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PART |
ITEM 1. BUSINESS OF TEXTRON

Textron is a global multi-industry company with ogons in four business segments - Aircraft, Audtie, Industrial and Finance. Included
within the business segments are operations thairancorporated divisions of Textron and otheed #re separately incorporated
subsidiaries. A listing of the operations withircedusiness segment, including a description optbduct lines of each business segment, is
incorporated herein by reference to pages 58 araf $8xtron's 1997 Annual Report to Shareholdeirsarcial information by business
segment and geographic area is incorporated hieyaieference to pages 24 and 55 of Textron's 1987UAl Report to Shareholders.
Additional information regarding each business seginand Textron in general is set forth below.

Business Segments

Aircraft. The Aircraft segment consists of Bell id@lpter Textron and The Cessna Aircraft Companyirba Lycoming was included in the
Aircraft segment's 1997 financial results, but wassferred for operational purposes to the Indalssegment in January 1998, and its
business is described under Industrial below.

Based on unit sales, Bell is the largest suppli¢reticopters, spare parts and helicopter-relagedices in the world. Since it was founded in
1946, Bell has delivered over 33,000 aircraft ttitarly and civilian customers. Bell has three maiiit and six civilian helicopter models in
current production. Its aircraft are turbine poveer@nd range in size from the five-place Bell Mo2i@b series to the Bell Model 412EP
aircraft, which carries up to fifteen people. Raves of Bell accounted for approximately 15%, 16f] 48% of Textron's total revenues in
1997, 1996 and 1995, respectively.

Bell's military business includes both U.S. Goveenitrand nord.S. Government customers. There are more helicoptanufactured by Be
in field service in the inventory of the U.S. Gowarent than manufactured by any other helicoptempaom. Currently, Bell is supplying
advanced military helicopters, spare parts andymbsupport to the U.S. and Canadian Governments$atne governments of several
countries in the Pacific Rim, Middle East and Ewddilitary sales to non-U.S. customers are madg with the concurrence of the U.S.
Government.

Bell is also a leading supplier of commerciallytiferd helicopters to charter, offshore, utilitygrporate, police, fire, rescue and emergency
medical helicopter operators. Bell's non-U.S. Gowent business (including nahsS. military customers) typically represents 4@69% of
its annual sales. In 1997, such sales accountegbfmoximately 60% of Bell's business.
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Bell is teamed with the Helicopter Division of TBeeing Company ("Boeing Helicopters") in the depah@nt of the V-22 Osprey tiltrotor
aircraft for the U.S. Department of Defense. Tiitrcaircraft are designed to utilize the benefftbath helicopters and fixed-wing aircraft.
Production of V22 aircraft was started in 1996 upon award of drechfor the first four aircraft. In 1996, Bell dBoeing Helicopters enter
into a joint venture to develop a commercial titmoaircraft designated the Model

609. In February 1998, Bell and Boeing announcatlittie joint venture will be dissolved and Belllveissume complete control of the Model
609 program, although Boeing will continue to waska major program subcontractor.

In February 1998, Textron's Board of Directors appd a plan to acquire a substantial portion ofiBgle commercial helicopter business.
Under the terms of the proposed sale, Bell willaegthe Boeing MD 500 and MD 600 series produatdi assuming responsibility for the
manufacture, marketing and services/support oftsagjle engine, turbine-powered light helicoptBaeing's MD Explorer helicopter line is
not included in the proposed sale, but Bell hasedjto provide spare parts and support for the MpldEer after the sale is completed. The
proposed sale is subject to satisfactory due ditgeand governmental approvals.

Bell is developing a new light twin engine heliceptdesignated the Model 427, in collaboration v@tmsung Aerospace Industries Ltd. of
South Korea. The first delivery of this eight pladecraft is scheduled for the first quarter of 299

In the light and medium helicopter market, Bell has major U.S. competitors (including Boeing) ame major European competitor.
Certain of its competitors are substantially larged more diversified aircraft manufacturers. Bedrkets its products worldwide through its
own sales force and through independent represesgaPrice, financing terms, aircraft performarediability and product support are
significant factors in the sale of helicopters.|Brls developed the world's largest distributiostam to sell and support helicopters, serving
customers in over 120 countries.

