 27, 2020, Carrier issued $9.25 billion in aggregate principal amount of unsecured,
unsubordinated notes in six series: $500 million of 1.923% notes due 2023, $2.0 billion of 2.242% notes due 2025, $1.25 billion of
2.493% notes due 2027, $2.0 billion of 2.722% notes due 2030, $1.5 billion of 3.377% notes due 2040 and $2.0 billion of 3.577%
notes due 2050. These notes were issued pursuant to an Indenture between Carrier and The Bank of New York Mellon Trust
Company, N.A., as trustee as supplemented by the Supplemental Indenture No. 1, and were offered and sold to qualified
institutional buyers in reliance on Rule 144A under the Securities Act and to non-U.S. persons in reliance on Regulation S of the
Securities Act. These notes are subject to customary affirmative covenants, negative covenants and events of default for financings
of this type and are redeemable at Carrier’s option in a customary manner.
In connection with the issuance of these notes, Carrier entered into a registration rights agreement with the initial purchasers of
the notes, pursuant to which Carrier will use commercially reasonable efforts to (1) file a registration statement on an appropriate
registration form with respect to a registered offer to exchange each series of notes for new notes with terms substantially identical
in all material respects to such series of notes and (2) cause the registration statement to be declared effective under the Securities
Act on or before February 21, 2021. Carrier agreed to use commercially reasonable efforts to complete the exchange offer for each
series of notes within 60 days after the registration statement is declared effective by the SEC. If the exchange offer is not completed
on or before the later of February 21, 2021, and the date on which in certain circumstances one of the initial purchasers so requests,
Carrier will use its commercially reasonable efforts to file and to have declared effective a shelf registration statement relating to
resales of the notes.
Revolving and Term Loan Credit Facilities
As described above, on February 10, 2020, Carrier and its wholly owned subsidiary, Carrier Intercompany Lending Designated
Activity Company, entered into a Revolving Credit Agreement with JPMorgan Chase Bank, N.A., as administrative agent and the
other financial institutions to be party thereto as agents and lenders,
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providing for a $2.0 billion unsecured, unsubordinated 5-year revolving credit facility. The revolving credit facility will not be
available to Carrier or its subsidiaries until completion of the distribution. Loans under the revolving credit facility will be available
in U.S. Dollars, Euros and Pounds Sterling and, subject to customary conditions, certain other currencies. Loans under the revolving
credit facility will bear interest based on a ratings-based pricing grid.
In addition, on February 10, 2020, Carrier, as borrower, and UTC, as guarantor, entered into a Term Loan Credit Agreement
with JPMorgan Chase Bank, N.A., as administrative agent and the other financial institutions to be party thereto as agents and
lenders, providing for a $1.75 billion unsecured, unsubordinated 3-year term loan credit facility, which Carrier expects to draw in
full in an amount equal to $1.75 billion prior to the distribution. Loans under the term loan credit facility are available in U.S.
Dollars and bear interest based on a ratings-based pricing grid. Following the distribution, Carrier will not be able to draw on the
term loan credit facility and UTC will cease to be a guarantor thereto.
The credit agreements contain affirmative and negative covenants customary for financings of this type that, among other
things, limit Carrier and its subsidiaries’ ability to incur additional liens, to make certain fundamental changes and to enter into sale
and leaseback transactions. In addition, the credit agreements require that we maintain a maximum consolidated total leverage ratio.
The credit agreements also contain events of default customary for financings of this type.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
Before the separation and distribution, all of the outstanding shares of Carrier common stock will be owned beneficially and of
record by UTC. Following the separation and distribution, Carrier expects to have outstanding an aggregate of approximately
866,223,435 shares of common stock based upon approximately 866,223,435 shares of UTC common stock issued and outstanding
on February 28, 2020, excluding treasury shares, assuming no exercise of UTC options and applying the distribution ratio.
Share Ownership Information for Directors and Officers
The following table shows the number of shares of Carrier common stock expected to be beneficially owned by our current
directors, named executive officers and our directors and current executive officers as a group immediately following the
completion of the distribution, based on ownership of UTC common stock as of January 31, 2020 and based on the assumption that,
for every share of UTC common stock held by such persons, they will receive one share of Carrier common stock. None of these
individuals, or the group as a whole, would be expected to beneficially own more than 1 percent of our common stock immediately
following the completion of the distribution. Each person listed in the following table had sole voting and investment power of the
shares shown, except as noted in the footnotes below.

Directors and Executive Officers

John V. Faraci
Jean-Pierre Garnier
John J. Greisch
Charles M. Holley, Jr.
Michael M. McNamara
Michael A. Todman
Virginia M. (Gina) Wilson
David Gitlin
Timothy McLevish
Christopher Nelson
Matthew Pine
Jurgen Timperman
All directors and executive officers as a group
(16 persons)

SARs
Exercisable
within 60 days(1)

—
—
—
—
—
—
—
91,010
—
5,504
682
1,678

RSUs
Convertible
to Shares within
60 days(2)

2,404
—
—
—
—
—
—
—
—
—
—
—

DSUs
Convertible
to Shares within
60 days(3)

54,559
90,875
—
—
—
—
—
—
—
—
—
—

Total
Shares
Beneficially
Owned(4)

Percentage
of Class

56,963
108,985
322
29
—
—
—
112,680(5)
—
12,449
1,816
3,494

*
*
*
*
*
*
*
*
*
*
*
*

366,308

*

(1)

The SARs in the table reflect the net number of shares of Carrier common stock that would be issued to the executive officers if their vested SARs were
exercised within 60 days of January 31, 2020 (assuming that the UTC SARs could be exercised for Carrier common stock). Once vested, each SAR can be
exercised for the number of shares having a value equal to the increase in value of a share from the date the SAR was granted through the exercise date. The
net number of shares was calculated using $150.20 per share, which was the closing price of UTC common stock on January 31, 2020.

(2)

The non-employee director RSUs vest in equal portions over five years and are distributed in shares of common stock upon termination of service. The table
reflects the vested portion of the RSUs, which are the number of shares in which the director has the right to acquire beneficial ownership at any time within 60
days after January 31, 2020, following termination of service (assuming the UTC RSUs are settled in Carrier common stock).

(3)

The non-employee director DSUs are converted into common stock upon termination of service. The table reflects the number of shares in which the director
and nominee has the right to acquire beneficial ownership at any time within 60 days after January 31, 2020, following termination of service (assuming the
UTC DSUs are settled in Carrier common stock).

(4)

Includes vested share equivalents held under the UTC Employee Savings Plan that are allocated to an executive officer’s account.

(5)

Includes 12,893 shares in which Mr. Gitlin shares voting and investment power with his spouse.

*

Represents beneficial ownership of less than one percent of the outstanding shares of UTC common stock, based on 865,308,981 shares of UTC common stock
issued and outstanding as of January 31, 2020.
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Certain Beneficial Owners
The following table shows all holders known to Carrier that are expected to be beneficial owners of more than 5 percent of the
outstanding shares of Carrier common stock immediately following the completion of the distribution, based on ownership of UTC
common stock as of December 31, 2019 and based upon the assumption that, for every share of UTC common stock held by such
persons, they will receive one share of Carrier common stock.
Name and Address

Shares

State Street Corporation(1)
State Street Financial Center
One Lincoln Street
Boston, MA 02111
The Vanguard Group(2)
100 Vanguard Boulevard
Malvern, PA 19355
BlackRock, Inc.(3)
55 East 52nd Street
New York, NY 10055

Percent of
Class

90,405,435

10.5%

70,309,850

8.1%

57,639,496

6.7%

(1)

State Street Corporation reported in an SEC filing that, as of December 31, 2019, it held sole voting power with respect to zero shares of UTC common stock,
shared voting power with respect to 81,790,103 shares of UTC common stock, sole dispositive power with respect to zero shares of UTC common stock, and
shared dispositive power with respect to 90,395,535 shares of UTC common stock. State Street Corporation also reported that its wholly owned subsidiary,
State Street Bank and Trust Company, is the trustee for the UTC common stock in the UTC Employee Savings Plan Master Trust, which beneficially owns
5.9% of common stock of UTC, and that in this capacity State Street Bank and Trust Company has shared dispositive power and voting power over the shares.

(2)

The Vanguard Group reported in an SEC filing that, as of December 31, 2019, it held sole voting power with respect to 1,173,286 shares of UTC common
stock, shared voting power with respect to 210,851 shares of UTC common stock, sole dispositive power with respect to 68,965,760 shares of UTC common
stock, and shared dispositive power with respect to 1,344,090 shares of UTC common stock.

(3)

BlackRock, Inc., reported in an SEC filing that, as of December 31, 2019, it held sole voting power with respect to 51,540,316 shares of UTC common stock
and sole dispositive power with respect to 57,639,496 shares of UTC common stock.
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DESCRIPTION OF CARRIER CAPITAL STOCK
Carrier’s certificate of incorporation and bylaws will be amended and restated prior to the distribution. The following briefly
summarizes the material terms of our capital stock that will be contained in our amended and restated certificate of incorporation
and amended and restated bylaws. These summaries do not describe every aspect of these securities and documents and are subject
to all the provisions of our amended and restated certificate of incorporation or amended and restated bylaws that will be in effect
at the time of the distribution, and are qualified in their entirety by reference to these documents, which you should read (along with
the applicable provisions of Delaware law) for complete information on our capital stock as of the time of the distribution. The
amended and restated certificate of incorporation and amended and restated bylaws, each in a form expected to be in effect at the
time of the distribution, are included as exhibits to the registration statement on Form S-1, of which this prospectus forms a part. We
will include our amended and restated certificate of incorporation and amended and restated bylaws, as in effect at the time of the
distribution, in a Current Report on Form 8-K filed with the SEC. The following also summarizes certain relevant provisions of the
DGCL. Since the terms of the DGCL are more detailed than the general information provided below, you should read the actual
provisions of the DGCL for complete information.
General
Carrier’s authorized capital stock will consist of 4,000,000,000 shares of common stock, par value $0.01 per share, and
250,000,000 shares of preferred stock, par value $0.01 per share.
Immediately following the distribution, we expect that approximately 866,223,435 shares of our common stock will be issued
and outstanding and that no shares of our preferred stock will be issued and outstanding.
Common Stock
Immediately following the distribution, we expect that approximately 866,223,435 shares of our common stock will be issued
and outstanding, all of which will be fully paid and nonassessable.
Common shareowners will be entitled to one vote for each share held on all matters submitted to a vote of shareowners.
Common shareowners will be entitled to share equally in the dividends, if any, that may be declared by Carrier’s Board of
Directors out of funds that are legally available to pay dividends, but only after payment of any dividends required to be paid on
outstanding preferred stock, if any. Upon any voluntary or involuntary liquidation, dissolution or winding up of Carrier, the common
shareowners will be entitled to share ratably in all assets of Carrier remaining after we pay all of our debts and other liabilities and
any amounts we may owe to the holders of our preferred stock, if any.
Common shareowners will not have any preemptive, subscription, redemption or conversion rights. The rights, preferences and
privileges of common shareowners will be subject to the rights of the shareowners of any series of preferred stock that we will or
may designate and issue.
Delaware law and our amended and restated bylaws will permit us to issue uncertificated shares of common stock.
Preferred Stock
As noted above, the rights, preferences and privileges of common shareowners may be affected by the rights, preferences and
privileges granted to holders of preferred stock. For this reason, you should be aware that Carrier’s Board of Directors will have the
authority, without further action by the shareowners, to issue shares of preferred stock in one or more series, and to fix the rights,
preferences and privileges (including voting rights, dividend rights, conversion rights, redemption privileges and liquidation
preferences) of each series, which may be greater than the rights of the common stock. It is not possible to state the actual effect of
the issuance of any additional series of preferred stock upon the rights of common shareowners until the Board determines the
specific rights of the holders of that series. However, the effects might include, among other things (1) restricting dividends on the
common stock, (2) diluting the voting power of the common stock, (3) impairing the liquidation rights of the common stock, or (4)
delaying or preventing a change in control of Carrier without further action by the shareowners.
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Immediately following the distribution, we expect no shares of our preferred stock to be issued and outstanding.
Charter and Bylaw Provisions
Upon completion of the separation and the distribution, we expect that eight individuals will serve on Carrier’s Board of
Directors. At each annual meeting of shareowners, the entire Board will be elected for a term of one year. Carrier’s amended and
restated bylaws will provide that the Board may, from time to time, designate the number of directors; however, the number may not
be less than five nor more than 14. Vacancies on the board (except in an instance where a director is removed by shareowners and
the resulting vacancy is filled by shareowners) may be filled by a vote of the majority of the directors then in office, even if less than
a quorum.
Carrier’s amended and restated bylaws will establish advance notice procedures with respect to shareowner proposals and the
nomination of candidates for election of directors, other than nominations made by or at the direction of Carrier’s Board of
Directors. Eligible shareowners will be permitted to include their own director nominees in Carrier’s proxy materials under the
circumstances set forth in the amended and restated bylaws. Generally, a shareowner or a group of up to 20 shareowners, who has
maintained continuous qualifying ownership of at least 3 percent of Carrier’s outstanding common stock for at least three years, will
be permitted to include director nominees constituting up to 20 percent of the Board in the proxy materials for an annual meeting of
shareowners if such shareowner or group of shareowners complies with the other requirements set forth in the proxy access
provision.
Carrier’s amended and restated bylaws will include an exclusive forum provision. This provision will provide that, unless
Carrier consents in writing to the selection of an alternative forum, the sole and exclusive forum for various types of suits will be a
state court located within the State of Delaware (or, if no state court located within the State of Delaware has jurisdiction, the federal
district court for the District of Delaware). Such suits will include (1) any derivative action or proceeding brought on behalf of
Carrier, (2) any action asserting a claim of breach of a fiduciary duty owed by any director or officer or other employee of Carrier to
the company or to Carrier’s shareowners, (3) any action asserting a claim against Carrier or any director or officer or other employee
of Carrier arising pursuant to any provision of the DGCL or Carrier’s amended and restated certificate of incorporation or amended
and restated bylaws (as either may be amended from time to time) or (4) any action asserting a claim against Carrier or any director
or officer or other employee of Carrier governed by the internal affairs doctrine. Under Carrier’s amended and restated bylaws, to
the fullest extent permitted by law, this exclusive forum provision will apply to state and federal law claims, including claims under
the federal securities laws, including the Securities Act and the Exchange Act, although Carrier shareowners will not be deemed to
have waived Carrier’s compliance with the federal securities laws and the rules and regulations thereunder. The enforceability of
similar choice of forum provisions in other companies’ organizational documents has been challenged in legal proceedings, and it is
possible that, in connection with claims arising under federal securities laws or otherwise, a court could find the exclusive forum
provision contained in Carrier’s amended and restated bylaws to be inapplicable or unenforceable.
Carrier’s amended and restated certificate of incorporation and amended and restated bylaws will provide that any action
permitted to be taken at an annual or special meeting of shareowners may be effected by the written consent of shareowners if
shareowners representing 25 percent of the outstanding voting power of Carrier capital stock have requested a record date for such
action and certain other conditions are satisfied in accordance with Carrier’s amended and restated certificate of incorporation and
amended and restated bylaws.
Carrier’s amended and restated certificate of incorporation and amended and restated bylaws will provide that special meetings
of shareowners may be called by the Chairman of the Board of Directors or the Chief Executive Officer, a majority of Carrier’s
whole Board of Directors, or the Secretary at the written request of shareowners with qualifying ownership of at least 15 percent of
the outstanding shares of Carrier capital stock entitled to vote generally in the election of directors and subject to the provisions and
conditions set forth in Carrier’s amended and restated certificate of incorporation and amended and restated bylaws.
Under Delaware law, the affirmative vote of a majority of the shares entitled to vote on any matter is required to amend a
corporation’s certificate of incorporation or bylaws, unless a corporation’s certificate of incorporation or bylaws, as the case may be,
requires a greater percentage.
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Certain of the provisions of Carrier’s amended and restated certificate of incorporation and amended and restated bylaws
discussed above and below could discourage a proxy contest or the acquisition of control of a substantial block of our stock. These
provisions could also have the effect of discouraging a third party from making a tender offer or otherwise attempting to obtain
control of Carrier, even though an attempt to obtain control of Carrier might be beneficial to Carrier and its shareowners.
Carrier’s amended and restated certificate of incorporation will include provisions eliminating the personal liability of our
directors for monetary damages resulting from breaches of their fiduciary duty to the extent permitted by Delaware law. The
amended and restated bylaws will include provisions indemnifying our directors, officers and employees to the fullest extent
permitted by Delaware law, including under circumstances in which indemnification is otherwise discretionary. The amended and
restated bylaws will additionally include provisions relating to reimbursement by Carrier of expenses reasonably incurred by our
current and former directors and officers in advance of the final disposition of any such proceeding, and permitting the Chief
Executive Officer or the General Counsel and the Chief Financial Officer acting together to reimburse the expenses of our current
and former employees, agents and fiduciaries in advance of the final disposition of any such proceeding.
Change of Control
Section 203 of the DGCL, under certain circumstances, may make it more difficult for a person who is an “Interested
Shareowner,” as defined in Section 203, to effect various business combinations with a corporation for a three-year period. Under
Delaware law, a corporation’s certificate of incorporation or bylaws may exclude a corporation from the restrictions imposed by
Section 203. However, Carrier’s amended and restated certificate of incorporation and amended and restated bylaws will not
exclude us from these restrictions, and these restrictions will apply to us.
Listing
We intend to apply to have our shares of common stock listed on the NYSE under the symbol “CARR.”
Sale of Unregistered Securities
On March 15, 2019, Carrier issued one share of its common stock to UTC pursuant to Section 4(a)(2) of the Securities Act. We
did not register the issuance of the issued shares under the Securities Act because such issuance did not constitute a public offering.
Transfer Agent and Registrar
After the distribution, the transfer agent and registrar for our common stock will be Computershare.
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WHERE YOU CAN FIND MORE INFORMATION
We have filed a registration statement on Form S-1 with the SEC under the Securities Act with respect to the shares of our
common stock being distributed as contemplated by this prospectus. This prospectus is a part of, and does not contain all of the
information set forth in, the registration statement and the exhibits and schedules to the registration statement. For further
information with respect to Carrier and Carrier common stock, please refer to the registration statement, including its exhibits and
schedules. Statements made in this prospectus relating to any contract or other document filed as an exhibit to the registration
statement include the material terms of such contract or other document. However, such statements are not necessarily complete,
and you should refer to the exhibits attached to the registration statement for copies of the actual contract or document. You may
review a copy of the registration statement, including its exhibits and schedules, on the Internet website maintained by the SEC at
www.sec.gov. Information contained on or connected to any website referenced in this prospectus is not incorporated into
this prospectus or the registration statement of which this prospectus forms a part, or in any other filings with, or any
information furnished or submitted to, the SEC.
As a result of the distribution, Carrier will become subject to the information and reporting requirements of the Exchange Act
and, in accordance with the Exchange Act, will file periodic reports, proxy statements and other information with the SEC.
We intend to furnish holders of our common stock with annual reports containing consolidated financial statements prepared in
accordance with GAAP and audited and reported on, with an opinion expressed, by an independent registered public accounting
firm.
You should rely only on the information contained in this prospectus or to which this prospectus has referred you. We have not
authorized any person to provide you with different information or to make any representation not contained in this prospectus.
CERTAIN LEGAL MATTERS
Ariel David, Esq., Vice President, Legal & Secretary of Carrier will pass upon the validity of the common stock on behalf of
Carrier.
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The combined financial statements as of December 31, 2019 and 2018 and for each of the three years in the period ended
December 31, 2019 included in this prospectus have been so included in reliance on the report of PricewaterhouseCoopers LLP, an
independent registered public accounting firm, given on the authority of said firm as experts in auditing and accounting.
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Report of Independent Registered Public Accounting Firm
To the Shareowners and Board of Directors of United Technologies Corporation
Opinion on the Financial Statements
We have audited the accompanying combined balance sheets of Carrier Global Corporation (a Business of United Technologies
Corporation) (the “Company”) as of December 31, 2019 and 2018, and the related combined statements of operations, of
comprehensive income, of changes in equity and of cash flows for each of the three years in the period ended December 31, 2019,
including the related notes and financial statement schedule listed in the accompanying index (collectively referred to as the
“combined financial statements”). In our opinion, the combined financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for each of
the three years in the period ended December 31, 2019 in conformity with accounting principles generally accepted in the United
States of America.
Change in Accounting Principle
As discussed in Note 19 to the combined financial statements, the Company changed the manner in which it accounts for leases in
2019.
Basis for Opinion
These combined financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on the Company’s combined financial statements based on our audits. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the
Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.
We conducted our audits of these combined financial statements in accordance with the standards of the PCAOB and in accordance
with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the combined financial statements are free of material misstatement, whether due
to error or fraud.
Our audits included performing procedures to assess the risks of material misstatement of the combined financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the combined financial statements. Our audits also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the
combined financial statements. We believe that our audits provide a reasonable basis for our opinion.
/s/ PricewaterhouseCoopers LLP
Hartford, Connecticut
February 7, 2020
We have served as the Company's auditor since 2019.
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Combined Statements of Operations
For the Years Ended
December 31,
2019
2018
2017