Based on unit sales, The Cessna Aircraft Compatheisvorld's largest manufacturer of light and ik business jets, single engine utility
turboprop aircraft, and single engine piston aftc@essna also designs, manufactures and sels@eviation aircraft propellers and related
accessories worldwide. Cessna currently has thegerraircraft product lines: Citation business jsiagle engine turboprop Caravans and
Cessna single engine piston aircraft. Revenue®e$i@a accounted for approximately 14%, 12% anddfOBéxtron's total revenues in 1997,
1996 and 1995, respectively.

Cessna currently produces a family of Citation bess jets including the CitationJet, the Citatioau®, the Citation Ultra, the Citation VII,
and the Citation X. The Citation X is the worldstest business jet with a maximum operating spébthch .92. Cessna placed 28 Citat



Xs in service in 1997. Certification was completed
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customer deliveries of the Citation Bravo begah987. Cessna is scheduled to certify and begiwvetidis of the Citation Excel business jet
in 1998.

The Cessna Caravan is the world's best sellingyutilrboprop. More than 850 Caravans have beahlsplCessna since the first Caravan was
delivered in 1985. Caravans are offered in foutiis models including the Grand Caravan, Supeg@aaster, Caravan Floatplane, and the
Caravan 675. Caravans are used in the United Sidtearily to carry overnight express package shipts. International uses of Caravans
include commuter flights, relief flights, tourismdfreight.

Cessna re-entered the single engine piston aintiafket in 1996. In 1997, Cessna made deliverigseol72 Skyhawk and the 182 Skylane,
which are four-place single engine piston aircraft1 998, Cessna is scheduled to certify and béefiiveries of two six-place aircraft models,
the 206 Stationair and the T206 Turbo Stationair.

Cessna markets its products worldwide primarilptigh its own sales force as well as through a nétwbauthorized independent sales
representatives. Cessna has four major competioits business jet products, two U.S. and tweifgm. Cessna's aircraft compete with other
aircraft that vary in size, speed, range, capahiyndling characteristics, and price. Reliabilitg goroduct support are significant factors in
sale of these aircraft. The Citation family of &t is supported by ten Cessna owned and ope@itation Service Centers, along with
Authorized Service Stations in more than 15 coaesttihroughout the world.

Cessna provides its business jet operators withrfgcdirect customer support offering 24 hour & darvice and maintenance. More than
40% of the worldwide Citation fleet of more thaBb@) aircraft receive service through Cessna- oveeedce centers. Cessna Caravan and
piston customers receive product support througbependently owned service stations and 24 houy splare parts support through Cessna.

Cessna's McCauley Propeller Systems unit providespropellers directly to original equipment mamtifaers ("OEMs") and spare parts for
service and repairs worldwide. All new Cessna sirggigine piston aircraft built in 1997 used McCwudeopellers.

Automotive. The Automotive segment, organized uradeumbrella organization called Textron Automo@@mpany ("TAC"), consists of
Textron Automotive Trim Operations, CWC Castingxffen, Kautex Textron, McCord Winn Textron, Microtital extron and Randall
Textron. These operations sell primarily to autar@OEMSs and their suppliers operating in North Aite and Europe, and, to a lesser
extent, South America and Asia. TAC is headquadtérelroy, Michigan and has over fifty facilitiesdated in the United States, Argentina,
Belgium, Brazil, Canada, China, Czech Republic,n@e1y, Mexico, the Netherlands, Portugal, Spain,thedJnited Kingdom.
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Through its Textron Automotive Trim Operations, TASa leading worldwide supplier of automotive nide and exterior plastic componer
Interior trim products include instrument panelspdand sidewall trim, airbag doors, consoles, tamponents, armrests and headliner
systems. In addition, TAC's Trim facilities manufae exterior decorative components including padritumpers and fascia, body side
moldings and claddings, fender liners, decoratibeeV trim, signal lighting and structural compogitemper beams. Many of these products
are shipped just-in-time as fully integrated systeRevenues of Textron Automotive Trim Operatioosoanted for 13%, 15% and 15% of
Textron's total revenues in 1997, 1996 and 199%acvely.