(dollars in millions)

Net sales:
Product sales (Notes 5 and 16)
Service sales

$ 15,360
3,248
18,608

Costs and expenses:
Cost of products sold (Notes 5 and 16)
Cost of services sold
Research and development
Selling, general and administrative

$ 15,674
3,240
18,914

10,890
2,299
401
2,761
16,351
236
(2)
2,491
(154)
(27)
2,672
517
2,155
39
$ 2,116 $

Equity method investment net earnings
Other income (expense), net
Operating profit
Non-service pension benefit
Interest (income) expense, net
Income from operations before income taxes
Income tax expense
Net income
Less: Noncontrolling interest in subsidiaries’ earnings
Net income attributable to Carrier Global Corporation
See accompanying notes to the Combined Financial Statements.
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$ 14,775
3,039
17,814

11,063
2,282
400
2,689
16,434
220
937
3,637
(168)
(37)
3,842
1,073
2,769
35
2,734 $

10,474
2,155
364
2,584
15,577
218
575
3,030
(139)
115
3,054
1,787
1,267
40
1,227
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Combined Statements of Comprehensive Income
For the Years Ended
December 31,
2019
2018
2017

(dollars in millions)

Net income
Other comprehensive (loss) income, net of tax:
Foreign currency translation adjustments arising during period
Less: reclassification adjustments for gain on sale of an investment in a foreign entity recognized
in Other income (expense), net
Pension and postretirement benefit plans:
Net actuarial loss arising during period
Prior service (cost) credit arising during period
Amortization of actuarial loss and prior service cost
Other
Tax benefit
Unrealized loss on available-for-sale securities:
Unrealized holding loss arising during period
Reclassification adjustments for gain on sale of investment included in Other income (expense),
net

Tax benefit
Change in unrealized cash flow hedging:
Unrealized cash flow hedging gain arising during period
Loss reclassified into Product sales
Other comprehensive (loss) income, net of tax
Comprehensive income
Less: comprehensive income attributable to noncontrolling interest
Comprehensive income attributable to Carrier Global Corporation
See accompanying notes to the Combined Financial Statements.
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$ 2,155

$ 2,769

$ 1,267

48

(449)

771

2
50

—
(449)

—
771

(112)
—
11
3
(98)
15
(83)

(221)
(9)
17
21
(192)
33
(159)

(13)
14
16
(33)
(16)
5
(11)

—

—

(31)

—

—

(394)

—
—
—

—
—
—

(425)
163
(262)

—
—
2
—
2
1
—
2
3
(33)
(606)
501
2,122
2,163
1,768
(35)
(27)
(74)
$ 2,087 $ 2,136 $ 1,694
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Combined Balance Sheets
As of December 31,
2019
2018

(dollars in millions)

Assets
Cash and cash equivalents
Accounts receivable (net of allowance for doubtful accounts of $45 and $141) (Notes 5 and 16)
Contract assets, current
Inventories, net
Other assets, current
Total Current Assets
Future income tax benefits
Operating lease right-of-use assets
Fixed assets, net
Intangible assets, net
Goodwill
Pension and postretirement assets
Equity method investments
Other assets
Total Assets

$

$

952
2,726
622
1,332
327
5,959
500
832
1,663
1,083
9,884
490
1,739
256
22,406

$

$

1,129
2,673
566
1,363
378
6,109
398
—
1,653
1,214
9,849
441
1,770
303
21,737

Liabilities and Equity
Accounts payable (Notes 5 and 16)
Accrued liabilities
Contract liabilities, current
Total Current Liabilities
Operating lease liabilities
Future pension and postretirement benefit obligations
Future income tax obligations
Other long-term liabilities
Total Liabilities
Commitments and contingent liabilities (Note 20)
UTC Net Investment:
UTC Net Investment
Accumulated other comprehensive loss
Total UTC Net Investment

1,701
2,325
443
4,469
682
456
1,099
1,265
7,971

1,944
2,074
448
4,466
—
419
1,280
1,303
7,468

15,355
(1,253)
14,102

15,132
(1,215)
13,917

Noncontrolling interest
Total Equity
Total Liabilities and Equity

333
14,435
22,406

352
14,269
21,737

$
See accompanying notes to the Combined Financial Statements.
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Combined Statements of Changes in Equity

(dollars in millions)

UTC Net
Investment

Accumulated
Other
Comprehensive
Income (Loss)

Balance January 1, 2017
$ 15,696 $
Net income
1,227
Redeemable noncontrolling interest in
subsidiaries’ earnings
—
Other comprehensive income, net of
tax
—
Sale (purchase) of subsidiary shares
from noncontrolling interest
4
Dividends attributable to
noncontrolling interest
—
Acquisition of noncontrolling interest
—
Redeemable noncontrolling interest
fair value adjustment
(81)
(1,816)
Net transfers to UTC
Balance December 31, 2017
15,030
Net income
2,734
Other comprehensive loss, net of tax
—
Dividends attributable to
noncontrolling interest
—
Adoption of ASU 2016-16
9
(2,641)
Net transfers to UTC
Balance December 31, 2018
15,132
Net income
2,116
Other comprehensive loss, net of tax
—
Dividends attributable to
noncontrolling interest
—
Disposition of noncontrolling interest
—
Adoption of ASU 2018-02
9
(1,902)
Net transfers to UTC
$ 15,355 $
Balance December 31, 2019

Total
UTC Net
Investment

(1,084) $
—

14,612
1,227

Noncontrolling
Interest

$

348
40

Redeemable
Noncontrolling
Interest

Total
Equity

$ 14,960
1,267

—

—

(9)

467

467

11

478

—

4

—

4

—
—

—
—

(31)
12

(31)
12

$

(9)

177
—
9
23
(286)
(4)
—

—
—
(617)
—
(598)

(81)
(1,816)
14,413
2,734
(598)

—
—
371
35
(8)

(81)
(1,816)
14,784
2,769
(606)

81
—
—
—
—

—
—
—
(1,215)
—
(29)

—
9
(2,641)
13,917
2,116
(29)

(46)
—
—
352
39
(4)

(46)
9
(2,641)
14,269
2,155
(33)

—
—
—
—
—
—

—
—
(9)
—
(1,253) $

—
—
—
(1,902)
14,102 $

(28)
(28)
(26)
(26)
—
—
—
(1,902)
333 $ 14,435 $

See accompanying notes to the Combined Financial Statements.
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Combined Statements of Cash Flows
For the Years Ended
December 31,
2019
2018

(dollars in millions)

Operating Activities:
Net income
Adjustments to reconcile net income to net cash flows provided by operating activities, net
of acquisitions and dispositions:
Depreciation and amortization
Deferred income tax (benefit) provision
Impact from U.S. tax reform
Gain on sale of Taylor
Gain on sale of available-for-sale securities
Stock compensation cost
Equity method investment net earnings
Distributions from equity method investments
Impairment of equity method investment
Change in:
Accounts receivable, net
Contract assets, current
Inventories, net
Other assets, current
Accounts payable and accrued liabilities
Contract liabilities, current
Pension contributions
Other operating activities, net
Net cash flows provided by operating activities

$

Investing Activities:
Capital expenditures
Investments in businesses, net of cash acquired (Note 9)
Dispositions of businesses (Note 9)
Proceeds from sale of investments in Watsco, Inc.
Other investing activities, net
Net cash flows provided by (used in) investing activities
Financing Activities:
Increase (decrease) in short-term borrowings, net
Issuance of project financing obligations
Repayment of project financing obligations
Purchase of shares from redeemable noncontrolling interest
Dividends paid to noncontrolling interest
Net transfers to UTC
Other financing activities, net
Net cash flows used in financing activities
Effect of foreign exchange rates on cash and cash equivalents
Net (decrease) increase in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of year
Cash, cash equivalents and restricted cash, end of year
Less: Restricted cash
Cash and cash equivalents, end of year
Supplemental Cash Flow Information:
Interest paid, net of amounts capitalized
Interest paid - related party
Income taxes paid - related party
Income taxes paid, net of refunds

$

$

$

See accompanying notes to the Combined Financial Statements.
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2,155

$

2,769

2017

$ 1,267

335
(122)
—
—
—
52
(236)
158
108

357
133
—
(799)
—
44
(220)
143
—

372
73
799
—
(418)
34
(218)
142
—

(129)
23
(2)
17
(311)
(18)
(36)
8
2,002

(211)
(67)
(151)
(7)
88
24
(45)
(3)
2,055

159
—
(102)
(21)
192
—
(44)
(137)
2,098

(243)
—
6
—
24
(213)

(263)
(310)
1,032
—
(44)
415

(326)
(176)
52
596
125
271

25
107
(138)
—
(28)
(1,954)
21
(1,967)

3
117
—
—
(46)
(2,685)
(16)
(2,627)

(8)
99
(103)
(286)
(31)
(1,850)
(14)
(2,193)

1
(177)
1,134
957
5
952 $

28
55
475
284

$

$

(39)
64
(196)
240
1,330
1,090
1,134
1,330
5
6
1,129 $ 1,324

16
59
649
276

$

$

14
202
608
309
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Notes to the Combined Financial Statements
NOTE 1: DESCRIPTION OF THE BUSINESS
Carrier Global Corporation (“Carrier”, “the Business,” “we,” “us” or “our”) is a global provider of heating, ventilating, air
conditioning (“HVAC”), refrigeration, fire and security solutions. Carrier also provides a broad array of related building services,
including audit, design, installation, system integration, repair, maintenance and monitoring.
Carrier’s operations are classified into three segments: HVAC, Refrigeration, and Fire & Security. The HVAC and
Refrigeration segments sell their products and solutions directly, including to building contractors and owners, transportation
companies and retail stores, or indirectly through equity method investments, independent sales representatives, distributors,
wholesalers, dealers and retail outlets. These products and services are sold under the Carrier name and other brand names including
Automated Logic, Bryant, CIAT, Day & Night, Heil, NORESCO, Riello, Carrier Commercial Refrigeration, Carrier Transicold,
Sensitech and others. For the Fire & Security segment, products and services are used by governments, financial institutions,
architects, building owners and developers, security and fire consultants, homeowners and other end-users requiring a high level of
security and fire protection for their businesses and residences. Carrier provides its fire and security products and services under
Autronica, Chubb, Det-Tronics, Edwards, Fireye, GST, Interlogix, Kidde, LenelS2, Marioff, Onity, Supra and other brand names,
and sells directly to customers as well as through manufacturers’ representatives, distributors, dealers, value-added resellers and
retailers.
On November 26, 2018, United Technologies Corporation (“UTC”) announced its plan to separate Carrier into an independent
publicly traded company (the “Separation”). The Separation will be effectuated through a spin-off, pursuant to which UTC will
distribute to UTC shareowners all of the outstanding common shares of common stock of Carrier.
NOTE 2: BASIS OF PRESENTATION
The Business has historically operated as a part of UTC; consequently, stand-alone financial statements have not historically
been prepared for the Business. The accompanying Combined Financial Statements have been prepared from UTC’s historical
accounting records and are presented on a stand-alone basis as if the Business’ operations had been conducted independently from
UTC. These Combined Financial Statements have been prepared in accordance with accounting principles generally accepted in the
United States of America (“U.S. GAAP”).
The Combined Statements of Operations include all revenues and costs directly attributable to Carrier, including costs for
facilities, functions and services used by Carrier. Costs for certain functions and services performed by centralized UTC are directly
charged to Carrier based on specific identification when possible or based on a reasonable allocation driver such as net sales,
headcount, usage or other allocation methods. The results of operations include allocations of costs for administrative functions and
services performed on behalf of Carrier by centralized groups within UTC and certain pension and other post-retirement benefit
costs (see Note 5 – Related Parties for a description of the allocation methodologies). All charges and allocations for facilities,
functions and services performed by UTC organizations have been deemed settled in cash by Carrier to UTC in the period in which
the cost was recorded in the Combined Statements of Operations. Current and deferred income taxes have been determined based on
the stand-alone results of Carrier. However, because the Business filed as part of UTC’s tax group in certain jurisdictions, the
Business’ actual tax balances may differ from those reported. The Business’ portion of its domestic and certain income taxes for
jurisdictions outside the United States are deemed to have been settled in the period the related tax expense was recorded.
UTC uses a centralized approach to cash management and financing its operations. Accordingly, none of the cash, third party
debt or related interest expense of UTC has been allocated to Carrier in the Combined Financial Statements. However, cash balances
primarily associated with certain foreign entities that do not participate in UTC’s cash management program have been included in
the Combined Financial Statements. Transactions between UTC and Carrier are deemed to have been settled immediately through
UTC’s Net Investment, other than those transactions which have historically been cash-settled and which are reflected in the
Combined Balance Sheets within Accounts receivable (see Note 6 – Accounts Receivable, Net and Note 5 – Related Parties for
additional information). The net effect of the deemed settled transactions is reflected in the Combined Statements of Cash Flows as
Net transfers to UTC within financing activities and in the Combined Balance Sheets as UTC’s Net Investment (see Note 5 –
Related Parties for additional information).
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All intracompany accounts and transactions within the Business have been eliminated in the preparation of the Combined
Financial Statements. The Combined Financial Statements of the Business include assets and liabilities that have been determined to
be specifically identifiable or otherwise attributable to the Business.
All of the allocations and estimates in the Combined Financial Statements are based on assumptions that management believes
are reasonable. However, the Combined Financial Statements included herein may not be indicative of the financial position, results
of operations and cash flows of the Business in the future, or if the Business had been a separate, stand-alone entity during the years
presented.
The noncontrolling interest represents the noncontrolling investors’ interests in the results of subsidiaries that we control and
combine.
NOTE 3: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Combination. The Combined Financial Statements have been prepared on a stand-alone basis and include the
accounts of Carrier and its wholly-owned subsidiaries, as well as entities in which Carrier has a controlling financial interest.
Use of Estimates. The preparation of the Combined Financial Statements in conformity with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities. In addition, estimates and assumptions
may impact the disclosure of contingent assets and liabilities at the date of the financial statements, as well as the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those estimates.
Cash and Cash Equivalents. Cash and cash equivalents includes cash on hand, demand deposits and short-term cash
investments that are highly liquid in nature and have original maturities of three months or less. The Business participates in UTC’s
centralized cash management and financing programs (see Note 5 – Related Parties for additional information). The cash reflected
on the Combined Balance Sheets represents cash on hand at certain foreign entities that do not participate in the centralized cash
management program and are specifically identifiable to the Business.
On occasion, the Business is required to maintain cash deposits with certain banks with respect to contractual or other legal
obligations. As of December 31, 2019 and 2018, restricted cash of approximately $5 million and $5 million, respectively, is
included in Other assets, current on the Combined Balance Sheets.
Accounts Receivable. Accounts receivable consist of billed and unbilled amounts. Billed amounts include invoices presented
to customers that have not been paid. Unbilled receivables represent revenues that have been earned but are not currently billable to
the customer under the terms of the contract because billings are based on milestones or other triggering events. These items are
expected to be billed and collected in the ordinary course of business. Receivables are recognized net of an allowance for doubtful
accounts. The Business primarily estimates reserves for losses on receivables based on historical experience and by specific
identification based on an assessment of a customer’s ability to make required payments. Upon adoption of Accounting Standards
Update (“ASU”) 2014-09, Revenue from Contracts with Customers, and its related amendments (collectively, the “New Revenue
Standard”) on January 1, 2018, the majority of unbilled receivables have been reclassified to Contract assets as described below.
Unbilled receivables where the Business has an unconditional right to payment are included in Accounts receivable.
Contract Assets and Liabilities. Contract assets and liabilities represent the difference in the timing of revenue recognition
from receipt of cash from the customers. Contract assets reflect revenue recognized and performance obligations satisfied in
advance of customer billing. Performance obligations partially satisfied in advance of customer billings are included in Contract
assets; prior to the adoption of the New Revenue Standard, these amounts were included as unbilled receivables in Accounts
receivable.
Contract liabilities relate to payments received in advance of the satisfaction of performance obligations under the contract.
The Business receives payments from customers based on the terms established in the contracts. See Note 4 – Revenue Recognition
for further discussion of contract assets and liabilities.
Inventories. Inventories are stated at the lower of cost or estimated realizable value and are primarily based on first-in, first-out
(“FIFO”) or average cost methods, which approximate current replacement cost; however,
F-9

TABLE OF CONTENTS

certain Carrier entities use the last-in, first-out (“LIFO”) method. If inventories that were valued using the LIFO method had been
valued under the FIFO method, they would have been higher by $120 million and $113 million at December 31, 2019 and 2018,
respectively. At December 31, 2019 and 2018, approximately 32% and 31%, respectively, of all inventory utilized the LIFO method.
Valuation reserves for excess, obsolete and slow-moving inventory are estimated by comparing the inventory levels of
individual parts and products to both future sales forecasts or production requirements and historical usage rates in order to identify
inventory where the resale value or replacement value is less than the cost of the inventory. Other factors that management considers
in determining the adequacy of these reserves include whether the part meets current specifications and whether it can be substituted
for a part currently being sold or used as a service part, and overall market conditions and other inventory management initiatives.
Fair Value of Financial Instruments. The fair value hierarchy is based on inputs to valuation techniques that are used to
measure fair value that are either observable or unobservable. Observable inputs reflect assumptions market participants would use
in pricing an asset or liability based on market data obtained from independent sources, while unobservable inputs reflect a reporting
entity’s pricing based upon their own market assumptions. The fair value hierarchy consists of the following three levels:
•

Level I – Quoted prices for identical instruments in active markets.

•

Level II – Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in
markets that are not active; and model-derived valuations whose inputs are observable or whose significant value drivers
are observable.

•

Level III – Instruments whose significant value drivers are unobservable.