In January 1997, Textron completed the acquisibibiautex Werke Reinold Hagen AG of Bonn, Germang the assets of its North
American affiliate, Kautex North America, Inc. (kgdtively "Kautex"). Kautex is a leading manufaeuof blow-molded plastic fuel tank
systems and other blow-molded technical parts $8MO throughout Europe, North America, Brazil andjémtina. Kautex supplies
Volkswagen in China through a joint venture witha@gchun Junzilan Industrial Group. Kautex establish manufacturing plant in Puebla,
Mexico in 1997. This facility will supply all of Vesswagen's and Chrysler's plastic fuel tank reguoéets for their Mexican production.

CWC Castings designs and manufactures engine cétssina vibration damper components for OEMs aedsfitermarket. In July 1997,
Textron acquired Kaywood Products Corporation, aufecturer of precision machined parts and compisrfen assembled camshafts.
Kaywood operates as the Kaywood Products operafi@WC.

McCord Winn manufactures seating comfort systenmsgghield and headlamp washer systems, and armsdtrrprecision DC motors. In
September 1997, Textron acquired the General Rubbeds division of Pirelli Tyres Limited, basedBurton-on-Trent, England, a
manufacturer of seat comfort systems productsdtoraotive and home/office applications. The comtiamamakes McCord Winn Textron a
leader in both the North American and Europeanraative seat comfort markets. In September 1997, dd@troduced its ASCTecTM,
(Active Surface Control Technology) seating com&ystem, which blends microprocessor-based eléct@md a pneumatically-controlled
air support system. Potential applications incladiomobiles, airline seating, office/home furnitarel bedding products.

Micromatic manufactures machine tools used foriprec bore and surface finishing of automobile eegi In addition, Micromatic produces
equipment for spline rolling and gear productioanBall produces fuel filler systen



More than 70 models currently carry parts made AZ Tncluding Chrysler's Jeep Grand Cherokee, Voyagd Caravan mini-vans; Ford's
Mondeo, Lincoln Town Car and Windstar mini-van; &8sl Motors' Cadillac Seville, newly restyled Cateeand Venture, Transport,
Silhouette and Sintra mini-vans; and Volkswager\s noncept
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Beetle. TAC continues its strong position on CheyslLH series of cars that were redesigned fol 88 model year.

TAC's manufacturing operations are supported bafh af research and design specialists at TAC'®#wtive Technology Center. These
specialists have developed new processes and pispdueny of which are patented, that allow TAC fferoits customers technology driven
products and processes. In the plastics and ceatirga, TAC is a recognized leader in alternatire materials (including non-PVC
materials), spray urethane and cloth integratioeygy management foam (including head impact aee kolsters), the development of
modular integrated assemblies and vertical bodglsaand High Crystalline Polypropylene materialdomplete mold-in-color interior
components. CWC Castings is a leader in the desigmrmanufacture of automotive castings. It hasldeed a selective austempering heat
treatment process for ductile camshafts. McCordnfisnworking with OEMs worldwide to develop advaddechnologies in areas such as
"intelligent” comfort seating systems, brushlesgarmand carbon commutation for flexible fuel apations. Micromatic machine tools are
used for cylindrical form generation and surfacesfiing.

In the automotive business, there is often a leag time from the time a supplier is selected fpgucomponents on a new car model to the
time the supplier can begin shipping productiontgpdduring this period, the supplier incurs engmegand development costs. Until
recently, the OEMs reimbursed the supplier for ¢hassts as incurred. Within the last few yearsQEds have begun to require that these
costs be recovered in the piece prices chargeléguppliers as the goods are shipped. In addaigtomotive OEMs often require "just-in-
time" delivery, requiring the manufacturer to piripments in advance and hold inventory.

Automotive OEMs and their suppliers are the priatiustomers of TAC. The loss of the U.S. and Ee+based automotive OEM customers
and their first-tier suppliers would have a mateaidverse effect on TAC. However, because of tliadhrange of products sold to such
customers, it is unlikely that they would ceasepalichases from TAC.

Each of TAC's businesses faces competition fromrab®er of other manufacturers based primarily oceprijuality, reputation and delivery.
Although TAC is one of the largest manufacturefenirig its range of products and services, it faatesng competition in all of its market
segments. Because of the diversity of productssandces offered, no single company is a compeititatl market segments. In certain
markets, TAC also competes for business with th&1©Bwn operations.