The carrying amount of trade receivables, accounts payable and accrued expenses approximates fair value due to the short
maturity (less than one year) of the instruments.
Business Combinations. The Business accounts for transactions that are classified as business combinations in accordance
with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 805: Business
Combinations. Once a business is acquired, the fair value of the identifiable assets acquired and liabilities assumed are determined
with the excess cost recorded to goodwill. As required, preliminary fair values are determined once a business is acquired, with the
final determination of the fair values being completed within the one-year measurement period from the date of acquisition.
Equity Method Investments. Investments in which Carrier has the ability to exercise significant influence, but do not control,
are accounted for under the equity method of accounting and are presented on the Combined Balance Sheets. Under this method of
accounting, the Business’ share of the net earnings or losses of the investee is presented within Operating profit on the Combined
Statements of Operations since the activities of the investee are closely aligned with the operations of the Business. The Business
evaluates its equity method investments whenever events or changes in circumstance indicate that the carrying amounts of such
investments may be impaired. If a decline in the value of an equity method investment is determined to be other than temporary, a
loss is recorded in earnings in the current period. Distributions received from equity method investees are presented in the
Combined Statements of Cash Flows based on the cumulative earnings approach.
Goodwill and Intangible Assets. Goodwill represents costs in excess of fair values assigned to the underlying net assets of
acquired businesses. Goodwill and intangible assets deemed to have indefinite lives are not amortized. Goodwill and indefinite-lived
intangible assets are tested annually for impairment or when a triggering event occurs using the guidance and criteria described in
FASB ASC Topic 350: Intangibles – Goodwill and Other. This testing compares carrying values to fair values and, when
appropriate, the carrying value of these assets is reduced to fair value. The Business completed its most recent annual impairment
testing as of July 1, 2019 and determined that no impairments to the carrying value of goodwill or indefinite lived intangible assets
were necessary.
Intangible assets consist of trademarks, patents, service contracts, monitoring lines and customer relationships and are
recognized at fair value in acquisition accounting and then amortized to cost of sales and selling, general and administrative
expenses.
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Useful lives of finite-lived intangible assets are estimated based upon the nature of the intangible asset. These intangible assets
are amortized based on the pattern in which the economic benefits of the intangible assets are consumed. If a pattern of economic
benefit cannot be reliably determined or if straight-line amortization approximates the pattern of economic benefit, a straight-line
amortization method may be used. The range of estimated useful lives is as follows:
Customer relationships
Trademarks and trade names
Service contracts
Monitoring lines
Patents

1-30 years
5-30 years
1-23 years
7-10 years
7-8 years

Other Long-Lived Assets. The Business evaluates the potential impairment of other long-lived assets whenever events or
changes in circumstances indicate that the related carrying amounts of a long-lived asset or asset group may not be recoverable. The
carrying value of a long-lived asset or asset group is considered impaired when the projected future undiscounted cash flows to be
generated from the asset or asset group over its remaining depreciable life are less than its current carrying value. The Business
measures impairment based on the amount by which the carrying value exceeds the estimated fair value of the long-lived asset or
asset group. There were no impairments of long-lived assets for the three years ended December 31, 2019.
Income Taxes. Income taxes as presented in the Combined Financial Statements of the Business attribute current and deferred
income taxes of UTC to the Business’ stand-alone financial statements in a manner that is systematic, rational and consistent with
the asset and liability method prescribed by FASB ASC Topic 740: Income Taxes (“ASC 740”). Accordingly, the Business’ income
tax provision was prepared following the separate return method. The separate return method applies ASC 740 to the stand-alone
financial statements of each member of the consolidated group as if the group members were a separate taxpayer and a stand-alone
enterprise. The calculation of our income taxes on a separate return basis requires considerable amount of judgment and use of both
estimates and allocations. As a result, actual transactions included in the consolidated financial statements of UTC may not be
included in the separate Combined Financial Statements of the Business. Similarly, the tax treatment of certain items reflected in the
Combined Financial Statements of the Business may not be reflected in the consolidated financial statements and tax returns of
UTC. Therefore, such items as net operating losses, credit carry-forwards and valuation allowances may exist in the stand-alone
financial statements that may or may not exist in UTC’s consolidated financial statements. As such, the income taxes of the
Business as presented in the Combined Financial Statements may not be indicative of the income taxes that the Business will
generate in the future.
Certain operations of the Business have historically been included in a consolidated return with other UTC entities. Current
obligations for taxes in certain jurisdictions, where the Business files a consolidated tax return with UTC, are deemed settled with
UTC for purposes of the Combined Financial Statements. Current obligations for tax in jurisdictions where the Business does not
file a consolidated return with UTC, including certain foreign jurisdictions and certain U.S. states, are recorded as accrued liabilities.
On December 22, 2017, the TCJA was enacted (see Note 14 – Income Taxes). As a result, income tax attributable to certain
previously undistributed earnings of the Business’ international subsidiaries was recognized in 2017 and is recorded within Accrued
liabilities and Future income tax obligations on the Combined Balance Sheets pursuant to UTC’s election to pay the tax over time,
for which Carrier will settle with UTC.
In the ordinary course of business, there is inherent uncertainty in quantifying income tax positions. The Business assesses its
income tax positions and records tax benefits for all years subject to examination based upon management’s evaluation of the facts,
circumstances and information available at the reporting date. For those tax positions where it is more-likely-than-not that a tax
benefit will be sustained, the Business has recorded the largest amount of tax benefit with a greater than 50% likelihood of being
realized upon ultimate settlement with a taxing authority that has full knowledge of all relevant information. For those income tax
positions where it is not more-likely-than-not that a tax benefit will be sustained, no tax benefit has been recognized in the financial
statements. Where applicable, associated interest expense has also been recognized. The Business recognizes accrued interest
related to unrecognized tax benefits in interest expense. Penalties, if incurred, would be recognized as a component of income tax
expense.
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The TCJA contains a new law that subjects the Business to a tax on Global Intangible Low-Taxed Income (“GILTI”),
beginning in 2018. GILTI is a tax on foreign income in excess of a deemed return on tangible assets of foreign corporations. The
FASB has provided that companies subject to GILTI have the option to account for the GILTI tax as a period cost if and when
incurred, or to recognize deferred taxes for temporary differences, including outside basis differences, expected to reverse as GILTI.
The Business has elected to account for GILTI as a period cost, if incurred.
Revenue Recognition. ASU 2014-09 and its related amendments were effective for reporting periods beginning after
December 15, 2017. The Business adopted the New Revenue Standard effective January 1, 2018 and elected the modified
retrospective approach. The results for periods before 2018 were not adjusted for the new standard. See Note 4 – Revenue
Recognition for a discussion of the effect of the New Revenue Standard on the Combined Financial Statements.
The Business accounts for revenue in accordance with FASB ASC Topic 606: Revenue from Contracts with Customers. Under
Topic 606, a performance obligation is a promise in a contract to transfer a distinct good or service to the customer. Some of the
contracts with customers contain a single performance obligation, while others contain multiple performance obligations most
commonly when a contract spans multiple phases of the product life-cycle such as development, production, installation,
maintenance and support. A contract’s transaction price is allocated to each distinct performance obligation and recognized as
revenue when, or as, the performance obligation is satisfied. When there are multiple performance obligations within a contract, the
Business allocates the transaction price to each performance obligation based on its relative stand-alone selling price.
Carrier considers the contractual consideration payable by the customer and assesses variable consideration that may affect the
total transaction price, including contractual discounts, price concessions, contract incentive payments, estimates of award fees and
other sources of variable consideration, when determining the transaction price of each contract. The Business includes variable
consideration in the estimated transaction price when there is a basis to reasonably estimate the amount. These estimates are based
on historical experience, anticipated performance and best judgment at the time. The Business also considers whether the contracts
provide customers with significant financing. Generally, contracts do not contain significant financing.
Point in time revenue recognition. Performance obligations are satisfied as of a point in time for certain businesses in HVAC,
certain refrigeration systems and certain alarm and fire detection and suppression systems. Revenue is recognized when control of
the product transfers to the customer, generally upon product shipment.
Over-time revenue recognition. Performance obligations are satisfied over-time if the customer receives the benefits as the
Business performs work, if the customer controls the asset as it is being produced, or if the product being produced for the customer
has no alternative use and the Business has a contractual right to payment. The Business recognizes revenue on an over-time basis
on installation and service contracts related to its Refrigeration and Fire & Security businesses as well as certain businesses within
HVAC. For over-time performance obligations requiring the installation of equipment, revenue is recognized using costs incurred to
date relative to total estimated costs at completion to measure progress. Incurred costs represent work performed, which correspond
with and best depict transfer of control to the customer. Contract costs include labor, materials and subcontractors’ costs, or other
direct costs, and where applicable, indirect costs.
Contract modifications that are for goods or services that are not distinct are accounted for as part of the existing contract. If the
goods or services are considered distinct, then the contract modification would be accounted for prospectively or as part of a new
contract. The Business reviews cost estimates on significant contracts on at least a quarterly basis, and for others, no less frequently
than annually or when circumstances change and warrant a modification to a previous estimate. The Business records changes in
contract estimates using the cumulative catch-up method. There were no material changes in contract estimates during the periods
presented.
For 2017, prior to the adoption of the New Revenue Standard, the Business recognized sales for products and services in
accordance with the provisions of Staff Accounting Bulletin (“SAB”) Topic 13, Revenue Recognition, as applicable. Sales within the
scope of this SAB Topic were recognized when persuasive evidence of an arrangement existed, product delivery had occurred or
services had been rendered, pricing was fixed or determinable and collectability was reasonably assured. Subsequent changes in
service contracts were accounted for prospectively.
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Contract Accounting and Separately Priced Maintenance: For construction-type and certain production-type contracts, sales
were recognized on a percentage-of-completion basis following contract accounting methods. Contracts consisted of enforceable
agreements which form the basis of our unit of accounting for measuring sales, accumulating costs and recording loss provisions as
necessary. Contract accounting required estimates of award fees and other sources of variable consideration as well as future costs
over the performance period of the contract. Cost estimates were subject to change and result in adjustments to margins on contracts
in progress. Contract costs included estimated inventoriable manufacturing, engineering, product warranty and product performance
guarantee costs, as appropriate.
Loss provisions on contracts were recognized to the extent that estimated contract costs exceed the estimated consideration
contemplated under the contractual arrangement. For new commitments, the Business generally recorded loss provisions at the
earlier of contract announcement or contract signing except for certain requirements contracts under which losses are recorded upon
receipt of the purchase order which obligates us to perform. For existing commitments, anticipated losses on contracts were
recognized in the period in which losses become evident. Products contemplated under contractual arrangements included firm
quantities of products sold under contract.
The Business reviewed its cost estimates on significant contracts on a quarterly basis, and for others, no less frequently than
annually or when circumstances change and warrant a modification to a previous estimate. The Business recorded changes in
contract estimates using the cumulative catch-up method in accordance with the FASB ASC Topic 605: Revenue Recognition.
Cash Payments to Customers. Carrier customarily offered its customers incentives to purchase products to ensure an adequate
supply of its products in the distribution channels. The principal incentive program provided reimbursements to distributors for
offering promotional pricing for products. The Business accounted for incentive payments made as a reduction in sales based on an
estimate at the time the sale is recognized.
Self-Insurance. The Business maintains self-insurance retentions for a number of risks, including but not limited to, workers’
compensation, general liability, automobile liability, property and employee-related healthcare benefits. It has obtained insurance
coverage for amounts exceeding individual and aggregate loss limits. The Business accrues for known future claims and incurred
but not reported losses. Liabilities related to self-insured risks were $239 million and $224 million at December 31, 2019 and 2018,
respectively, of which $66 million and $64 million were primarily classified as Other long-term liabilities at December 31, 2019 and
2018, respectively. The expense related to self-insurance was $177 million, $170 million and $158 million for the years ended
December 31, 2019, 2018 and 2017, respectively.
Environmental. Environmental investigatory, remediation, operating and maintenance costs are accrued when it is probable
that a liability has been incurred and the amount can be reasonably estimated. The most likely cost to be incurred is accrued based
on an evaluation of currently available facts with respect to each individual site, including existing technology, current laws and
regulations and prior remediation experience. Where no amount within a range of estimates is more likely, the minimum is accrued.
For sites with multiple responsible parties, the Business considers its likely proportionate share of the anticipated remediation costs
and the ability of the other parties to fulfill their obligations in establishing a provision for those costs. Liabilities with fixed or
reliably determinable future cash payments are discounted. Accrued environmental liabilities are not reduced by potential insurance
reimbursements. See Note 20 – Contingent Liabilities for additional details on the environmental remediation activities.
Asbestos Related Liabilities and Insurance Recoveries, and Indemnification Receivables. The Business records an
undiscounted liability for any asbestos related contingency that is probable of occurrence and reasonably estimable. In connection
with the recognition of liabilities for asbestos related matters, the Business records asbestos related insurance recoveries that are
deemed probable. The amounts recorded by Carrier for asbestos-related liabilities and insurance recoveries are based on currently
available information and assumptions that Management believes are reasonable. Carrier’s actual liabilities or insurance recoveries
could be higher or lower than those recorded if actual results vary significantly from the assumptions. Key variables in these
assumptions include the number and type of new claims to be filed each year, the outcomes or resolution of such claims, the average
cost of resolution of each new claim, the amount of insurance available, allocation methodologies, the contractual terms with each
insurer with whom the Business has reached settlements, the resolution of coverage issues with other excess insurance carriers with
whom the Business has not yet achieved
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settlements, and the solvency risk with respect to Carrier’s insurance carriers. Other factors that may affect future liability include
uncertainties surrounding the litigation process from jurisdiction to jurisdiction and from case to case, legal rulings that may be
made by state and federal courts and the passage of state or federal legislation. At the end of each year, the Business evaluates all of
these factors and, with input from an outside actuarial expert, make any necessary adjustments to both estimated asbestos liabilities
and insurance recoveries. For additional information, see Note 20 – Contingent Liabilities.
Asset Retirement Obligations. The Business records the fair value of legal obligations associated with the retirement of
tangible long-lived assets in the period in which it is determined to exist, if a reasonable estimate of fair value can be made. Upon
initial recognition of a liability, the Business capitalizes the cost of the asset retirement obligation by increasing the carrying amount
of the related long-lived asset. Over time, the liability is increased for changes in its present value and the capitalized cost is
depreciated over the useful life of the related asset. As of December 31, 2019 and 2018, the outstanding liability for asset retirement
obligations was $74 million and $73 million, respectively, which is included in Other long-term liabilities in the accompanying
Combined Balance Sheets.
Other Income (Expense), Net. Other income (expense), net includes the impact of foreign exchange gains or losses, gains or
losses on sale of fixed assets as well as other infrequently occurring items. Gains and losses on the disposal of businesses or other
investments are also included within Other income (expense), net.
Foreign Exchange. The Business operates in many different currencies and, accordingly, is subject to the inherent risks
associated with foreign exchange rate movements. The financial position and results of operations of substantially all of the
Business are measured using the local currency as the functional currency. Foreign currency denominated assets and liabilities are
translated into U.S. Dollars at the exchange rates existing at the respective balance sheet dates, and income and expense items are
translated at the average exchange rates during the respective periods. The aggregate effects of translating foreign currency
denominated balance sheets are deferred as a separate component of UTC Net Investment.
Pension and Postretirement Obligations. Guidance under FASB ASC Topic 715: Compensation – Retirement Benefits
requires balance sheet recognition of the overfunded or underfunded status of pension and postretirement benefit plans. Under this
guidance, actuarial gains and losses, prior service costs or credits and any remaining transition assets or obligations that have not
been recognized under previous accounting standards must be recognized in other comprehensive income, net of tax effects, until
they are amortized as a component of net periodic benefit cost. Pension and postretirement obligation balances and related costs
reflected within the Combined Financial Statements include both costs directly attributable to plans dedicated to Carrier, as well as
an allocation of costs for Carrier employees’ participation in UTC’s plans. See Note 12 – Employee Benefit Plans for additional
details.
Product Performance Obligations. The Business extends performance and operating cost guarantees beyond normal service
and warranty policies for extended periods on some of the Business’ products. The liabilities under such guarantees are based upon
future product performance and durability and the Business records such costs that are probable and can be reasonably estimated
within Cost of products sold. Separately priced extended warranties are recorded within Contract liabilities as of December 31, 2019
and 2018. In addition, the Business incurs discretionary costs to service its products in connection with product performance issues.
The costs associated with these product performance and operating cost guarantees require estimates over the full terms of the
agreements and require management to consider factors such as the extent of future maintenance requirements and the future cost of
material and labor to perform the services. These cost estimates are largely based upon historical experience. See Note 18 –
Guarantees for further discussion.
UTC Net Investment. UTC’s net investment in the Business is presented as “UTC Net Investment” on the Combined Balance
Sheets. The Combined Statements of Changes in Equity include net cash transfers and other property transfers between UTC and
the Business as well as related party receivables and payables between the Business and other UTC affiliates that were settled on a
current basis. UTC performs cash management and other treasury-related functions on a centralized basis for nearly all of its legal
entities, which includes the Business and, consequently, the net cash generated by the Business is transferred to UTC through the
intercompany accounts.
Recent Accounting Pronouncements. In October 2016, the FASB issued ASU 2016-16, Income Taxes (Topic 740): IntraEntity Transfers of Assets Other Than Inventory. This ASU requires the income tax
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consequences of an intra-entity transfer of an asset, other than inventory, to be recognized when the transfer occurs. Two common
examples of assets included in the scope of this update are intellectual property and property, plant and equipment. Carrier adopted
the new standard effective January 1, 2018. The adoption of this standard did not have a material impact on the Combined Financial
Statements.
In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments. This ASU requires a financial asset (or group of financial assets) to be measured at an amortized
cost basis and presented at the net amount expected to be collected. The allowance for credit losses is a valuation account that is
deducted from the amortized cost basis of the financial assets in order to present the net carrying value, which represents the amount
expected to be collected on the financial asset. The provisions of this ASU are effective for years beginning after December 15,
2019, with early adoption permitted. The Business is still evaluating the impact of this ASU and its related amendments on the
Combined Financial Statements, which is not expected to be material.
In February 2018, the FASB issued ASU 2018-02, Reclassification of Certain Tax Effects from Accumulated Other
Comprehensive Income (Topic 220). The new standard allows companies to reclassify to retained earnings the stranded tax effects in
accumulated other comprehensive income (AOCI) from the then newly-enacted TCJA. The new standard is effective for fiscal years
beginning after December 15, 2018, including interim periods within those fiscal years, with early adoption permitted. The Business
elected to reclassify the income tax effects of TCJA from AOCI to UTC Net Investment effective January 1, 2019. The adoption of
this standard did not have a material impact on the Combined Financial Statements.
In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework—Changes to
the Disclosure Requirements for Fair Value Measurement. The new standard removes the disclosure requirements for the amount of
and reasons for transfers between Level 1 and Level 2 of the fair value hierarchy. The provisions of this ASU are effective for years
beginning after December 15, 2019, with early adoption permitted. The Business does not expect this ASU to have a significant
impact on the Combined Financial Statements, as it only includes changes to disclosure requirements.
In August 2018, the FASB issued ASU 2018-14, Compensation—Retirement Benefits—Defined Benefit Plans—General
(Subtopic 715-20): Disclosure Framework—Changes to the Disclosure Requirements for Defined Benefit Plans. The new standard
includes updates to the disclosure requirements for defined benefit plans including several additions, deletions and modifications to
the disclosure requirements. The provisions of this ASU are effective for years ending after December 15, 2020, with early adoption
permitted. The Business is currently evaluating the impact of this ASU and expect to adopt for the year ending December 31, 2020.
In August 2018, the FASB issued ASU 2018-15, Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40):
Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That is a Service Contract. The new
standard provides updated guidance surrounding implementation costs associated with cloud computing arrangements that are
service contracts. The provisions of this ASU are effective for years beginning after December 15, 2019, with early adoption
permitted. The Business is currently evaluating the impact of this ASU.
In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes.
The amendments in this update remove certain exceptions of Topic 740 including: exception to the incremental approach for
intraperiod tax allocation when there is a loss from continuing operations and income or gain from other items; exception to the
requirement to recognize a deferred tax liability for equity method investments when a foreign subsidiary becomes an equity method
investment; exception to the ability not to recognize a deferred tax liability for a foreign subsidiary when a foreign equity method
investment becomes a subsidiary; exception to the general methodology for calculating income taxes in an interim period when a
year-to-date loss exceeds the anticipated loss for the year. There are also additional areas of guidance in regards to: franchise and
other taxes partially based on income and the interim recognition of enactment of tax laws and rate changes. The provisions of this
ASU are effective for years beginning after December 15, 2020, with early adoption permitted. The Business is currently evaluating
the impact of this ASU.
NOTE 4: REVENUE RECOGNITION
Under the New Revenue Standard effective for the period ending December 31, 2018, revenue is recognized using an over-time
revenue recognition model when contracts meet one or more of the mandatory criteria established in the New Revenue Standard. If
none of the criteria are met, revenue is recognized at a point in
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time. Performance obligations are satisfied at a point in time for HVAC, certain refrigeration systems and certain alarm and fire
detection and suppression systems and products. Revenue is recognized at the point when control of the product transfers to the
customer, generally upon product shipment. Under the New Revenue Standard, revenue is recognized on an over-time basis using an
input method for installation, service and other repair contracts within the Business. For separately priced product maintenance,
sales are primarily recognized on a straight-line basis over the contract period. The Business measures progress toward completion
for these contracts using costs incurred to date relative to total estimated costs at completion. Incurred costs represent work
performed, which corresponds with and best depicts the transfer of control to the customer. The ongoing effect of recognizing
revenue on an over-time basis is not expected to be materially different than the previous revenue recognition method.
The New Revenue Standard had an immaterial impact on the 2018 Combined Statement of Operations. The New Revenue
Standard also resulted in the establishment of Contract asset and Contract liability balance sheet accounts, and in the reclassification
of balances to these new accounts from Accounts receivable, Inventories and contracts in progress, net, and Accrued liabilities.
Contract Assets and Liabilities. Contract assets reflect revenue recognized and performance obligations satisfied in advance
of customer billing. Contract liabilities relate to payments received in advance of the Business satisfying its performance obligations
under the contract. The Business receives payments from customers based on the terms established in the contracts. Total contract
assets and contract liabilities as of December 31, 2019 and 2018 are as follows:
2019