Industrial. The Industrial segment consists of fimajor product groups: Fastening Systems, Golffarmfl Care Equipment, Fluid and Power
Systems and Industrial Components. The Fluid anvgeP&ystems group and
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Industrial Components group consist of operatitias previously constituted the Engineered Prodgicisp and the Systems and Compon
segment.

Textron Fastening Systems ("TFS") manufacturessafid fasteners, fastening systems and install&biols to the aerospace, appliance,
automotive, business equipment, construction, -gmiitrself, general industrial and transportationkats. TFS sells to a wide range of
customers throughout the world, including OEMstriisitors and consumers. Fasteners manufacturddrByinclude rivets, threaded and
non-threaded fasteners, cold-formed componentsglsimpings, plastic components and assembliegit@porate such products.
Revenues of TFS accounted for approximately 14%4 46d 9% of Textron's total revenues in 1997, 18861995, respectively.

In August 1997, Textron formed Textron Logisticsr@aration ("TLC") by combining certain existing faser operations. TLC provides full-
range fastener inventory management programs foi<dnd for retailers (such as Sears and Home Deqgiplying TFS products and
products from other sources, thus offering its austrs the ability to obtain all of their fastenequirements from a single source. In
December 1997, Textron acquired Brazaco Mapri ltithssMetalurgicas S.A. ("Mapri”), the largest méauniurer of fasteners in Brazil, whi
is the primary supplier to automotive OEMs in Btazich as Fiat, Ford, General Motors, Mercedes \&aikiswagen. Mapri, which will
operate as a unit of the Camcar operation of THEalso serve as a lower-cost supplier of fastsrier the other TFS operations.

Although TFS is one of the world's largest providef fastener products and services, there arerbedaaf competitors of TFS, ranging from
small proprietorships to large multi-national comies. Competition is based primarily on price, @yateputation and delivery. In addition,
larger customers of fastening systems tend to peggroducts and services from the larger supplestsept for "niche" products which may
be sourced from smaller companies. Only the loske@Mmajor OEM automotive customers and their-fiest suppliers would have a material
adverse effect on TFS. However, because of thedlmarage of products sold to such customers, ihlikely that they will cease all purchases
from TFS.

The Golf and Turf Care Equipment group consistg-@- GO Textron, which manufactures and sells elepbwered and gasoline powered
golf cars and multipurpose utility vehicles, Jaab3 extron, which manufactures and sells profess$ioowing and turf maintenance
equipment, and Ransomes plc, a n-national engineering group that specializes indgign, manufacture and marketing of grass



machinery and specialized industrial vehicles. fixacquired Ransomes in January 1998.

The customers of the Golf and Turf Care Equipmeatig consist primarily of golf courses, resort coamities and commercial and industrial
users such as airports and factories. Sales are diattly through factory branches, through a oekvof distributors and directly to end-
users. Many sales of golf and turf care
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equipment (both
at the distributor and end-user level) are finartbedugh Textron Financial Corporation, both forrkeding purposes and as an additional
source of revenue to Textron.

There are two major competitors and a number oflem@ompetitors for golf cars, multipurpose utilitehicles and turf maintenance
equipment for golf courses. Competition is basach@rily on price, quality, product support, perf@ante, reliability and reputation.

The Fluid and Power Systems group consists of Qe Textron, HR Textron, Maag Pump Systems Tex{®@witzerland) and Textron
Systems. The Fluid and Power Systems group opesafa@e competition from other manufacturers basedarily on price, quality, product
support, performance, delivery and reputation.

Cone Drive, which includes Textron Industrial Sgér(nerly Maag ltalia), designhs and manufacturesotenveloping worm gear speed
reducers, gear motors and gear sets, includingsyséems primarily for railroad applications. Md&gmp Systems manufactures gears, gear
pumps and gear systems. In December 1997, Textauirad the assets of Vernon Engineering Compamjted, the long- standing
distributor of the products of Maag Pump Systenth@U.K. Cone Drive and Maag Pump Systems sell fieducts to a variety of
customers, including OEMs, distributors and endaise

HR Textron designs and manufacturers control sysi@md components for aircraft, armored vehiclescamimercial applications. HR
Textron is in the process of diversifying its bussia base by adapting aerospace technology to séweswsed in industrial and automotive
applications. HR Textron's aerospace and defermsupts are marketed directly to the U.S. GovernraadtOEMSs and, in the aftermarket,
both directly and through service centers.

Textron Systems manufactures "smart" munition®oaire surveillance systems, automatic aircraftitfegndystems and advanced composite
materials for the U.S. Department of Defense. Gnaxusively a supplier to the Department of Defefisxtron Systems now applies its
technologies to non-defense and international niark&irrent commercial products include laser sttréc systems for industrial control,
infrared sensors for medical, industrial and agibess applications, and fire protection and inswdamaterials for oil and chemical
companies. While Textron Systems sells most giritslucts directly to customers, it also sells s@maelucts through a growing, global
network of sales representatives and distributors.

The Industrial Components group consists of Fuste&ys Textron, Greenlee Textron, Textron Lycomirextron Marine & Land Systems
and Turbine Engine Components Textron, each oflwisi@a leading company in its industry. Productthéf group are sold to a wide variety
of customers, including OEMs, distributors and asdrs, including the military. The principal comipe¢ factors affecting sales of the
products of the Industrial Components
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group are price, quality, customer service, perforoe, reliability, reputation and existing prodoase. The Speidel operation, a manufact
of watch attachments and fashion jewelry, was golderman Hirsch USA, Inc. at the end of 1997.

Fuel Systems designs, manufactures and overhasilsidgane engine injection and metering devices| distribution valves, and afterburner
fuel injection systems for commercial and militaiycraft, and industrial, marine, and vehicular kess. Fuel Systems invests in the design
and development of innovative, proprietary produaith on-site engineering support at customerifaes and an advanced product
development facility to extend the customers' owsigh activities.

Greenlee is a worldwide market leader in poweradpeqgent, electrical test instruments and hand tadie principal applications of these
products are electrical construction and mainte@apewer generation, transmission and distributielecommunications, electronics,
plumbing and the mechanical trades.

Textron Lycoming is the world leader in the desigranufacture and overhaul of reciprocating pistiocraft engines serving the worldwide
general aviation market. Textron Lycoming sells mgaducts directly to general aviation airframe ofacturers, including Piper Aircraft,
Robinson Helicopter, and SOCATA, a division of Agpatiale, and is the exclusive supplier of engfoe€essna's new product line of single
engine aircraft. Aftermarket sales are made tartbee than 180,000 existing owners of Textron Lyaagproducts through a worldwide
network of independently owned distributors.

Textron Marine & Land Systems is a world leadethi@ design and construction of advanced technadirgyushion vehicles, surface effi



ships, high performance search and rescue ve€sai|ac Gage light armored combat vehicles, susipersystems, turrets and artillery
systems. Textron Marine & Land Systems has prodymsating in over 35 countries.

Turbine Engine Components is one of the worldgdat independent suppliers of internal componemtgds turbine engines for aircraft and
industrial applications. Its products include faxd @ompressor blades, vanes, shafts, disks, rdtiisks and other rotating components; the
forgings from which those products are machined; stationary components of turbine engines, sudhaases, diffusers, and air collectors.
Turbine Engine Components manufacturers its pradacthe specifications of its customers.

Finance. The Finance segment consists of Avco Eiah8ervices ("AFS") and Textron Financial Corgama ("TFC"). AFS is engaged in
consumer finance, insurance services related tsuroar finance, and commercial finance. TFC is eed@g commercial finance.
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AFS's consumer finance activities consist primaoiflyhe following: (i) loans which are unsecuredsecured by personal property for
relatively small amounts and short periods; (iglrestate loans secured by real property for laagesunts and for considerably longer
periods; (iii) auto financing of pre-owned autosddiv) retail installment contracts, principallgwering personal property. AFS, through
various insurance subsidiaries, also offers a tadkinsurance products to its consumer loan euets and to consumer loan customers of
unrelated financial institutions. AFS's insuranceduicts include credit life, credit disability andsualty insurance.

AFS's consumer loan business is conducted throumgtveork of branch offices. At December 31, 199FSfoperated approximately 1,200
consumer finance offices located in the Unitedetafustralia, Australia, Canada, Hong Kong, Intliland, New Zealand, Spain, Sweden
and the United Kingdom. Revenues of AFS's consuemeling business (including insurance products 8olts loan customers) accounted
for approximately 14%, 16% and 17% of Textron'altotvenues in 1997, 1996 and 1995, respectively.