(dollars in millions)

Contract assets, current
Contract assets, noncurrent (included within Other assets)
Total contract assets
Contract liabilities, current
Contract liabilities, noncurrent (included within Other long-term liabilities)
Total contract liabilities
Net contract assets

$

$

622 $
57
679
(443)
(168)
(611)
68 $

2018

566
100
666
(448)
(164)
(612)
54

The Business reclassified $666 million to contract assets in connection with the adoption of the New Revenue Standard on
January 1, 2018. Contract assets increased by $13 million from January 1, 2019 to December 31, 2019 due primarily to revenue
recognition in excess of customer billings. Contract assets increased by $143 million from January 1, 2018 to December 31, 2018
due primarily to revenue recognition in excess of customer billings.
The Business reclassified $612 million to contract liabilities in connection with the adoption of the New Revenue Standard. In
2019, we recognized net sales of $362 million related to contract liabilities as of January 1, 2019. Contract liabilities decreased by
$1 million from January 1, 2019 to December 31, 2019 and increased by $4 million from January 1, 2018 through December 31,
2018.
Remaining performance obligations (“RPO”). RPOs are the aggregate amount of total contract transaction price that is
unsatisfied or partially unsatisfied. Carrier’s total RPO is approximately $4.7 billion and $5.3 billion as of December 31, 2019 and
2018, respectively. Of the total RPO as of December 31, 2019, the Business expects approximately 64% will be recognized as sales
over the following 12 months.
NOTE 5: RELATED PARTIES
Historically, Carrier has been managed and operated in the ordinary course of business with other affiliates of UTC.
Accordingly, certain shared costs have been allocated to the Business and reflected as expenses in the Combined Financial
Statements.
Related Party Sales. During the historical periods presented, the Business sold products and services to UTC and its nonCarrier businesses. Product sales in the Combined Statements of Operations include sales to affiliates of UTC of $23 million, $25
million and $29 million for the years ended December 31, 2019, 2018 and 2017, respectively.
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Allocated Centralized Costs. The Combined Financial Statements have been prepared on a stand-alone basis and are derived
from the consolidated financial statements and accounting records of UTC.
UTC incurs significant corporate costs for services provided to the Business as well as to other UTC businesses. These services
include treasury, tax, accounting, human resources, audit, legal, purchasing, information technology and other such services. The
costs associated with these services generally include all payroll and benefit costs, as well as overhead costs related to the support
functions. UTC also allocates costs associated with corporate insurance coverage and medical, pension, postretirement and other
health plan costs for employees participating in UTC sponsored plans. UTC corporate costs were either specifically attributable to
Carrier, when possible, or allocated to the Business. Allocations are based on direct usage where identifiable as well a number of
other utilization measures including headcount, proportionate usage and relative revenues. All such amounts have been deemed to
have been incurred and settled by the Business in the period in which the costs were recorded and are included in the UTC Net
Investment.
The allocated functional service expenses and general corporate expenses for the years ended December 31, 2019, 2018 and
2017 were $245 million, $277 million and $240 million, respectively, and are primarily included in Selling, general and
administrative in the Combined Statements of Operations.
In the opinion of management of UTC and the Business, the expense and cost allocations have been determined on a basis
considered to be a reasonable reflection of the utilization of services provided or the benefit received by the Business during 2019,
2018 and 2017. The amounts that would have been, or will be incurred, on a stand-alone basis could differ from the amounts
allocated due to economies of scale, difference in management judgment, a requirement for more or fewer employees or other
factors. Management does not believe, however, that it is practicable to estimate what these expenses would have been had the
Business operated as an independent entity, including any expenses associated with obtaining any of these services from unaffiliated
entities. In addition, the future results of operations, financial position and cash flows could differ materially from the historical
results presented herein.
Cash Management and Financing. The Business participates in UTC’s centralized cash management and financing programs.
Disbursements are made through centralized accounts payable systems, which are operated by UTC. Cash receipts are transferred to
centralized accounts, which are also maintained by UTC. As cash is received and disbursed by UTC, it is accounted for by the
Business through UTC Net Investment. All short and long-term debt is financed by UTC, and financing decisions for wholly and
majority owned subsidiaries are determined by UTC Treasury. See Note 2 – Basis of Presentation for additional information. The
Business’ cash that is not included in the centralized cash management and financing programs is classified as Cash and cash
equivalents on the Combined Balance Sheets.
Accounts Receivable and Payable. Certain related party transactions between the Business and UTC have been included
within UTC Net Investment in the Combined Balance Sheets in the historical periods presented when the related party transactions
are not settled in cash. The UTC Net Investment includes related party receivables due from UTC and its affiliates of $16.0 billion
and $15.1 billion as of December 31, 2019 and 2018, respectively. The UTC Net Investment includes related party payables due to
UTC and its affiliates of $3.3 billion and $2.6 billion as of December 31, 2019 and 2018, respectively. The interest income and
expense related to the activity with UTC that was included in Carrier’s results is presented on a net basis in the Combined
Statements of Operations. Interest income on the activity with UTC was $91 million, $110 million and $85 million for the years
ended December 31, 2019, 2018 and 2017, respectively. Interest expense on the activity with UTC was $55 million, $59 million and
$202 million for the years ended December 31, 2019, 2018 and 2017, respectively. Included in interest expense for the year ended
December 31, 2017 is $146 million related to a related party payable that was settled in November 2017. The total effect of the
settlement of these related party transactions is reflected as a financing activity in the Combined Statements of Cash Flows.
Additionally, certain transactions between Carrier and UTC and affiliate businesses are cash-settled on a current basis and,
therefore, are reflected in the Combined Balance Sheets. Accounts receivable includes $6 million and $12 million at December 31,
2019 and 2018, respectively, and Accounts payable includes $4 million and $8 million at December 31, 2019 and 2018,
respectively, related to such transactions.
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Guarantees. UTC and its affiliates have issued parent company guarantees to certain customers or other third parties regarding
the performance obligations of Carrier under certain installation and long-term maintenance contracts. There were no costs charged
to the Business by UTC related to these guarantees. Payouts under these guarantees were not significant for 2019, 2018 and 2017.
UTC has also obtained guarantees from banks on behalf of Carrier to guarantee ordinary course of business performance
obligations as required by certain Carrier customers or other third parties. Typically, such guarantees are in amounts equal to a
portion or the entire value of the awarded contract and remain in place through the completion of a contract or warranty period. As
of December 31, 2019 and 2018, total outstanding UTC guarantees were approximately $1.4 billion and $0.9 billion, respectively.
The Business does not believe that the performance of the underlying obligations secured by such guarantees will have a material
adverse effect on Carrier’s financial position, results of operations or cash flows. Third-party costs relating to bank guarantees are
reflected in the results of operations.
Equity Method Investments. Carrier sells products to and purchases products from uncombined entities accounted for under
the equity method, which are considered to be related parties. See Note 16–Equity Method Investments for additional disclosure
related to Carrier’s equity method investments and associated related party transactions.
Separation Costs. In connection with the Separation as further described in Note 1, we have incurred pre-separation costs of
approximately $58 million for the year ended December 31, 2019 and zero for both years ended December 31, 2018 and 2017.
These costs were primarily related to employee-related costs such as recruitment and relocation expenses, costs to establish certain
stand-alone functions and information technology systems, professional services fees and other transaction-related costs during
Carrier’s transition to being a stand-alone public company and are primarily recorded within Selling, general and administrative in
the Combined Statement of Operations.
NOTE 6: ACCOUNTS RECEIVABLE, NET
2019

(dollars in millions)

Trade receivables
Receivables from affiliates
Miscellaneous receivables

$

$
Less: Allowance for doubtful accounts

2018

2,444 $
143
184
2,771 $
(45)
2,726

2,549
113
152
2,814
(141)
2,673

Accounts receivable are carried at amounts that approximate fair value. Bad debt expense was $18 million, $20 million and $12
million for the years ended December 31, 2019, 2018 and 2017, respectively. In 2019, $61 million of the prior year allowance for
doubtful accounts has been reflected as a direct reduction in Trade receivables.
NOTE 7: INVENTORIES, NET
2019

(dollars in millions)

Raw materials
Work-in-process
Finished goods

$

$

290
120
922
1,332

2018

$

Raw materials, work-in-process and finished goods are net of valuation reserves of $152 million and $142 million as of
December 31, 2019 and 2018, respectively.
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NOTE 8: FIXED ASSETS, NET
Fixed assets are recorded at cost and are depreciated on a straight-line basis over the estimated useful lives of individual assets.
Estimated
Useful Lives
(Years)

(dollars in millions)

Land
Buildings and improvements
Machinery, tools and equipment
Rental assets
Other, including assets under construction

2019

$
40
3 to 25
3 to 12

Accumulated depreciation
$

113 $
1,138
1,924
395
188
3,758
(2,095)
1,663 $

2018

114
1,142
1,815
293
180
3,544
(1,891)
1,653

Depreciation expense was $219 million, $221 million and $226 million for the years ended December 31, 2019, 2018 and
2017, respectively.
NOTE 9: BUSINESS ACQUISITIONS, DISPOSITIONS, GOODWILL AND INTANGIBLE ASSETS
Business Acquisitions and Dispositions. The Business’ investments through acquisitions, net of cash acquired, in 2019 and
2018 were zero and $310 million, respectively. The acquisitions in 2018 are not considered material for presentation of pro forma
results under FASB ASC Topic 805: Business Combinations. Acquisition-related costs have been expensed as incurred and were not
material in any of the periods presented.
The Business completed the sale of businesses in 2019 and 2018 for $6 million and $1,032 million in cash, respectively. In
2018, the Business recorded a pre-tax gain of $799 million on the sale of the Taylor business.
Goodwill. The changes in the carrying amount of goodwill are as follows:
HVAC

(dollars in millions)

Balance as of January 1, 2018
Goodwill resulting from business combinations
Foreign currency translation and other
Balance as of December 31, 2018
Foreign currency translation and other
Balance as of December 31, 2019

$

$

5,472 $
—
(142)
5,330
21
5,351 $

Refrigeration

1,417 $
1
(187)
1,231
(3)
1,228 $

Fire &
Security

3,176 $
194
(82)
3,288
17
3,305 $

Total

10,065
195
(411)
9,849
35
9,884

The $411 million net reduction in goodwill within foreign currency translations and other in 2018 includes a $151 million
reduction of goodwill attributable to the sale of Taylor within the Refrigeration segment. We completed our annual impairment
testing as of July 1, 2019 and determined that no adjustments to the carrying value of goodwill were necessary.
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Intangible Assets. Identifiable intangible assets are comprised of the following:
2019
Gross Amount

(dollars in millions)

Amortized:
Customer relationships
Patents and trademarks
Monitoring lines
Service portfolios and other
Unamortized:
Trademarks and other
Total

$

$

2018
Accumulated
Amortization

1,479
287
67
629
2,462

$

534
2,996

$

Gross Amount

(1,154) $
(201)
(52)
(506)
(1,913)

1,511
292
64
631
2,498

—
(1,913) $

539
3,037

Accumulated
Amortization

$

(1,098)
(189)
(46)
(490)
(1,823)
—
(1,823)

$

Amortization of intangible assets was $116 million, $136 million and $146 million for the years ended December 31, 2019,
2018 and 2017, respectively. The estimated future amortization of intangible assets is as follows:
2020

(dollars in millions)

Future amortization

$

101

2021

$

91

2022

$

2023

72

$

63

2024

$

55

NOTE 10: ACCRUED LIABILITIES
2019

(dollars in millions)

Accrued salaries, wages and employee benefits
Accrued taxes
Warranty related
Project financing obligations
Accrued restructuring
Accrued legal and environmental reserves
Customer advances and deferred revenue
Other

$

$

516
318
200
234
66
24
26
941
2,325

2018

$

$

519
325
190
150
56
26
24
784
2,074

Customer advances and deferred revenue is primarily comprised of advanced billings on service contracts that are typically
billed annually or quarterly and amortized ratably over the contract period.
The project financing obligations included in the table above are associated with the sale of rights to unbilled revenues related
to the ongoing activity of an entity included within our HVAC segment.
NOTE 11: OTHER LONG-TERM LIABILITIES
Other long-term liabilities as of December 31, 2019 and 2018 are as follows:
2019

(dollars in millions)

Warranty related
Environmental reserves
Project financing obligations
Asset retirement obligations
Other

$

$

288
203
75
74
625
1,265

2018

$

$

283
200
137
73
610
1,303

The project financing obligations included in the table above are associated with the sale of rights to unbilled revenues related
to the ongoing activity of an entity included within our HVAC segment.
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NOTE 12: EMPLOYEE BENEFIT PLANS
The Business sponsors numerous single-employer domestic and international employee benefit plans and certain of our
employees participate in employee benefit plans (the “Shared Plans”) sponsored by UTC which include participants of other UTC
businesses. We account for our participation in the Shared Plans as multiemployer benefit plans, as discussed below.
In March 2017, the FASB issued ASU 2017-07, Compensation Benefits (Topic 715), Improving the Presentation of Net
Periodic Pension Cost and Net Periodic Postretirement Benefit Cost. This ASU requires an employer to report the service cost
component of net periodic pension benefit cost in the same line item(s) as other compensation cost arising from services rendered by
the pertinent employee during the period, with other cost components presented separately from the service cost component and
outside of income from operations. This ASU also allows only the service cost component of net periodic pension benefit cost to be
eligible for capitalization when applicable. This ASU was effective for years beginning after December 15, 2017. The Business
adopted this standard on January 1, 2018 applying the presentation requirements retrospectively. The Business elected to apply the
practical expedient, which allows us to use amounts in the employee benefit plans note as the basis for applying retrospective
presentation for comparative periods as it is impracticable to determine the disaggregation of the cost components for amounts
capitalized and amortized in those periods. Provisions related to presentation of the service cost component eligibility for
capitalization were applied prospectively. The presentation change related to the periodic benefit cost of Carrier’s defined benefit
pension and postretirement plans is reflected in all periods presented in these financial statements.
Employee Savings Plans. The Business sponsors various employee savings plans. UTC also sponsors and contributes to
defined contribution employee savings plans. Certain employees of Carrier participate in these plans. Carrier’s contributions to
employer sponsored defined contribution plans were $88 million, $94 million and $86 million for 2019, 2018 and 2017,
respectively.
Pension Plans. The Business sponsors both funded and unfunded domestic and foreign defined benefit pension plans that
cover a large number of our employees. The largest plans are generally closed to new participants. The Business’ plans use a
December 31 measurement date consistent with our fiscal year.
2019

(dollars in millions)

Change in Benefit Obligation
Beginning balance
Service cost
Interest cost
Actuarial (gain) loss
Benefits paid
Net settlement, curtailment and special termination benefits
Other
Ending balance

$

$

Change in Plan Assets
Beginning balance
Actual return on plan assets
Employer contributions
Benefits paid
Settlements
Other
Ending balance

$

$

Funded Status
Fair value of plan assets
Benefit obligations
Funded status of plan

$
$
F-21

2018

2,581 $
31
67
351
(132)
(38)
25
2,885 $

2,822
33
64
(110)
(114)
(8)
(106)
2,581

2,635 $
381
36
(132)
(14)
47
2,953 $

3,000
(162)
45
(114)
(7)
(127)
2,635

2,953 $
(2,885)
68 $

2,635
(2,581)
54
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(dollars in millions)

Amounts Recognized in the Combined Balance Sheets Consist of
Noncurrent assets
Current liability
Noncurrent liability
Net amount recognized
Amounts Recognized in Accumulated Other Comprehensive Loss Consist of
Net actuarial loss
Prior service cost
Net amount recognized

$

2018

488 $
(9)
(411)
68 $

$

$

577
15
592

$

442
(16)
(372)
54

$

482
11
493

$

The amounts included in “Other” in the above table primarily reflect the impact of foreign exchange translation, primarily for
plans in the U.K., Canada and Germany.
Qualified domestic pension plan benefits covering certain union-represented employees comprise approximately 9% of the
projected benefit obligation. Benefits for union employees are generally based on a stated amount for each year of service; these
plans are closed to new entrants. Foreign plans comprise approximately 91% of the projected benefit obligation; certain of these
plans provide participants with one-time payments upon separation of employment rather than a retirement annuity, but are
considered defined benefit plans for accounting purposes. Nonqualified domestic pension plans provide supplementary retirement
benefits to certain employees and are not a material component of the projected benefit obligation.
In 2019, 2018 and 2017, we made $36 million, $45 million and $44 million, respectively, of cash contributions to our foreign
defined benefit pension plans.
Information for pension plans with accumulated benefit obligations in excess of plan assets:
2019

(dollars in millions)

Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets

$

2018

549
506
137

$

690
630
270

$

501
463
125

Information for pension plans with projected benefit obligations in excess of plan assets:
2019

(dollars in millions)

Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets

$

2018

616
564
228

The accumulated benefit obligation for all defined benefit pension plans was $2.8 billion and $2.5 billion at December 31,
2019 and 2018, respectively.
The components of the net periodic pension benefit are as follows:
2019

(dollars in millions)

Pension Benefits:
Service cost
Interest cost
Expected return on plan assets
Amortization of prior service cost
Recognized actuarial net loss
Net settlement, curtailment and special termination benefits loss (gain)
Net periodic pension benefit – employer
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$

2018

2017

31 $
33 $
34
67
64
65
(154)
(170)
(160)
2
1
2
9
16
14
4
1
(3)
$ (41) $ (55) $ (48)
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Other changes in plan assets and benefit obligations recognized in other comprehensive loss in 2019 are as follows:
2019

(dollars in millions)

Current year actuarial loss
Amortization of actuarial loss
Amortization of prior service cost
Net settlement and curtailment gain
Other
Total recognized in other comprehensive loss
Net recognized in net periodic pension benefit and other comprehensive loss

$

$
$

112
(9)
(2)
(4)
2
99
58

The amount included in “Other” in the above table primarily reflects the impact of foreign exchange translation, primarily for
plans in the U.K., Canada and Germany.
The estimated amount that will be amortized from accumulated other comprehensive loss into net periodic pension benefit in
2020 is as follows:
(dollars in millions)

Net actuarial loss
Prior service cost

$

18
1
19

$
Major assumptions used in determining the benefit obligation and net cost for pension plans are presented in the following
table as weighted-averages:
Benefit Obligation
2019
2018

(dollars in millions)

Discount rate
Projected benefit obligation
Interest cost(1)
Service cost(1)
Salary scale
Expected return on plan assets

2.0%
—
—
3.4%
—

2.8%
—
—
3.0%
—

2019

2.8%
2.7%
3.2%
3.0%
5.6%

Net Cost
2018

2.5%
2.4%
2.8%
3.0%
6.0%

2017

2.7%
2.5%
3.1%
2.6%
6.2%

Note (1) The 2019 and 2018 discount rates used to measure the service cost and interest cost applies to our significant plans. The projected benefit obligation
discount rate is used for the service cost and interest cost measurements for non-significant plans.