The consumer finance business is highly competitiith price and service being the principal contpet factors. AFS's competitors include
not only other companies operating under consuaaar laws, but also other types of lending institosi not so regulated and usually not
limited in the size of their loans, such as comeanvhich finance the sale of their own merchandisbe merchandise of others, industrial
banks, the personal loan departments of commeraiats and credit unions. AFS's strongest competiidrom commercial banks and credit
unions. The interest rates charged by these lemdengsually lower than the rates charged by AFSS'éinsurance businesses, to the extent
not related to AFS's finance activities, competihwiany other insurance companies offering singtaducts.

AFS's consumer finance business is regulated by taat, among other things, can limit maximum ckargr loans and the maximum
amount and term thereof. Such laws also requirdadiare to customers of the interest rate and dithsic terms of most credit transactions
and give customers a limited right to cancel cart@ans and retail installment contracts withoutglty. AFS's insurance business is subje
licensing and regulation by state authorities.

AFS's commercial business focuses primarily onggent leasing and inventory financing outside timétédl States. During 1996 and 1997,
AFS acquired or opened commercial financing openatin Australia, Canada, France, India, and thigedrKingdom. These operations were
added to AFS's commercial businesses already lceimgucted in Australia and Hong Kong. AFS's comiiatéhusiness portfolio grew to
over $900 million at December 31, 1997, from apprately $300 million at December 31, 1996.

TFC is a diversified commercial finance companycgdeing in aircraft finance, golf finance, vendamd middle market equipment finance,
and revolving credit arrangements. TFC originated syndicates a wide variety of
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secured loan and lease transactions, selectivedgia in leveraged lease transactions and prothdtesparty portfolio servicing. TFC
provides commercial financing for a wide range wgtomers, including those who purchase or leas&dreproducts and certain suppliers to
Textron operations. TFC presently offers its sawiprimarily in the United States and, to a lesgéent, in Europe and Canada. Each TFC
business unit has a discrete market focus andfgppfit objectives and is staffed to providepessive services to its market.

The commercial finance businesses in which AFSTdf@ operate are highly competitive. AFS and TFCsaitgect to competition from
various types of financing institutions, includibgnks, leasing companies, insurance companiegéndent finance companies associated
with manufacturers and finance companies that@sidiaries of banking institutions. Competitiorthim the commercial finance industry is
primarily focused on price and service.

Finance Receivables

The following table presents the Finance segmentstanding finance receivables by country:

December 31,
1997 1996
(In millions)



United States $6,626 $6,925

Canada 1,239 1,079
Australia 1,174 1,067
United Kingdom 857 692
Other countries 916 659

$10,812 $10,422

At December 31, 1997, finance receivables in thiddrStates represented 61% of Textron's totahfieaeceivables outstanding. At such
date, no receivables outstanding in any one sthtr than California exceeded 8% of the UnitedeStabrtfolio. In California, outstanding
receivables represented 15% of the United Statafoppo and 9% of the consolidated portfolio.
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The following table presents accruing commerciahk®and all consumer loans on which one or motealiments were more than 60 days
past due on a contractual basis (expressed asenpege of the related gross receivables outstghdin

Years ended Consumer* Commercial Total
December 31 loans loans loans
1997 3.42% 0.37% 2.30%
1996 3.25% 0.21% 2.32%

*Excludes commercial loans that are subject toues®to other Textron operating units.

The following table shows gross and net write-affig, percentages whichthat those amounts beaetage finance receivables, and the
amount of the provision for losses charged to ineom

Gross write-offs  Recoveries net write-offs
Percentage from Percentage
of average receivables of average
Years ended finance previously finance Provision
December 31, Amount receivables written off Amount receivables for losses
(In millions)
1997
Consumer 267 3.9% 48 219 3.2% 229
Commercial 32 0.9% 10 22 0.6% 27
299 2.8% 58 241 2.3% 256
1996
Consumer $230 3.3% $36 $194 2.8% $203
Commercial 30 1.0% 3 27 0.9% 27
$260 2.6% $39 $221 2.2% $230
1995
Consumer $177 2.6% $33 $144 2.1% $149
Commercial 25 0.9% 4 21 0.7% 20
$202 2.1% $37 $165 1.7% $169
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Backlog

Information regarding Textron's backlog of govermingnd commercial orders at the end of the pasfitsgal years is contained on page 32
of Textron's 1997 Annual Report to Shareholdersciwpage is incorporated herein by reference.

Approximately 39% of Textron's total backlog of $@&illion at January 3, 1998, represents ordershvhre not expected to be filled within
the 1998 fiscal year. At January 3, 1998, approt@ged6% of the total government backlog of $2 [#idn was funded.

Government Contracts

In 1997, 20% and 14% of the revenues of the Aitaafl the Industrial segments, respectively, ctuisty in the aggregate 10% of Textron's
consolidated revenues, were generated by or resiutim contracts with the U.S. Government. U.S. &awment business is subject to
competition, changes in procurement policies agdlegions, the continuing availability of Congressil appropriations, world events, and
the size and timing of programs in which Textrorymarticipate.

A substantial portion of Textron's government cacats are fixed-price or fixed-price incentive cawts. Contracts that contain incentive
pricing terms provide for upward or downward adjushts in the prices paid by the U.S. Governmenhuwmonpletion of the contract or any
agreed portion thereof, based on cost or otheppaence factors. U.S. Government contracts gegaraly be terminated in whole or in part
at the convenience of the U.S. Government or ifcthr@ractor is in default. Upon termination of atract for the convenience of the U.S.
Government, the contractor is normally entitledeimbursement for allowable costs incurred (up teaximum equal to the contract pri



and an allowance for profit or adjustment for ldghe contractor would have incurred a loss haddhtire contract been completed. If,
however, a contract is terminated for defaultti{§ contractor is paid such amount as may be agneewd for manufacturing materials and
partially completed products accepted by the U@&aBment; (ii) the U.S. Government is not lialde the contractor's costs with respect to
unaccepted items and is entitled to repayment wdimck payments and progress payments, if anyecetatthe terminated portions of the
contract; and (iii) the contractor may be liable éacess costs incurred by the U.S. Governmentdoyping undelivered items from another
source.

Research and Development
Information regarding Textron's research and deareknt expenditures is contained on page 51 of de¥strl997 Annual Report to
Shareholders, which page is incorporated hereirefgrence.
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Patents and Trademarks

Textron owns, or is licensed under, a number aéqtatand trademarks throughout the world relatingroducts and methods of
manufacturing. Patents and trademarks have beealw# in the past and are expected to be of valtieei future; however, the loss of any
single patent or group of patents would not, indpaion of Textron, materially affect the condoéits business.

Environmental Considerations

Textron's operations are subject to numerous ladsegulations designed to protect the environme@ampliance with such laws and
expenditures for environmental control facilities/k not had, and are not expected to have, a @mla¢éiect on capital expenditures, earnings
or the competitive position of Textron. Additioriaformation regarding environmental matters is agmedd on pages 31 and 54 of Textron's
1997 Annual Report to Shareholders, which pagesacgporated herein by reference.

Employees
At January 3, 1998, Textron had approximately 6d &Mployees.

ITEM 2. PROPERTIES

At January 3, 1998, Textron operated a total of @laats located throughout the United States anpla®s outside the United States. Of the
total of 184 plants, Textron owned 114 and therzdavere leased. In the aggregate, the total metuwufiag space was approximately 34
million square feet.

In addition, Textron owns or leases offices, waretgoand other space at various locations througheutinited States and outside the United
States. Textron considers the productive capaéitiyeoplants operated by each of its business setgme be adequate. In general, Textron's
facilities are in good condition, are considereth¢cadequate for the uses to which they are beihigapd are substantially in regular use.