The weighted-average discount rates used to measure pension benefit obligations and net costs are set by reference to specific
analyses using each plan’s specific cash flows and are then comparing them to high-quality bond indices for reasonableness. For
those significant plans, the Business utilizes a full yield curve approach in the estimation of the service cost and interest cost
components by applying the specific spot rates along the yield curve used in determination of the benefit obligation to the relevant
projected cash flows.
In determining the expected return on plan assets, we consider the relative weighting of plan assets, the historical performance
of total plan assets and individual asset classes, and economic and other indicators of future performance. In addition, we may
consult with and consider the opinions of financial and other professionals in developing appropriate capital market assumptions.
Return projections are also validated using a simulation model that incorporates yield curves, credit spreads and risk premiums to
project long-term prospective returns.
The plans’ investment management objectives include providing the liquidity and asset levels needed to meet current and
future benefit payments, while maintaining a prudent degree of portfolio diversification considering interest rate risk and market
volatility. Globally, investment strategies target a mix of approximately 40% of growth seeking assets and 60% of income
generating and hedging assets using a wide diversification of
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asset types, fund strategies and investment managers. The growth seeking allocation consists of global public equities in developed
and emerging countries, and alternative-asset class strategies. Within the income generating assets, the fixed income portfolio
consists of mainly government and broadly diversified high quality corporate bonds.
The plans have continued their pension risk management techniques designed to reduce the plans’ interest rate risk. More
specifically, the plans have incorporated liability hedging programs that include the adoption of a risk reduction objective as part of
the long-term investment strategy. Under this objective the income generating and hedging assets typically increased as funded
status improves. The hedging programs incorporate a range of assets and investment tools, each with ranging interest rate sensitivity.
As a result of the improved funded status of the plans due to favorable asset returns and funding of the plans, the income generating
and hedging assets increased significantly in recent years.
The fair values of pension plan assets at December 31, 2019 and 2018 by asset category are as follows:

(dollars in millions)

Asset Category
Public Equities:
Global Equities
Global Equity Commingled Funds(1)
Enhanced Global Equities(2)
Global Equity Funds at net asset value(8)
Private Equities(3),(8)
Fixed income securities:
Governments
Corporate Bonds
Fixed income securities(8)
Real Estate(4),(8)
Other(5),(8)
Cash & cash equivalents(6),(8)
Subtotal
Other Assets & Liability(7)
Total at December 31, 2019
Public Equities:
Global Equities
Global Equity Commingled Funds(1)
Enhanced Global Equities(2)
Global Equity Funds at net asset value(8)
Private Equities(3),(8)
Fixed income securities:
Governments
Corporate Bonds
Fixed income securities(8)
Real Estate(4),(8)
Other(5),(8)
Cash & cash equivalents(6),(8)
Subtotal
Other Assets & Liability(7)
Total at December 31, 2018

Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

$

29
—
3
—
—
8
—
—
—
—
—
40

$

$

22
1
1
—
—
13
—
—
—
—
—
37

$

Note (1) Represents commingled funds that invest primarily in common stocks.
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Significant
Observable
Inputs
(Level 2)

$

$

$

$

—
141
3
—
—
35
169
—
3
68
3
422

—
115
4
—
—
28
136
—
3
63
7
356

Significant
Unobservable
Inputs
(Level 3)

$

$

$

$

—
—
—
—
2
—
—
—
12
—
—
14

—
—
—
—
1
—
—
—
10
—
—
11

Not Subject
to Leveling

$

$

$

$

—
—
—
927
10
—
—
1,449
6
23
44
2,459

—
—
—
815
9
—
—
1,323
13
18
37
2,215

Total

$

29
141
6
927
12

43
169
1,449
21
91
47
$ 2,935
18
$ 2,953

$

22
116
5
815
10

41
136
1,323
26
81
44
$ 2,619
16
$ 2,635
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Represents enhanced equity separate account and commingled fund portfolios. A portion of the portfolio may include long-short market neutral and relative
value strategies that invest in publicly traded, equity and fixed income securities, as well as derivatives of equity and fixed income securities and foreign
currency.

Note 3

Represents limited partner investments with general partners that primarily invest in debt and equity.

Note 4

Represents investments in real estate including commingled funds and directly held properties.

Note 5

Represents insurance contracts and global balanced risk commingled funds consisting mainly of equity, bonds and some commodities.

Note 6

Represents short-term commercial paper, bonds and other cash or cash-like instruments.

Note 7

Represents trust receivables and payables that are not leveled.

Note 8

In accordance with ASU 2015-07, Fair Value Measurement (Topic 820), certain investments that are measured at fair value using the net asset value per
share (or its equivalent) practical expedient have not been classified in the fair value hierarchy. The fair value amounts presented in this table are intended to
permit reconciliation of the fair value hierarchy to the amounts presented for the total pension benefits plan assets.

Derivatives in the plan are primarily used to manage risk and gain asset class exposure while still maintaining liquidity.
Derivative instruments mainly consist of equity futures, interest rate futures, interest rate swaps and currency forward contracts.
The fair value measurement of plan assets using significant unobservable inputs (Level 3) did not have significant activity in
2019 or 2018 related to unrealized losses (gains), purchases, sales, or settlements.
Quoted market prices are used to value investments when available. Investments in securities traded on exchanges, including
listed futures and options, are valued at the last reported sale prices on the last business day of the year or, if not available, the last
reported bid prices. Fixed income securities are primarily measured using a market approach pricing methodology, where
observable prices are obtained by market transactions involving identical or comparable securities of issuers with similar credit
ratings. Over-the-counter securities and government obligations are valued at the bid prices or the average of the bid and ask prices
on the last business day of the year from published sources or, if not available, from other sources considered reliable, generally
broker quotes. Temporary cash investments are stated at cost, which approximates fair value.
We expect to make total contributions of approximately $29 million to our global defined benefit pension plans in 2020.
Contributions do not reflect benefits to be paid directly from corporate assets.
Benefit payments, including amounts to be paid from corporate assets, and reflecting expected future service, as appropriate,
are expected to be paid as follows: $127 million in 2020, $120 million in 2021, $123 million in 2022, $125 million in 2023, $126
million in 2024 and $665 million from 2025 through 2029.
Postretirement Benefit Plans. The Business sponsors postretirement benefit plans that provide health and both life benefits to
eligible retirees. The postretirement plans are unfunded. The benefit obligation was $6 million at both December 31, 2019 and 2018.
The net periodic benefit cost was $0.2 million, $0.2 million and $0.3 million for 2019, 2018 and 2017, respectively. Other
comprehensive income of $1 million was recognized during 2019 related to changes in benefit obligations.
The projected benefit obligation discount rate was 3.0% and 3.6% at December 31, 2019 and 2018, respectively. The Net Cost
discount rate was 3.6%, 3.4% and 3.7% for 2019, 2018 and 2017, respectively.
Benefit payments, including amounts to be paid from corporate assets, and reflecting expected future service, as appropriate,
are expected to be paid as follows: $0.3 million in 2020, $0.3 million in 2021, $0.2 million in 2022, $0.2 million in 2023, $0.2
million in 2024 and $1.1 million from 2025 through 2029.
Multiemployer Benefit Plans. The Business contributes to various domestic and foreign multiemployer defined benefit
pension plans. The risks of participating in these multiemployer plans are different from single-employer plans in that assets
contributed are pooled and may be used to provide benefits to employees of other participating employers. If a participating
employer stops contributing to the plan, the unfunded obligations of the plan may be borne by the remaining participating
employers. Lastly, if we choose to stop participating in some of our multiemployer plans, we may be required to pay those plans a
withdrawal liability based on the underfunded status of the plan.
Our participation in these plans for the annual periods ended December 31 is outlined in the table below. Unless otherwise
noted, the most recent Pension Protection Act (“PPA”) zone status available in 2019 and 2018
F-25

TABLE OF CONTENTS

is for the plan’s year-end at December 31, 2018, and December 31, 2017, respectively. The zone status is based on information that
we received from the plan and is certified by the plan’s actuary. Our significant plan is in the green zone which represents a plan that
is at least 80% funded and does not require a financial improvement plan (“FIP”) or a rehabilitation plan (“RP”).

(dollars in millions)
Pension Fund

Metal and technology industry
pension plan
Other funds

EIN/
Pension
Plan
Number

N/A

Zone Status
2019
2018

Green

FIP/ RP
Status
Pending/
Implemented

Green

No

Contributions
2019
2018

$

6
14
$ 20

$

6
15
$ 21

Expiration
Date of
CollectiveBargaining
Agreement

Surcharge
Imposed

No

September 30, 2021

UTC’s defined benefit pension and postretirement benefit plans have been accounted for as multi-employer plans in these
Combined Financial Statements, in accordance with FASB ASC No. 715-30, “Defined Benefit Plans-Pension” and FASB ASC No.
715-60, “Defined Benefit Plans-Other Postretirement”. FASB ASC No. 715, “Compensation-Retirement Benefits” provides that an
employer that participates in a multi-employer defined benefit plan is not required to report a liability beyond the contributions
currently due and unpaid to the plan. Therefore, no assets or liabilities related to these plans have been included in the Combined
Balance Sheets. These pension and post retirement expenses were allocated to the Business and reported in cost of goods sold,
selling, general and administrative expenses and non-service pension costs. The amounts for pension and retirement expenses for the
year ended December 31, 2019, 2018 and 2017 were as follows:
2019

(dollars in millions)

Service cost
Non-service pension cost

$
$

18 $
(81)
(63) $

2018

22 $
(80)
(58) $

2017

23
(57)
(34)

Stock-Based Compensation. Carrier participates in UTC’s long-term incentive plans (“LTIP”) which authorize various types
of market and performance-based incentive awards including stock options, stock appreciation rights, performance share units and
other such awards. Stock-based compensation expense reflected in the accompanying Combined Financial Statements relates to
stock plan awards of UTC awarded to Carrier employees and not stock awards of Carrier as Carrier does not grant stock awards.
The following disclosures represent stock-based compensation expenses attributable to Carrier based on the awards and terms
previously granted under UTC’s stock-based compensation plans to Carrier employees. Accordingly, the amounts presented are not
necessarily indicative of future awards and do not necessarily reflect the results that Carrier would have experienced as an
independent company for the periods presented.
Under the UTC LTIP Plans, the exercise price of awards is set on the grant date and may not be less than the fair market value
per share on that date. Generally, stock appreciation rights and stock options have a term of ten years and a three-year vesting
period, subject to limited exceptions. In the event of retirement, annual stock appreciation rights, stock options and restricted stock
units held for more than one year may become vested and exercisable, subject to certain terms and conditions. LTIP awards with
performance-based vesting generally have a minimum three-year vesting period and vest based on actual performance against preestablished metrics. In the event of retirement, performance-based awards held for more than one year, remain eligible to vest based
on actual performance relative to target metrics.
The Business measures the cost of all share-based payments, including stock options, at fair value on the grant date and
recognizes this cost in the Combined Statements of Operations net of expected forfeitures. For the years ended December 31, 2019,
2018 and 2017, $52 million, $44 million and $34 million respectively, of compensation cost directly attributable to Carrier
employees was recognized in operating results. The associated future income tax benefit recognized was $11 million, $10 million
and $8 million for the years ended December 31, 2019, 2018 and 2017, respectively. The amounts have been adjusted for the impact
of the TCJA. Please see Note 14 — Income Taxes for additional details.
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For the years ended December 31, 2019, 2018 and 2017, the amount of cash received from the exercise of stock options was $3
million, $4 million and $7 million, respectively, with an associated tax benefit realized of $16 million, $7 million and $19 million,
respectively. In addition, for the years ended December 31, 2019, 2018 and 2017, the associated tax benefit realized from the vesting
of performance share units and other restricted awards was $9 million, $2 million and $4 million, respectively. The 2019 amount
was computed using current U.S. federal and state tax rates.
At December 31, 2019, there was $62 million of total unrecognized compensation costs related to non-vested equity awards
granted under long-term incentive plans. This cost is expected to be recognized ratably over a weighted-average period of 2.5 years.
A summary of the transactions under all long-term incentive plans that UTC granted to Carrier employees for the year ended
December 31, 2019 follows:
Stock Options
Average
Shares
Price*

(shares and units in thousands)

Outstanding at
December 31, 2018
Granted
Ancillary**
Exercised/earned
Cancelled
Net Transfers(1)
December 31, 2019

Stock Appreciation Rights
Average
Shares
Price*

71 $ 85.86
2
133.19
—
—
(35)
87.18
(1)
110.83
(1)
95.23
36 $ 91.06

5,635 $
1,673
—
(1,658)
(157)
665
6,158 $

*

Weighted-average grant/exercise price

**

Ancillary shares granted based on actual performance achieved on the 2016 award

100.16
124.37
—
89.30
120.41
105.29
109.71

Performance Share
Units
Average
Units
Price*

289 $
142
18
(155)
(25)
93
362 $

Other
Incentive
Shares/
Units

110.59
121.79
95.53
95.54
112.39
108.91
120.16

499
219
—
(211)
(35)
121
593

Note (1) Represents net activity related to employee movement between UTC business units and other miscellaneous adjustments.

The weighted-average grant date fair value of stock options and stock appreciation rights granted by UTC during 2019, 2018
and 2017 was $21.02, $20.25 and $17.55, respectively. The weighted-average grant date fair value of performance share units,
which vest upon achieving certain performance metrics, granted by UTC during 2019, 2018 and 2017 was $112.76, $131.42 and
$111.00 respectively. The total fair value of awards vested during the years ended December 31, 2019, 2018 and 2017 was $48
million, $27 million and $35 million, respectively. The total intrinsic value (which is the amount by which the stock price exceeded
the exercise price on the date of exercise) of stock options and stock appreciation rights exercised during the years ended December
31, 2019, 2018, and 2017 was $80 million, $43 million and $63 million, respectively. The total intrinsic value (which is the stock
price at vesting) of performance share units and other restricted awards vested was $45 million, $14 million and $18 million during
the years ended December 31, 2019, 2018 and 2017, respectively.
The following table summarizes information about equity awards outstanding for Carrier employees that are vested and
expected to vest and equity awards outstanding that are exercisable at December 31, 2019:

(shares in thousands; aggregate intrinsic
value in millions)

Stock Options/Stock Appreciation
rights
Performance Share Units/
Restricted Stock

Awards

Equity Awards Vested and Expected to Vest
Aggregate
Average
Intrinsic
Remaining
*
Price
Value
Term**
Awards

6,083

$ 109.31

$

246

6.1 years

1,006

$

$

151

1.7 years

*

Weighted-average exercise price per share

**

Weighted-average contractual remaining term in years

—
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3,333

Average
Price*

$ 98.4

Equity Awards That Are
Exercisable
Aggregate
Intrinsic
Remaining
Value
Term**

$

171

4.3 years
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The fair value of each option award is estimated on the date of grant using a binomial lattice model. The following table
indicates the assumptions used in estimating fair value for the years ended December 31, 2019 and 2018. These assumptions
represent those utilized by UTC and are not necessarily indicative of assumptions that would be used by Carrier as a stand-alone
company. Lattice-based option models incorporate ranges of assumptions for inputs; those ranges are as follows:
Expected volatility
Weighted-average volatility
Expected term (in years)
Expected dividend yield
Risk-free rate

2019

2018

2017

18.8% - 19.7%
20%
6.5 - 6.6
2.4%
2.3% - 2.7%

17.5% - 21.1%
18%
6.5-6.6
2.2%
1.3% - 2.7%

19%
19%
6.5
2.4%
0.5% - 2.5%

Expected volatilities are based on the returns of UTC stock, including implied volatilities from traded options on UTC’s stock
for the binomial lattice model. UTC uses historical data to estimate equity award exercise and employee termination behavior within
the valuation model. The expected term represents an estimate of the period of time equity awards are expected to remain
outstanding. The risk-free rate is based on the term structure of interest rates at the time of equity award grant.
NOTE 13: ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
A summary of the changes in each component of accumulated other comprehensive (loss) income, net of tax for the years
ended December 31, 2019, 2018 and 2017 is provided below:

(dollars in millions)

Balance at January 1, 2017
Other comprehensive income (loss) before
reclassifications, net
Amounts reclassified, pre-tax
Tax expense reclassified
Balance at December 31, 2017
Other comprehensive loss before
reclassifications, net
Amounts reclassified, pre-tax
Tax expense reclassified
Balance at December 31, 2018
Other comprehensive loss before
reclassifications, net
Amounts reclassified, pre-tax
Tax expense reclassified
ASU 2018-02 adoption impact
Balance at December 31, 2019

Foreign
Currency
Translation

Defined
Benefit
Pension and
Postretirement
Plans

Unrealized
Gains (Losses)
on Availablefor-Sale
Securities

$

(1,130) $

(211) $

262

$

747
(10)
—
(393) $

(32)
16
5
(222) $

$

(441)
—
—
(834) $

(209)
17
33
(381) $

—
—
—
—

$

52
2
—
—
(780) $

(109)
11
15
(9)
(473) $

—
—
—
—
—

Unrealized
Hedging
Gains
(Losses)

Accumulated
Other
Comprehensive
Income (Loss)

$

(5) $

(1,084)

(31)
(394)
163
— $

2
1
—
(2) $

686
(387)
168
(617)

$

—
2
—
—

$

—
—
—
—
—

$

(650)
19
33
(1,215)

$

(57)
13
15
(9)
(1,253)

Amounts reclassified related to defined benefit pension and postretirement plans include amortization of prior service costs and
actuarial net losses recognized during each period presented. These costs are recorded as components of net periodic pension cost
for each period presented (see Note 12 — Employee Benefit Plans for additional details).
Amounts reclassified in 2017 that relate to unrealized gains (losses) on available-for-sale securities, pre-tax includes
approximately $394 million of previously unrealized gains reclassified to Other income (expense), net as a result of sales of
significant investments in available-for-sale securities in 2017, including Carrier’s sale of investments in Watsco, Inc.
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All noncontrolling interests with redemption features, such as put options, that are not solely within the Business’ control
(redeemable noncontrolling interests) were reported in the mezzanine section of the Combined Balance Sheets, between liabilities
and equity, at the greater of redemption value or initial carrying value through December 31, 2017. The decrease in the value of
redeemable noncontrolling interest in the Combined Statements of Changes in Equity for the year ended December 31, 2017 is
primarily attributable to our acquisition of the remaining interest in an Italian heating products and services company, initially
acquired in 2016.
NOTE 14: INCOME TAXES
Income Before Income Taxes: The sources of income from operations before income taxes are:
(dollars in millions)

United States
Foreign
Total

2019

2018

2017

$ 1,460
$ 1,212
$ 2,672

$ 2,360
$ 1,482
$ 3,842

$ 1,620
$ 1,434
$ 3,054

On December 22, 2017 Public Law 115-97 “An Act to Provide for Reconciliation to Titles II and V of the Concurrent
Resolution on the Budget for Fiscal Year 2018” was enacted. This law is commonly referred to as the Tax Cuts and Jobs Act of
2017 (“TCJA”).
Following enactment of the TCJA, Carrier no longer intends to reinvest certain undistributed earnings of its international
subsidiaries that have been previously taxed in the U.S. As such, in 2018 it recorded the international taxes associated with the
future remittance of these earnings. For the remainder of Carrier’s undistributed international earnings, unless tax effective to
repatriate, Carrier intends to continue to permanently reinvest these earnings. As of December 31, 2019, such undistributed earnings
were approximately $6 billion, excluding other comprehensive income amounts. It is not practicable to estimate the amount of tax
that might be payable on the remaining amounts.
Provision for Income Taxes
The income tax expense (benefit) for the years ended December 31, 2019, 2018 and 2017 consisted of the following
components:
2019

(dollars in millions)

Current:
United States:
Federal
State
Foreign

$ 262
72
305
639

Future:
United States:
Federal
State
Foreign

2018

$

(14)
(2)
(106)
(122)
517

Income tax expense

$ (36) $

Attributable to items credited to UTC Net Investment

2017

479
119
342
940

1,318
99
342
1,759

(37)
24
146
133
1,073

22
2
4
28
1,787

(68) $ (168)

Reconciliation of Effective Income Tax Rate. Differences between the effective income tax rates and the statutory U.S.
federal income tax rate are as follows:
(dollars in millions)

2019

2018

2017

Statutory U.S. federal income tax rate
State income taxes
Tax on international activities
Tax audit settlements
U.S. tax reform adoption
Other
Effective income tax rate

21.0%
2.5%
2.5%
(5.6)%
—%
(1.0)%
19.4%

21.0%
2.6%
4.4%
—%
—%
(0.1)%
27.9%

35.0%
1.8%
(3.4)%
(0.4)%
26.1%
(0.6)%
58.5%
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The 2019 effective tax rate reflects a net tax benefit of $149 million as a result of the filing by a subsidiary of Carrier to
participate in an amnesty program offered by the Italian Tax Authority and conclusion of the audit by the Examination Division of
the Internal Revenue Service for the UTC 2014, 2015 and 2016 tax years.
The 2018 effective tax rate reflects a net tax charge of $102 million as a result of UTC’s change of assertion of no longer
intending to reinvest certain undistributed earnings of its international subsidiaries.
The 2017 effective tax rate reflects a net tax charge of $799 million attributable to the passage of the TCJA. These amounts
primarily relate to U.S. income tax attributable to certain previously undistributed earnings of the Business’ international
subsidiaries and equity investments and the revaluation of U.S. deferred income taxes.
Deferred Tax Assets and Liabilities. Future income taxes represent the tax effects of transactions which are reported in
different periods for tax and financial reporting purposes. These amounts consist of the tax effects of temporary differences between
the tax and financial reporting balance sheets and tax carryforwards. Future income tax benefits and payables within the same tax
paying component of a particular jurisdiction are offset for presentation in the Combined Balance Sheets.
The tax effects of temporary differences and tax carryforwards which gave rise to future income tax benefits and payables at
December 31, 2019 and 2018 are as follows:
2019

(dollars in millions)

Future income tax benefits:
Insurance and employee benefits
Other asset basis differences
Other liability basis differences
Tax loss carryforward
Tax credit carryforwards
Valuation allowances

$

$
Future income taxes payable:
Intangible assets
Other asset basis differences

$
$

2018

76 $
128
556
236
55
(128)
923 $

392
297
689

$
$

76
126
331
159
60
(107)
645

403
165
568

Valuation allowances have been established primarily for tax credit carryforwards, tax loss carryforwards and certain foreign
temporary differences to reduce the future income tax benefits to expected realizable amounts.
Tax Credit and Loss Carryforwards. At December 31, 2019, tax credit carryforwards, principally state and foreign, and tax
loss carryforwards, principally state and foreign, were as follows:
Tax Loss
Carryforwards

(dollars in millions)

Expiration period:
2020-2024
2025-2029
2030-2039
Indefinite
Total

$

$
F-30

52
105
41
882
1,080

Tax Credit
Carryforwards

$

$

8
3
1
43
55
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Unrecognized Tax Benefits. At December 31, 2019, Carrier had gross tax-effected unrecognized tax benefits of $166 million,
all of which, if recognized, would impact the effective tax rate. A reconciliation of the beginning and ending amounts of
unrecognized tax benefits and interest expense related to unrecognized tax benefits for the years ended December 31, 2019, 2018
and 2017 is as follows:
2019

(dollars in millions)

2018

2017

Balance at January 1
Additions for tax positions related to the current year
Additions for tax positions of prior years
Reductions for tax positions of prior years
Settlements
Balance at December 31

$

316 $ 290 $ 243
30
27
54
14
3
17
(19)
(4)
(20)
(175)
—
(4)
$ 166 $ 316 $ 290

Gross interest expense related to unrecognized tax benefits

$

8

$

8

$

4

Total accrued interest balance at December 31

$

25

$

33

$

24

Carrier conducts business globally and, as a result, Carrier or one or more of its subsidiaries files income tax returns in the U.S.
federal jurisdiction and various state and foreign jurisdictions. As noted previously, in certain jurisdictions, Carrier’s operations are
included in combined tax returns with UTC. In the ordinary course of business, the Business is subject to examination by taxing
authorities throughout the world, including such major jurisdictions as Australia, Belgium, Canada, China, Czech Republic, France,
Germany, Hong Kong, India, Italy, Mexico, Netherlands, Singapore, the United Kingdom and the United States. With few
exceptions, Carrier is no longer subject to U.S. federal, state and local, or non-U.S. income tax examinations for years before 2010.
During the second quarter of 2019, a subsidiary of Carrier that was engaged in litigation before the Italian Supreme Court filed
for participation in the Italian amnesty program. In addition, during the second quarter of 2019, the Examination Division of the IRS
completed its review of UTC’s tax years of 2014, 2015 and 2016 and certain state income tax exams concluded. As a result of the
amnesty filing in Italy and the conclusion of the IRS and state audits, Carrier recognized a non-cash gain of approximately $166
million, including pre-tax interest of approximately $16 million.
During 2017, Carrier recognized a noncash gain of approximately $20 million, including a pre-tax interest adjustment of $2
million, as a result of federal, state and non-U.S. tax year primarily related to the expiration of applicable statutes of limitation,
including expiration of the U.S. federal income tax statute of limitations for UTC’s 2013 tax year.
It is reasonably possible that a net increase within the range of $14 million to $18 million of unrecognized tax benefits may
occur over the next 12 months as a result of additional worldwide uncertain tax positions, the revaluation of current uncertain tax
positions arising from developments in examinations, in appeals, or in the courts, or the closure of tax statutes.
NOTE 15: RESTRUCTURING COSTS
During the years ended December 31, 2019, 2018 and 2017, the Business recorded net pre-tax restructuring costs totaling $126
million, $80 million and $111 million, respectively, for new and ongoing restructuring actions. The Business recorded charges in the
segments as follows:
2019

(dollars in millions)

HVAC
Refrigeration
Fire & Security
Eliminations and other
Total

$

$
F-31

56
14
53
3
126

2018

$

$

20
23
34
3
80

2017

$

$

36
13
57
5
111
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Restructuring charges incurred in the years ended December 31, 2019, 2018 and 2017 primarily relate to actions initiated
during 2019, 2018 and 2017, and were recorded as follows:
2019

(dollars in millions)

Cost of sales
Selling, general, & administrative
Total

$

2018

36
90
126

$

$
$

2017

36
44
80

$
$

48
63
111

2019 Actions. During 2019, the Business recorded net pre-tax restructuring costs totaling $110 million for restructuring actions
initiated in 2019, consisting of $29 million in Cost of sales and $81 million in Selling, general and administrative expenses. The
2019 actions relate to ongoing cost reduction efforts, including workforce reductions and consolidation of field operations.
The following table summarizes the accrual balances and utilization by cost type for the 2019 restructuring actions:
Facility
Exit, Lease
Termination
and Other
Costs

Severance

(dollars in millions)

Balance at January 1, 2019
Net pre-tax restructuring costs
Utilization, foreign exchange and other costs
Balance at December 31, 2019

$

— $
102
(60)
42 $

$

Total

— $ —
8
110
(7)
(67)
1 $ 43

The following table summarizes expected, incurred and remaining costs for the 2019 restructuring actions by segment:

(dollars in millions)

HVAC
Refrigeration
Fire & Security
Eliminations and other
Total

Expected
Costs

Costs
Incurred
During 2019

$

$

$

53
16
49
2
120

$

Remaining
Costs at
December
31, 2019

(51) $
(14)
(43)
(2)
(110) $

2
2
6
—
10

2018 Actions. During 2019, the Business recorded net pre-tax restructuring costs totaling $16 million for restructuring actions
initiated in 2018, consisting of $7 million in Cost of sales and $9 million in Selling, general and administrative expenses. The 2018
actions relate to ongoing cost reduction efforts, including workforce reductions and consolidation of field operations.
The following table summarizes the accrual balances and utilization by cost type for the 2018 restructuring actions:

Severance

(dollars in millions)

Balance at January 1, 2018
Net pre-tax restructuring costs
Utilization, foreign exchange and other costs
Balance at December 31, 2018
Net pre-tax restructuring costs
Utilization, foreign exchange and other costs
Balance at December 31, 2019

$

$

$
F-32

— $
57
(26)
31 $
8
(30)
9 $

Facility
Exit, Lease
Termination
and Other
Costs

— $
6
(4)
2 $
8
(9)
1 $

Total

—
63
(30)
33
16
(39)
10
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The following table summarizes expected, incurred and remaining costs for the 2018 restructuring actions by segment:
Expected
Costs

(dollars in millions)

HVAC
Refrigeration
Fire & Security
Eliminations and other
Total

$

$

24
26
34
3
87

Costs
Incurred
During 2018

$

(17) $
(21)
(22)
(3)
(63) $

$

Remaining
Costs at
December
31, 2019

Costs
Incurred
During 2019

(7) $
—
(9)
—
(16) $

—
5
3
—
8

2017 Actions. During 2019, the Business did not incur any costs related to restructuring actions initiated in 2017. The 2017 actions
relate to ongoing cost reduction efforts, including workforce reductions and the consolidation of field operations.
The following table summarizes the accrual balances and utilization by cost type for the 2017 restructuring actions:

Severance

(dollars in millions)

Balance at January 1, 2017
Net pre-tax restructuring costs
Utilization, foreign exchange and other costs
Balance at December 31, 2017
Net pre-tax restructuring costs
Utilization, foreign exchange and other costs
Balance at December 31, 2018
Net pre-tax restructuring costs
Utilization, foreign exchange and other costs
Balance at December 31, 2019

$

$

Facility
Exit, Lease
Termination
and Other
Costs

— $
74
(33)
41
(4)
(26)
11
(1)
(7)
3 $

— $
2
(1)
1
5
(1)
5
1
(1)
5 $

Total

—
76
(34)
42
1
(27)
16
—
(8)
8

As of December 31, 2019, remaining expected costs related to 2017 restructuring programs are not significant.
2016 Actions. During 2019, the Business did not incur any restructuring costs related to actions initiated in 2016 and prior. As of
December 31, 2019, we have $5 million of accrual balances remaining related to 2016 and prior actions.
NOTE 16: EQUITY METHOD INVESTMENTS
Carrier had 30 and 31 uncombined domestic and foreign affiliates as of December 31, 2019 and 2018, respectively. The
Business has reflected the results of its historical equity earnings from its equity investments in its Combined Statements of
Operations. While the Business retains an ongoing interest in and has significant influence with its equity method investments, the
Business does not control these operations directly. Carrier’s ownership interests in equity method investments vary among
individual investments but range between 20% and 50%.
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Summarized financial information for equity method investments is reflected below.
2019

(dollars in millions)

Current assets
Noncurrent assets
Total assets
Current liabilities
Noncurrent liabilities
Total liabilities
Total net equity of investees

$

2019

(dollars in millions)

Net sales
Gross profit
Income from continuing operations
Net income

$

9,622
1,741
578
578

2018

4,324
2,058
6,382
2,310
592
2,902
3,480

$

4,123
1,703
5,826
2,204
445
2,649
3,177

9,142
1,673
645
645

$ 8,697
1,606
561
561

2018

$

2017

Carrier periodically reviews the carrying value of its investments to determine if there has been an other-than-temporary
decline in carrying value. A variety of factors are considered when determining if a decline in carrying value is other than
temporary, including, among other factors, the financial condition and business prospects of the investee, as well as Carrier’s intent
with regard to the investment. During the Business’ assessment of potential impairment indicators related to its equity method
investments during 2019, the Business determined that indicators of impairment existed for a specific investment in its portfolio.
The Business performed a valuation of this investment and determined that the fair value was less than its carrying value. As a
result, the Business recorded a non-cash pre-tax charge of $108 million in the third quarter of 2019. There were no other material
impairments of Carrier’s investments during the historical periods presented.
Carrier sells products to and purchases products from uncombined entities accounted for under the equity method, which are
considered to be related parties. During each of the years ended December 31, 2019, 2018 and 2017, Product sales in the Combined
Statements of Operations included sales to equity method investees of $1.8 billion, $1.9 billion and $1.9 billion, respectively.
During the years ended December 31, 2019, 2018 and 2017, respectively, Cost of products sold in the Combined Statements of
Operations included purchases from equity method investees of $368 million, $355 million and $378 million (as corrected from
approximately $600 million in both 2018 and 2017). Carrier had receivables from equity method investees of $137 million and $101
million at December 31, 2019 and 2018, respectively. Carrier also had payables to equity method investees of $55 million and $74
million at December 31, 2019 and 2018, respectively. The receivables and payables were included in Account receivable, net and
Accounts payable, respectively, on the Combined Balance Sheets.
NOTE 17: OTHER INCOME (EXPENSE), NET
2019

(dollars in millions)

Transaction gains
Impairment of equity method investment (Note 16)
Other
Total

$

$

— $
(108)
106
(2) $

2018

799
—
138
937

2017

$

$

379
—
196
575

The transaction gain recorded in 2018 relates to our sale of Taylor. The transaction gain recorded in 2017 relates to the sale of
our investment in Watsco, Inc.
NOTE 18: GUARANTEES
The Business has commitments and performance guarantees, including energy savings guarantees, under long-term service and
maintenance contracts related to its air conditioning equipment and system controls. Liabilities recorded on the Combined Balance
Sheets related to these guarantees were not significant during the historical periods presented.
F-34

TABLE OF CONTENTS

The Business also has obligations arising from sales of certain businesses and assets, including those from representations and
warranties and related indemnities for environmental, health and safety (including asbestos-related), tax and employment matters.
The maximum potential payment related to these obligations is not a specified amount as a number of the obligations do not contain
financial caps. The carrying amount of liabilities related to these obligations was $10 million at both December 31, 2019 and
December 31, 2018 recorded within Accrued liabilities. For additional information regarding the environmental indemnifications,
see Note 20 — Contingent Liabilities.
Carrier accrues for costs associated with guarantees when it is probable that a liability has been incurred and the amount can be
reasonably estimated. The most likely cost to be incurred is accrued based on an evaluation of currently available facts, and where
no amount within a range of estimates is more likely, the minimum is accrued. In accordance with FASB ASC Topic 460-10:
Guarantees, the Business records these liabilities at fair value.
The Business provides service and warranty policies on its products and extends performance and operating cost guarantees
beyond normal service and warranty policies on some of its products. In addition, the Business incurs discretionary costs to service
its products in connection with specific product performance issues. Liabilities for performance and operating cost guarantees are
based upon future product performance and durability, and are largely estimated based upon historical experience. Adjustments are
recorded to accruals as claim data and historical experience warrant. The changes in the carrying amount of service and product
warranties and product performance guarantees for the years ended December 31, 2019 and 2018 are as follows:
2019

(dollars in millions)

Balance as of January 1
Warranties and performance guarantees issued
Settlement made
Other
Balance as of December 31

$

$

473 $
182
(164)
(3)
488 $

2018

500
171
(191)
(7)
473

NOTE 19: LEASES
We adopted ASU 2016-02, Leases (Topic 842) and its related amendments (collectively, the New Lease Accounting Standard)
effective January 1, 2019, and elected the modified retrospective approach in which results for periods before 2019 were not
adjusted for the new standard and the cumulative effect of the change in accounting was recognized through retained earnings at the
date of adoption.
The New Lease Accounting Standard establishes a right-of-use model that requires a lessee to record a right-of-use asset and a
lease liability on the Combined Balance Sheet for all leases with terms longer than 12 months. Leases are classified as either finance
or operating, with classification affecting the pattern of expense recognition in the Combined Statement of Operations. In addition,
this standard requires a lessor to classify leases as either sales-type, finance or operating. A lease will be treated as a sale if it
transfers all of the risks and rewards, as well as control of the underlying asset, to the lessee. If risks and rewards are conveyed
without the transfer of control, the lease is treated as financing. If the lessor doesn’t convey risks and rewards or control, the lease is
treated as operating.
We have elected certain of the practical expedients available under the New Lease Accounting Standard. We have applied the
practical expedient which allows prospective transition to the New Lease Accounting Standard on January 1, 2019. Under the
transition practical expedient, we did not reassess lease classification, embedded leases or initial direct costs. We have applied the
practical expedient for short-term leases, whereby a lease ROU asset and liability is not recognized and the expense is recognized in
a straight-line basis over the lease term. In addition, we have lease agreements with lease and non-lease components, for which we
have elected the practical expedients to combine these components for certain equipment leases. Additionally, for certain equipment
leases, we apply a portfolio approach to effectively account for the operating lease right-of-use assets and liabilities. The adoption of
the New Lease Accounting Standard did not have a material effect on our Combined Statement of Operations or Combined
Statement of Cash Flows. Upon adoption, we recorded an $894 million right-of-use asset and a $901 million lease liability. The
adoption of the New Lease Accounting Standard had an immaterial impact on UTC Net Investment.
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We enter into lease agreements for the use of real estate space, vehicles, information technology equipment and certain other
equipment under operating and finance leases. We determine if an arrangement contains a lease at inception. Operating leases are
included in Operating lease right-of-use assets, Accrued liabilities and Operating lease liabilities in our Combined Balance Sheet.
Finance leases are not considered significant to our Combined Balance Sheet or Combined Statement of Operations.
Right-of-use assets represent our right to use an underlying asset for the lease term and lease liabilities represent our obligation
to make lease payments arising from the lease. Lease right-of-use assets and liabilities are recognized at commencement date based
on the present value of lease payments over the lease term. As most of our leases do not provide an implicit rate, we use an
incremental borrowing rate, consistent with that of UTC, based on the information available at commencement date in determining
the present value of lease payments, and use the implicit rate when readily determinable. We determine our incremental borrowing
rate through market sources including relevant industry rates. Our lease right-of-use assets also include any lease pre-payments and
exclude lease incentives. Certain of our leases include variable payments, which may vary based upon changes in facts or
circumstances after the start of the lease. We exclude variable payments from lease right-of-use assets and lease liabilities, to the
extent not considered fixed, and instead, expense variable payments as incurred. Variable lease expense and lease expense for short
duration contracts is not a material component of lease expense. Our leases generally have remaining lease terms of 1 to 25 years,
some of which include options to extend leases. The majority of our leases with options to extend are up to 3 years with the ability
to terminate the lease within 1 year. The exercise of lease renewal options is at our sole discretion and our lease right-of-use assets
and liabilities reflect only the options we are reasonably certain that we will exercise. Lease expense is recognized on a straight-line
basis over the lease term.
Operating lease expense for the year ended December 31, 2019, was $206 million.
Supplemental cash flow information related to operating leases was as follows:
Year Ended
December 31, 2019

(dollars in millions)

Operating cash flows used for the measurement of operating lease liabilities
Operating lease right-of-use assets obtained in exchange for operating lease obligations

$
$

(201)
136

Operating lease right-of-use assets and liabilities are reflected on our Combined Balance Sheet as follows:
December 31, 2019

(dollars in millions, except lease term and discount rate)

Operating lease right-of-use assets
Accrued liabilities
Operating lease liabilities
Total operating lease liabilities

$

$

832
(163)
(682)
(845)

Supplemental information related to operating leases was as follows:
December 31, 2019

Weighted-Average Remaining Lease Term (in years)
Weighted-Average Discount Rate

8.0
3.6%

Carrier has historically operated as a part of UTC and currently uses UTC’s weighted-average discount rate. This rate may
differ when Carrier operates on a stand-alone basis.
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Undiscounted maturities of operating lease liabilities, including options to extend lease terms that are reasonably certain of
being exercised, as of December 31, 2019 are as follows:
Operating

(dollars in millions, except lease term and discount rate)

2020
2021
2022
2023
2024
Thereafter
Total undiscounted lease payments
Less imputed interest
Total discounted lease payments

$

$

182
151
121
97
73
315
939
(94)
845

Prior to the adoption of the New Lease Accounting Standard, rental commitments on an undiscounted basis were
approximately $685 million at December 31, 2018, under long-term non-cancelable operating leases and were payable as follows:
$189 million in 2019, $146 million in 2020, $110 million in 2021, $77 million in 2022, $52 million in 2023 and $111 million
thereafter. Rent expense was $167 million and $164 million in 2018 and 2017, respectively.
NOTE 20: CONTINGENT LIABILITIES
Except as otherwise noted, while the Business is unable to predict the final outcome, based on information currently available,
the Business does not believe that resolution of any of the following matters will have a material adverse effect upon the Business’
competitive position, results of operations, cash flows or financial condition.
Environmental. The Business’ operations are subject to environmental regulation by authorities with jurisdiction over its
operations. As described in Note 3 to the Combined Financial Statements, the Business has accrued for the costs of environmental
remediation activities, including but not limited to investigatory, remediation, operating and maintenance costs and performance
guarantees, and periodically reassesses these amounts. Management believes that the likelihood of incurring losses materially in
excess of amounts accrued is remote. As of December 31, 2019 and 2018, the outstanding liability for environmental obligations
was $217 million and $215 million, respectively, of which $14 million and $15 million is included in Accrued liabilities and $203
million and $200 million is included in Other long-term liabilities in the accompanying Combined Balance Sheets.
Legal Proceedings. Asbestos Matters — The Business and its combined subsidiaries have been named as defendants in
lawsuits alleging personal injury as a result of exposure to asbestos integrated into certain of Carrier’s products or business
premises. While the Business has never manufactured asbestos and no longer incorporates it in any currently-manufactured
products, certain of Carrier’s historical products, have contained components incorporating asbestos. A substantial majority of these
asbestos-related claims have been dismissed without payment or were covered in full or in part by insurance or other forms of
indemnity. Additional cases were litigated and settled without any insurance reimbursement. The amounts involved in asbestos
related claims were not material individually or in the aggregate in any year.
The amounts recorded for asbestos-related liabilities are based on currently available information and assumptions that we
believe are reasonable and are made with input from outside actuarial experts. The estimated range of total liabilities to resolve all
pending and unasserted potential future asbestos claims through 2059 is approximately $255 million to $290 million. Where no
amount within a range of estimates is more likely, the minimum is accrued. We have recorded the minimum amount of $255 million,
which is principally recorded in Other long-term liabilities on the Combined Balance Sheet as of December 31, 2019. This amount
is on a pre-tax basis, not discounted, and excludes the Business’ legal fees to defend the asbestos claims, which will continue to be
expensed by the Business as they are incurred. In addition, the Business has an insurance recovery receivable for probable asbestos
related recoveries of approximately $104 million, which is included primarily in Other assets on the Combined Balance Sheet as of
December 31, 2019.
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Other. As described in Note 18 to the Combined Financial Statements, the Business extends performance and operating cost
guarantees beyond the normal warranty and service policies for extended periods on some of the products. The Business typically
accrues its estimate of the liability that may result under these guarantees and for service costs that are probable and can be
reasonably estimated. For further discussion and rollforward related warranties, see Note 18 — Guarantees.
The Business also has other commitments and contingent liabilities related to legal proceedings and matters arising out of the
ordinary course of business. The Business accrues contingencies based upon a range of possible outcomes. If no amount within this
range is a better estimate than any other, then the Business accrues the minimum amount.
In the ordinary course of business, Carrier is also routinely a defendant in, party to or otherwise subject to many pending and
threatened legal actions, claims, disputes and proceedings. These matters are often based on alleged violations of contract, product
liability, warranty, regulatory, environmental, health and safety, employment, intellectual property, tax and other laws. In some of
these proceedings, claims for substantial monetary damages are asserted against the Business and its subsidiaries and could result in
fines, penalties, compensatory or treble damages or non-monetary relief. The Business does not believe that these matters will have
a material adverse effect upon its competitive position, results of operations, cash flows or financial condition.
NOTE 21: SEGMENT FINANCIAL DATA
Carrier has historically operated as an operating segment within UTC. As it is transitioning into an independent, publicly traded
company, the Business’ Chief Executive Officer, its Chief Operating Decision Maker (“CODM”), evaluated how to view and
measure the Business’ performance. Based upon such evaluation, and effective during the second quarter of 2019, Carrier
determined it is organized into three operating segments, which are also its reportable segments, based on how the CODM allocates
resources, assesses performance and makes strategic and operational decisions. The CODM allocates resources to and evaluates the
financial performance of each operating segment primarily based on net sales and operating profit. For the years ended December
31, 2019, 2018 and 2017, segment results are presented in accordance with this new structure. The Carrier operating segments
determined in accordance with FASB ASC Topic 280 — Segment Reporting are (1) HVAC; (2) Refrigeration; and (3) Fire &
Security. The segments are generally determined based on the decision-making structure of the Business and the grouping of similar
products and services.
HVAC provides products, controls, services and solutions to meet the heating and cooling needs of residential and commercial
customers, while enhancing building performance, energy efficiency and sustainability. Carrier’s industry-leading family of brands
includes Carrier, Automated Logic, Bryant, CIAT, Day & Night, Heil, NORESCO and Riello. Products include air conditioners,
heating systems, controls and aftermarket components, as well as aftermarket repair and maintenance services and building
automation solutions. HVAC products and solutions are sold directly, including to building contractors and owners, and indirectly
through equity method investees, independent sales representatives, distributors, wholesalers, dealers and retail outlets.
Refrigeration is comprised of transport refrigeration and commercial refrigeration products and solutions. Transport
refrigeration products and services include refrigeration and monitoring systems for trucks, trailers, shipping containers, intermodal
and rail. Transport refrigeration products and cold chain monitoring solutions are used to enable the safe, reliable transport of food
and beverages, medical supplies and other perishable cargo. Commercial refrigeration solutions include refrigerated cabinets,
freezers, systems and controls. Carrier’s commercial refrigeration equipment solutions incorporate next-generation technologies to
preserve freshness, ensure safety and enhance the appearance of retail food and beverage. The Business’ Refrigeration products and
services are sold under established brand names, including Carrier Commercial Refrigeration, Carrier Transicold and Sensitech.
Refrigeration products and services are sold directly, including to transportation companies and retail stores, and indirectly through
equity method investees, independent sales representatives, distributors, wholesalers and dealers.
Fire & Security includes a wide range of residential and building systems, including fire, flame, gas, smoke and carbon
monoxide detection; portable fire extinguishers; fire suppression systems; intruder alarms; access control systems and video
management systems. Other fire and security service offerings include audit, design, installation and system integration, as well as
aftermarket maintenance and repair and monitoring services.
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Established brands include Autronica, Chubb, Det-Tronics, Edwards, Fireye, GST, Interlogix, Kidde, LenelS2, Marioff, Onity and
Supra. Fire & Security products and solutions are sold directly to end customers, as well as through manufacturers’ representatives,
distributors, dealers, value-added resellers and retailers.
Segment Information. Total sales by segment include inter-segment sales, which are generally made at prices approximating
those that the selling entity is able to obtain on external sales. Segment information for the years ended December 31 is as follows:
Net sales
2018

2019

(dollars in millions)

HVAC
Refrigeration
Fire & Security
Total Segment
Eliminations and other
General corporate expenses
Combined

2017

2019

Operating profit
2018
2017

$ 9,712 $ 9,713 $ 9,045 $ 1,563 $ 1,720 $2,001
3,792
4,095
3,823
532
1,353
562
5,500
5,531
5,324
708
726
639
19,004
19,339
18,192
2,803
3,799
3,202
(396)
(425)
(378)
(156)
(24)
(32)
—
—
—
(156)
(138)
(140)
$ 18,608 $ 18,914 $ 17,814 $ 2,491 $ 3,637 $3,030

Total assets are not presented for each segment as they are not presented to or reviewed by the CODM.
(dollars in millions)

2019

Segment Assets
2018

2017

Capital Expenditures
2019
2018
2017

HVAC
Refrigeration
Fire & Security
Total Segment
Eliminations and other
Combined

$ 1,953
989
1,728
4,670
10
$ 4,680

$ 1,844 $ 1,630 $ 150
998
1,017
30
1,764
1,698
50
4,606
4,345
230
(4)
(10)
13
$ 4,602 $ 4,335 $ 243

Cash and cash equivalents
Other assets, current
Total Current Assets

952
327
$ 5,959

1,129
378
$ 6,109

$ 149
40
45
234
29
$ 263

$ 148
36
50
234
92
$ 326

Depreciation & Amortization
2019
2018
2017

$

$

160
34
123
317
18
335

$

$

164
36
141
341
16
357

$

173
33
152
358
14
372

$

1,324
341
$ 6,000

Segment assets in the table above represents accounts receivable, contract assets, current, and inventories, net. Such accounts
are regularly reviewed by management and are therefore reported above as segment assets. All other remaining assets and liabilities
for all periods presented are managed on a company-wide basis.
Geographic External Sales and Long-Lived Assets. Geographic external sales and operating profits are attributed to the
geographic regions based on their location of origin. With the exception of the U.S. presented in the table below, there were no
individually significant countries with sales exceeding 10% of total sales during the years ended December 31, 2019, 2018 and
2017. Long-lived assets are net fixed assets attributed to the specific geographic regions:
2019

(dollars in millions)

United States Operations
International Operations:
Europe
Asia Pacific
Other
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External Net sales
2018
2017

Long-Lived Assets
2019
2018
2017

$ 9,594

$ 9,415

$ 8,686

$ 701

$ 700

$ 727

5,327
2,813
874
$18,608

5,711
2,853
935
$18,914

5,323
2,782
1,023
$17,814

439
241
282
$1,663

451
244
258
$1,653

480
222
255
$1,684
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Segment sales disaggregated by product versus service for the year ended December 31, 2019, 2018 and 2017 are as follows:
2019

(dollars in millions)

Sales Type
Product
Service
Total HVAC sales
Product
Service
Total Refrigeration sales
Product
Service
Total Fire & Security sales
Total segment sales
Eliminations and other
Combined

$

$

8,279 $
1,433
9,712
3,405
387
3,792
4,072
1,428
5,500
19,004
(396)
18,608 $

2018

8,395 $
1,318
9,713
3,665
430
4,095
4,039
1,492
5,531
19,339
(425)
18,914 $

2017

7,902
1,143
9,045
3,427
396
3,823
3,824
1,500
5,324
18,192
(378)
17,814

Major Customers. There were no customers that individually accounted for 10% or more of the Business’ combined Net sales
for the years ended December 31, 2019, 2018 and 2017.
NOTE 22: SUBSEQUENT EVENTS
The Business evaluated events and transactions occurring subsequent to December 31, 2019 through February 7, 2020, the date
the Combined Financial Statements were issued and concluded that there were no subsequent events that required recognition or
disclosure.
Events Subsequent to Original Issuance of Combined Financial Statements (Unaudited)
In connection with the reissuance of the Combined Financial Statements, the Business has evaluated subsequent events through
March 11, 2020, the date the Combined Financial Statements were available to be reissued.
On February 10, 2020, Carrier entered into a Revolving Credit Agreement providing for a $2.0 billion unsecured,
unsubordinated 5-year revolving credit facility and a Term Loan Credit Agreement providing for a $1.75 billion unsecured,
unsubordinated 3-year term loan credit facility. Carrier expects to draw upon the Term Loan Credit Agreement in full and use the
proceeds to make a cash distribution to UTC prior to the separation of Carrier from UTC. The Term Loan Credit Agreement will
initially be guaranteed by UTC and the UTC guarantee will terminate upon the distribution of shares of Carrier common stock to
UTC shareholders in connection with the separation of Carrier from UTC.
On February 27, 2020, Carrier issued $9.25 billion of unsecured, unsubordinated notes consisting of the following: $500
million of 1.923% notes due 2023, $2.0 billion of 2.242% notes due 2025, $1.25 billion of 2.493% notes due 2027, $2.0 billion of
2.722% notes due 2030, $1.5 billion of 3.377% notes due 2040 and $2.0 billion of 3.577% notes due 2050 (together, the “Notes”).
Carrier used the net proceeds from the sale of the Notes to make a cash distribution to UTC. Each series of Notes initially will
be guaranteed on an unsecured, unsubordinated basis by UTC. Each of the UTC guarantees will terminate upon the distribution of
shares of Carrier common stock to UTC shareowners in connection with the separation of Carrier from UTC.
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Schedule II
Carrier Global Corporation
(A Business of United Technologies Corporation)
Valuation and Qualifying Accounts
As of and for the Years Ended December 31, 2019, 2018 and 2017
(Dollars in millions)

Allowances for Doubtful Accounts
Balance, January 1, 2017
Provision charged to income
Doubtful accounts written off (net)
Other adjustments
Balance, December 31, 2017
Provision charged to income
Doubtful accounts written off (net)
Other adjustments
Balance, December 31, 2018
Provision charged to income
Doubtful accounts written off (net)
Other adjustments(1)
Balance, December 31, 2019

$

$

157
12
(23)
6
152
20
(22)
(9)
141
18
(45)
(69)
45

(Dollars in millions)

Future Income Tax Benefits — Valuation allowance
Balance, January 1, 2017
Additions charged to income tax expense
Reductions credited to income tax expense
Other adjustments
Balance, December 31, 2017
Additions charged to income tax expense
Reductions credited to income tax expense
Other adjustments
Balance, December 31, 2018
Additions charged to income tax expense
Reductions credited to income tax expense
Other adjustments
Balance, December 31, 2019
(1)

$

$

Includes $61 million of the prior year allowance for doubtful accounts which has been reflected as a direct reduction in Trade receivables.
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104
17
(11)
3
113
15
(14)
(7)
107
41
(16)
(4)
128
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PART II
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 13.

Other Expenses of Issuance and Distribution.

The following table sets forth the costs and expenses payable by the registrant in connection with the issuance of the securities
being registered. All amounts are estimates except the Securities and Exchange Commission registration fee.
Securities and Exchange Commission registration fee
Legal fees and expenses
Accounting fees and expenses
Printing expenses
Total
Item 14.

$

$

21,630.25
50,000
30,000
50,000
151,630.25

Indemnification of Directors and Officers.

Section 5.1 of Carrier’s amended and restated by-laws requires Carrier to indemnify and hold harmless, to the full extent
permitted from time to time under the DGCL each person who is made or threatened to be made a party to (or, in the case of
directors and officers, otherwise involved in) any threatened, pending or completed action, suit, arbitration, alternative dispute
resolution procedure, legislative hearing or inquiry or proceeding, whether civil, criminal, administrative or investigative, by reason
of the fact that such person is or was a director, employee or officer of Carrier. Such indemnification will cover all expenses,
liabilities and losses reasonably incurred by such individuals.
Subsection (a) of Section 145 of the DGCL empowers a corporation to indemnify any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal,
administrative or investigative (other than an action by or in the right of the corporation) by reason of the fact that the person is or
was a director, officer, employee or agent of the corporation, or is or was serving at the request of the corporation as a director,
officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against expenses (including
attorneys’ fees), judgments, fines and amounts paid in settlement actually and reasonably incurred by the person in connection with
such action, suit or proceeding if the person acted in good faith and in a manner the person reasonably believed to be in or not
opposed to the best interests of the corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to
believe the person’s conduct was unlawful. The termination of any action, suit or proceeding by judgment, order, settlement,
conviction, or upon a plea of nolo contendere or its equivalent, shall not, of itself, create a presumption that the person did not act in
good faith and in a manner which the person reasonably believed to be in or not opposed to the best interest of the corporation, and,
with respect to any criminal action or proceeding, had reasonable cause to believe that the person’s conduct was unlawful.
Subsection (b) of Section 145 of the DGCL empowers a corporation to indemnify any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action or suit by or in right of the corporation to procure a
judgment in its favor by reason of the fact that such person acted in any of the capacities set forth above, against expenses (including
attorneys’ fees) actually and reasonably incurred by the person in connection with the defense or settlement of such action or suit if
the person acted in good faith and in a manner the person reasonably believed to be in or not opposed to the best interests of the
corporation and except that no indemnification shall be made in respect of any claim, issue or matter as to which such person shall
have been adjudged to be liable to the corporation unless and only to the extent that the Court of Chancery or the court in which
such action or suit was brought shall determine upon application that, despite the adjudication of liability but in view of all the
circumstances of the case, such person is fairly and reasonably entitled to indemnity for such expenses which the Court of Chancery
or such other court shall deem proper.
Subsection (d) of Section 145 of the DGCL provides that any indemnification under subsections (a) and (b) of Section 145
(unless ordered by a court) shall be made by the corporation only as authorized in the specific case upon a determination that
indemnification of the present or former director, officer, employee or agent is proper in the circumstances because the person has
met the applicable standard of conduct set forth in subsections (a) and (b) of Section 145. Such determination shall be made, with
respect to a person who is a director or officer at the time of
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such determination, (1) by a majority vote of the directors who are not parties to such action, suit or proceeding, even though less
than a quorum, or (2) by a committee of such directors designated by the majority vote of such directors, even though less than a
quorum, or (3) if there are no such directors, or if such directors so direct, by independent legal counsel in a written opinion, or (4)
by the shareowners.
Section 145 of the DGCL further provides that to the extent a present or former director or officer of a corporation has been
successful on the merits or otherwise in the defense of any action, suit or proceeding referred to in subsections (a) and (b) of Section
145, or in defense of any claim, issue or matter therein, such person shall be indemnified against expenses (including attorneys’
fees) actually and reasonably incurred by such person in connection therewith and that such expenses may be paid by the
corporation in advance of the final disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of
such director or officer to repay such amount if it shall ultimately be determined that such person is not entitled to be indemnified by
the corporation as authorized in Section 145 of the DGCL; that any indemnification and advancement of expenses provided by, or
granted pursuant to, Section 145 shall not be deemed exclusive of any other rights to which the indemnified party may be entitled;
that indemnification and advancement of expenses provided by, or granted pursuant to, Section 145 shall, unless otherwise provided
when authorized or ratified, continue as to a person who has ceased to be a director, officer, employee or agent and shall inure to the
benefit of such person’s heirs, executors and administrators; and empowers the corporation to purchase and maintain insurance on
behalf of any person who is or was a director, officer, employee or agent of the corporation or is or was serving at the request of the
corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise
against any liability asserted against such person and incurred by such person in any such capacity, or arising out of such person’s
status as such, whether or not the corporation would have the power to indemnify such person against such liabilities under Section
145.
As authorized by Carrier’s amended and restated by-laws, Carrier may purchase and maintain at its expense on behalf of
directors and officers insurance, within certain limits, covering liabilities which may be incurred by them in such capacities.
To the fullest extent permitted by the DGCL, Carrier’s amended and restated certificate of incorporation provides that a
director of Carrier shall not be personally liable to Carrier or its shareowners for monetary damages for breach of fiduciary duty as a
director. as the same exists or may hereafter be amended, a director of the Corporation shall not be personally liable either to the
Corporation or to any of its stockholders for monetary damages for breach of fiduciary duty as a director.
Item 15.

Recent Sales of Unregistered Securities.

On March 15, 2019, Carrier issued one share of its common stock to UTC pursuant to Section 4(a)(2) of the Securities Act. We
did not register the issuance of the issued shares under the Securities Act because such issuance did not constitute a public offering.
Item 16.

Exhibits, Financial Statements and Financial Statement Schedules.

The list of exhibits is set forth under “Exhibit Index” at the end of this registration statement and is incorporated herein by
reference.
(b) Financial Statement Schedules
See the Index to Financial Statements included on page F-1 for a list of the financial statements included in this registration
statement.
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Item 17.

Undertakings.

The undersigned registrant hereby undertakes:
(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration
statement:
(i)

To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in the registration statement. Notwithstanding the foregoing, any increase or
decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which
was registered) and any deviation from the low or high end of the estimated maximum offering range may be
reflected in the form of a prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the
changes in volume and price represent no more than a 20% change in the maximum aggregate offering price set forth
in the “Calculation of Registration Fee” table in the effective registration statement;
(iii) To include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement.
(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment
shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof.
(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain
unsold at the termination of the offering.
(4) That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the
initial distribution of the securities:
The undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to this
registration statement, regardless of the underwriting method used to sell the securities to the purchaser, if the securities are offered
or sold to such purchaser by means of any of the following communications, the undersigned registrant will be a seller to the
purchaser and will be considered to offer or sell such securities to such purchaser:
(i)

Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed
pursuant to Rule 424;

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or
referred to by the undersigned registrant;
(iii) The portion of any other free writing prospectus relating to the offering containing material information about the
undersigned registrant or its securities provided by or on behalf of the undersigned registrant; and
(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.
Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and
controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the
opinion of the Securities and Exchange Commission such indemnification is against public policy as expressed in the Act and is,
therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the
registrant of expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any
action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being
registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a
court of appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Act and
will be governed by the final adjudication of such issue.
II-3

TABLE OF CONTENTS

EXHIBIT INDEX
Exhibit
Number

2.1

2.2

3.1

3.2

4.1

4.2

4.3

5.1
10.1

10.2

10.3

10.4

10.5
10.6

Exhibit Description

Form of Separation and Distribution Agreement by and among United Technologies Corporation, Otis Worldwide
Corporation and Carrier Global Corporation (incorporated by reference to Exhibit 2.1 of Carrier Global Corporation’s
Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Agreement and Plan of Merger, dated as of June 9, 2019, by and among United Technologies Corporation, Light Merger
Sub Corp. and Raytheon Company (incorporated by reference to United Technologies Corporation’s Current Report on
Form 8-K filed with the SEC on June 10, 2019, File No. 1-812)
Form of Amended and Restated Certificate of Incorporation of Carrier Global Corporation (incorporated by reference to
Exhibit 3.1 of Carrier Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020,
File No. 001-39220)
Form of Amended and Restated Bylaws of Carrier Global Corporation (incorporated by reference to Exhibit 3.2 of
Carrier Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 00139220)
Indenture, dated February 27, 2020, between Carrier Global Corporation and The Bank of New York Mellon Trust
Company, N.A. (incorporated by reference to Exhibit 4.1 of Amendment No. 1 to Carrier Global Corporation’s
Registration Statement on Form 10 filed with the SEC on March 11, 2020, File No. 001-39220)
Supplemental Indenture No. 1, dated February 27, 2020, between Carrier Global Corporation and The Bank of New York
Mellon Trust Company, N.A. (incorporated by reference to Exhibit 4.2 of Amendment No. 1 to Carrier Global
Corporation’s Registration Statement on Form 10 filed with the SEC on March 11, 2020, File No. 001-39220)
Registration Rights Agreement, dated February 27, 2020, by and among Carrier Global Corporation, United
Technologies Corporation and Goldman Sachs & Co. LLC, J.P. Morgan Securities LLC and Morgan Stanley & Co. LLC
(incorporated by reference to Exhibit 4.3 of Amendment No. 1 to Carrier Global Corporation’s Registration Statement on
Form 10 filed with the SEC on March 11, 2020, File No. 001-39220)
Opinion of Ariel David, Esq., Vice President, Legal & Secretary
Form of Transition Services Agreement by and among United Technologies Corporation, Otis Worldwide Corporation
and Carrier Global Corporation (incorporated by reference to Exhibit 10.1 of Carrier Global Corporation’s Registration
Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Form of Tax Matters Agreement by and among United Technologies Corporation, Otis Worldwide Corporation and
Carrier Global Corporation (incorporated by reference to Exhibit 10.2 of Carrier Global Corporation’s Registration
Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Form of Employee Matters Agreement by and among United Technologies Corporation, Otis Worldwide Corporation
and Carrier Global Corporation (incorporated by reference to Exhibit 10.3 of Carrier Global Corporation’s Registration
Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Form of Intellectual Property Agreement by and among United Technologies Corporation, Otis Worldwide Corporation
and Carrier Global Corporation (incorporated by reference to Exhibit 10.4 of Carrier Global Corporation’s Registration
Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Form of Carrier Global Corporation 2020 Long-Term Incentive Plan (incorporated by reference to Exhibit 10.5 of Carrier
Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Form of Carrier Global Corporation Change in Control Severance Plan (incorporated by reference to Exhibit 10.6 of
Carrier Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 00139220)
II-4

TABLE OF CONTENTS
Exhibit
Number

10.7
10.8

10.9

10.10

10.11

10.12

10.13

10.14
10.15

10.16

10.17

10.18
10.19

10.20

10.21

Exhibit Description

Form of Carrier Global Corporation Executive Annual Bonus Plan (incorporated by reference to Exhibit 10.7 of Carrier
Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Schedule of Terms for Restricted Stock Unit Awards granted under the Carrier Global Corporation 2020 Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.8 of Carrier Global Corporation’s Registration Statement on
Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Schedule of Terms for Restricted Stock Unit Awards (Off-Cycle) granted under the Carrier Global Corporation 2020
Long-Term Incentive Plan (incorporated by reference to Exhibit 10.9 of Carrier Global Corporation’s Registration
Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Schedule of Terms for Stock Appreciation Right Awards granted under the Carrier Global Corporation 2020 Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.10 of Carrier Global Corporation’s Registration Statement on
Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Schedule of Terms for Stock Appreciation Right Awards (Off-Cycle) granted under the Carrier Global Corporation 2020
Long-Term Incentive Plan (incorporated by reference to Exhibit 10.11 of Carrier Global Corporation’s Registration
Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Schedule of Terms for Performance Share Unit Awards granted under the Carrier Global Corporation 2020 Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.12 of Carrier Global Corporation’s Registration Statement on
Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Schedule of Terms for Non-Qualified Stock Option Awards granted under the Carrier Global Corporation 2020 LongTerm Incentive Plan (incorporated by reference to Exhibit 10.13 of Carrier Global Corporation’s Registration Statement
on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Carrier Global Corporation Deferred Compensation Plan (incorporated by reference to Exhibit 10.14 of Carrier Global
Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Carrier Global Corporation Amended and Restated Savings Restoration Plan (incorporated by reference to Exhibit 10.15
of Amendment No. 1 to Carrier Global Corporation’s Registration Statement on Form 10 filed with the SEC on March
11, 2020, File No. 001-39220)
Carrier Global Corporation Company Automatic Contribution Excess Plan (incorporated by reference to Exhibit 10.16 of
Carrier Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 00139220)
Carrier Global Corporation LTIP Performance Share Unit Deferral Plan (incorporated by reference to Exhibit 10.17 of
Carrier Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 00139220)
Form of Carrier Global Corporation Pension Preservation Plan (incorporated by reference to Exhibit 10.18 of Carrier
Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Legacy United Technologies Corporation Executive Leadership Group Agreements (incorporated by reference to Exhibit
10.19 of Carrier Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File
No. 001-39220)
Legacy Schedule of Terms for United Technologies Corporation Executive Leadership Group Restricted Stock Unit
Retention Awards (incorporated by reference to Exhibit 10.20 of Carrier Global Corporation’s Registration Statement on
Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Form of Carrier Global Corporation Board of Directors Deferred Stock Unit Plan (incorporated by reference to Exhibit
10.21 of Carrier Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File
No. 001-39220)
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Exhibit
Number

10.22

10.23
10.24

10.25

21.1
23.1
23.2
24.1
99.1
99.2
99.3
99.4
99.5
99.6
99.7
99.8

Exhibit Description

Form of French Sub-Plan for Restricted Stock Units granted under the Carrier Global Corporation 2020 Long-Term
Incentive Plan (incorporated by reference to Exhibit 10.22 of Carrier Global Corporation’s Registration Statement on
Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Offer Letter with Timothy McLevish, dated September 6, 2019 (incorporated by reference to Exhibit 10.23 of Carrier
Global Corporation’s Registration Statement on Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Revolving Credit Agreement, dated February 10, 2020, among Carrier Global Corporation, the subsidiary borrowers
party thereto, the lenders and other parties party thereto and JPMorgan Chase Bank, N.A. (incorporated by reference to
Exhibit 10.24 of Amendment No. 1 to Carrier Global Corporation’s Registration Statement on Form 10 filed with the
SEC on March 11, 2020, File No. 001-39220)
Term Loan Credit Agreement, dated February 10, 2020, among Carrier Global Corporation, United Technologies
Corporation (prior to the UTC Release Date (as defined therein)), the lenders and other parties party thereto and
JPMorgan Chase Bank, N.A. (incorporated by reference to Exhibit 10.25 of Amendment No. 1 to Carrier Global
Corporation’s Registration Statement on Form 10 filed with the SEC on March 11, 2020, File No. 001-39220)
List of Subsidiaries (incorporated by reference to Exhibit 21.1 of Carrier Global Corporation’s Registration Statement on
Form 10 filed with the SEC on February 7, 2020, File No. 001-39220)
Consent of PricewaterhouseCoopers LLP
Consent of Ariel David, Esq., Vice President, Legal & Secretary (included in Exhibit 5.1)
Powers of Attorney (included as part of the signature pages of the Registration Statement)
Consent of John V. Faraci to be named as director
Consent of Jean-Pierre Garnier to be named as director
Consent of David Gitlin to be named as director
Consent of John J. Greisch to be named as director
Consent of Charles M. Holley, Jr. to be named as director
Consent of Michael M. McNamara to be named as director
Consent of Michael A. Todman to be named as director
Consent of Virginia M. (Gina) Wilson to be named as director
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this registration statement to be
signed on its behalf by the undersigned, thereunto duly authorized, in the City of Palm Beach Gardens, State of Florida, on March
13, 2020.
Carrier Global Corporation
By:

/s/ David Gitlin
Name: David Gitlin
Title: President and Chief Executive Officer

KNOW ALL PERSONS BY THESE PRESENTS, that each director whose signature appears below constitutes and appoints
DAVID GITLIN, TIMOTHY MCLEVISH and KYLE CROCKETT and each of them, his or her true and lawful attorney-in-fact
and agent, acting alone, with full power of substitution and resubstitution, for him or her and in his or her name, place and stead, in
any and all capacities, to sign any or all amendments to this Registration Statement, including post-effective amendments and
registration statements filed pursuant to Rule 462(b) and otherwise, and to file the same, with all exhibits thereto, and other
documents in connection therewith, with the Securities and Exchange Commission, granting unto said attorney-in-fact full power
and authority to do and perform each and every act and thing requisite or necessary to be done in and about the premises, as such
person, hereby ratifying and confirming all that said attorney-in-fact and agent, or his or her substitute or substitutes, may lawfully
do or cause to be done by virtue hereof.
Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons
in the capacities indicated and on March 13, 2020.
Signature

Title

Date

/s/ David Gitlin
David Gitlin

President and Chief Executive Officer
(Principal Executive Officer)

March 13, 2020

/s/ Timothy McLevish
Timothy McLevish

Vice President, Chief Financial Officer
(Principal Financial Officer)

March 13, 2020

/s/ Kyle Crockett
Kyle Crockett

Vice President, Controller
(Principal Accounting Officer)

March 13, 2020

/s/ Gregory Marshall
Gregory Marshall

Director

March 13, 2020

/s/ Sean Moylan
Sean Moylan

Director

March 13, 2020

/s/ Michael Ryan
Michael Ryan

Director

March 13, 2020

/s/ Christopher Witzky
Christopher Witzky

Director

March 13, 2020

Exhibit 5.1
March 13, 2020
The Board of Directors
Carrier Global Corporation
13995 Pasteur Boulevard
Palm Beach Gardens, Florida 33418
Ladies and Gentlemen:
This opinion is furnished in connection with the filing with the Securities and Exchange Commission of a Registration
Statement on Form S-1 (the “Registration Statement”) by Carrier Global Corporation (the “Corporation”) under the Securities
Act of 1933, as amended (the “Securities Act”), relating to the registration of a total of 10,000,000 shares (the “Shares”) of the
Corporation’s common stock, par value $0.01 per share (the “Common Stock”), issuable upon exercise of certain options and
upon the settlement of certain restricted stock units and performance-based restricted stock units granted pursuant to the Carrier
Global Corporation 2020 Long-Term Incentive Plan (the “Plan”) in connection with the distribution by United Technologies
Corporation (“UTC”) of all of the outstanding shares of the Common Stock to shareowners of UTC (the “Distribution”).
I have acted as counsel to the Corporation in connection with certain matters relating to the Plan, including the
registration of the Shares. I have reviewed such corporate proceedings relating thereto and have examined such records,
certificates and other documents and considered such questions of law as I have deemed necessary in giving this opinion,
including:
(i)

the Corporation’s certificate of incorporation as currently in effect and amendments thereto as contemplated to be in effect at the time of
the Distribution (the certificate of incorporation, as so amended, the “Certificate of Incorporation”);

(ii)

the Corporation’s bylaws as currently in effect and amendments thereto as contemplated to be in effect at the time of the Distribution (the
bylaws, as so amended, the “Bylaws”);

(iii)

certain resolutions adopted by the Board of Directors of the Corporation;

(iv)

a copy of the Plan; and

(v)

the Registration Statement.

In examining the foregoing documents, I have assumed all signatures are genuine, that all documents purporting to be
originals are authentic, that all copies of documents conform to the originals and that the representations and statements included
therein are accurate.
I have relied as to certain matters on information obtained from public officials, officers of the Corporation and other
sources I believe to be responsible.
Based on the foregoing, it is my opinion that when the Registration Statement has been declared effective by the SEC, the
Certificate of Incorporation and the Bylaws each becomes effective and the Shares have been issued, delivered and paid for in the
manner contemplated by and upon the terms and conditions set forth in the Registration Statement and in accordance with the
provisions of the Plan, the Shares will be validly issued, fully paid and non-assessable.
I do not express any opinion herein on any laws other than the Delaware General Corporation Law.
I hereby consent to the filing of this opinion as Exhibit 5.1 to the aforementioned Registration Statement and to the
reference to my name under the heading “Certain Legal Matters” in the Registration Statement and any amendments thereto. In
giving such consent, I do not thereby admit that I am in the category of persons whose consent is required under Section 7 of the
Securities Act.
Very truly yours,
/s/ Ariel David
Ariel David
Vice President, Legal & Secretary

Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We hereby consent to the use in this Registration Statement on Form S-1 of Carrier Global Corporation of our report dated
February 7, 2020 relating to the financial statements and financial statement schedule of Carrier Global Corporation, which
appears in this Registration Statement. We also consent to the reference to us under the heading “Independent Registered Public
Accounting Firm” in such Registration Statement.
/s/ PricewaterhouseCoopers LLP
Fort Lauderdale, Florida
March 13, 2020

Exhibit 99.1
CONSENT TO BE NAMED
Pursuant to Rule 438 under the Securities Act of 1933, as amended (the “Securities Act”), the undersigned hereby consents to be
named as a person about to become a director of Carrier Global Corporation (the “Registrant”) in the Registration Statement of
the Registrant (including any and all amendments or supplements thereto) to be filed with the U.S. Securities and Exchange
Commission under the Securities Act.
/s/ John V. Faraci
Name: John V. Faraci
March 13, 2020

Exhibit 99.2
CONSENT TO BE NAMED
Pursuant to Rule 438 under the Securities Act of 1933, as amended (the “Securities Act”), the undersigned hereby consents to be
named as a person about to become a director of Carrier Global Corporation (the “Registrant”) in the Registration Statement of
the Registrant (including any and all amendments or supplements thereto) to be filed with the U.S. Securities and Exchange
Commission under the Securities Act.
/s/ Jean-Pierre Garnier
Name: Jean-Pierre Garnier
March 13, 2020

Exhibit 99.3
CONSENT TO BE NAMED
Pursuant to Rule 438 under the Securities Act of 1933, as amended (the “Securities Act”), the undersigned hereby consents to be
named as a person about to become a director of Carrier Global Corporation (the “Registrant”) in the Registration Statement of
the Registrant (including any and all amendments or supplements thereto) to be filed with the U.S. Securities and Exchange
Commission under the Securities Act.
/s/ David Gitlin
Name: David Gitlin
March 13, 2020

Exhibit 99.4
CONSENT TO BE NAMED
Pursuant to Rule 438 under the Securities Act of 1933, as amended (the “Securities Act”), the undersigned hereby consents to be
named as a person about to become a director of Carrier Global Corporation (the “Registrant”) in the Registration Statement of
the Registrant (including any and all amendments or supplements thereto) to be filed with the U.S. Securities and Exchange
Commission under the Securities Act.
/s/ John J. Greisch
Name: John J. Greisch
March 13, 2020

Exhibit 99.5
CONSENT TO BE NAMED
Pursuant to Rule 438 under the Securities Act of 1933, as amended (the “Securities Act”), the undersigned hereby consents to be
named as a person about to become a director of Carrier Global Corporation (the “Registrant”) in the Registration Statement of
the Registrant (including any and all amendments or supplements thereto) to be filed with the U.S. Securities and Exchange
Commission under the Securities Act.
/s/ Charles M. Holley, Jr.
Name: Charles M. Holley, Jr.
March 13, 2020

Exhibit 99.6
CONSENT TO BE NAMED
Pursuant to Rule 438 under the Securities Act of 1933, as amended (the “Securities Act”), the undersigned hereby consents to be
named as a person about to become a director of Carrier Global Corporation (the “Registrant”) in the Registration Statement of
the Registrant (including any and all amendments or supplements thereto) to be filed with the U.S. Securities and Exchange
Commission under the Securities Act.
/s/ Michael M. McNamara
Name: Michael M. McNamara
March 13, 2020

Exhibit 99.7
CONSENT TO BE NAMED
Pursuant to Rule 438 under the Securities Act of 1933, as amended (the “Securities Act”), the undersigned hereby consents to be
named as a person about to become a director of Carrier Global Corporation (the “Registrant”) in the Registration Statement of
the Registrant (including any and all amendments or supplements thereto) to be filed with the U.S. Securities and Exchange
Commission under the Securities Act.
/s/ Michael A. Todman
Name: Michael A. Todman
March 13, 2020

Exhibit 99.8
CONSENT TO BE NAMED
Pursuant to Rule 438 under the Securities Act of 1933, as amended (the “Securities Act”), the undersigned hereby consents to be
named as a person about to become a director of Carrier Global Corporation (the “Registrant”) in the Registration Statement of
the Registrant (including any and all amendments or supplements thereto) to be filed with the U.S. Securities and Exchange
Commission under the Securities Act.
/s/ Virginia M. (Gina) Wilson
Name: Virginia M. (Gina) Wilson
March 13, 2020