ITEM 3. LEGAL PROCEEDINGS

Textron is subject to a number of lawsuits, inggibns and claims arising out of the conduct®bitsiness, including those relating to
commercial transactions, government contracts, ymolibbility, and environmental, safety and healthtters. Some seek compensatory,
treble or punitive damages in substantial amodimss, penalties or restitution; or remediatiorcofitamination; and someand some are or
purport to be class actions. Under federal govemmpmcurement regulations, some could result gpsasion or debarment of Textron or its
subsidiaries from U.S. Government contracting fpedod of time. On the basis of information preleavailable, Textron believes

<page 14>
that any liability for these suits and proceedingalld not have a material effect on Textron's nebme or financial condition.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of Textrontsigty holders during the last quarter of the pgrovered by this Repol

EXECUTIVE OFFICERS OF THE REGISTRANT

The following table sets forth certain informatiooncerning the executive officers of Textron adafch 6, 1998. Unless otherwise
indicated, the employer is Textron.

Name Age Positio n

James F. Hardymon 63 Chairman since 199 3, and Chief
Executive Officer since 1992;
formerly Presiden t, 1989 to
1993; Director sin ce 1989.

Lewis B. Campbell 51 President and Chi ef Operating
Officer since 19 94; formerly

Executive Vice P resident and



John D. Butler

50

Mary L. Howell

Wayne W. Juchatz

Stephen L. Key
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Herbert L. Henkel

Edward C. Arditte
42

Frederick K. Butler

Peter B. S. Ellis

Chief Operating O
to 1993; Director

Executive  Vice

Administ

ration and

Resources Officer
1997; formerly Vi
Personnel of Gen
International
(Zurich, Switzerla
June 1997.

45 Ex

ecutive  Vice

Government and
since 1995; for
Vice President Go
International Rel

to 1995;

Vic

Government Affair

1993.

51

Executive Vice P

General Counsel

formerly
President
of R.J.

Execu
and Gen
Reyno

Company, 1994 to
Vice President
Counsel and Secret

Reynolds
to 1994.

Tobacco C

54 Executive Vice P
Chief Financial O
1995; formerly Ex

President

and Chi

Officer of ConAgra

to 1995.

49 President, Textro

Products

since 19

Group Vice Pr
Textron Inc., 19

President

of t

Textron Division

1993.

Vice President a
since May 1997; f

President

Finance

Development  of

Fastening
1997,

Systems,
Vice

Communications

Managem

ent of Te

1994 to 1995; Vi
Investor Relation

Managem

46 Vi

ent, 1993 t

ce President a

since January 19

Group
Financial

General
Service

1996; Assistan

Counsel,
President
of Paul
Managem
1994,

1994 to
and Gen
Revere

ent Compan
Senio

President/Law o
Investment Managem
1991 to 1993.

44 Vice President

Planning
Managing

since 19

Telecommunications

Arthur D.
to 1995.

Douglas A. Fahlbeck 52

Little

Vice President

fficer, 1992
since 1994.

President
Chief Human
since July
ce President
eral Motors
Operations
nd), 1993 to

President
International
merly Senior
vernment and
ations, 1993
e President
s, 1985 to

resident and
since 1995;
tive  Vice
eral Counsel
Ids Tobacco
1995; Senior
,  General
ary of R.J.
ompany, 1987

resident and
fficer since
ecutive Vice
ef Financial
, Inc., 1992

n Industrial
95; formerly
esident of
93 to 1995;
he Greenlee
, 1987 to

nd Treasurer
ormerly Vice
and Business

Textron
1995 to May

President
and Risk
xtron Inc.,
ce President
s and Risk
0 1994.

nd Secretary
97; formerly
Counsel
s, 1995 to
t General
1995; Vice
eral Counsel
Investment
y, 1993 to
r Vice
f Textron
ent Company,

Strategic
95; formerly
Director
Practice of
, Inc., 1991

Mergers and



<page 16>

Arnold M. Friedman

William B. Gauld

Carol J. Grant

Gregory E. Hudson

William P. Janovitz

Mary F. Lovejoy

John W. Mayers, Jr.

Frank W. McNally

Acquisitions  si
formerly  Execu
President and Chi
Officer of Textr
Corporation, 1994
Senior Vice Pr
Chief Financial
Textron Financial
1985 to 1994.

55 Vice President
General Counsel si

44 Vice President
Information Mana
Chief Informati

since 1995; for

Vice President,
Information Mana
Chief Informati

1994 to 19
Information Office
Electric

Distribution an
business) 1992 to

44 Vice President Hu

since February 19
Vice President of
Island  Strategi
Unit), 1993 toJ
Vice President Pu
and Communication
Rhode Island, 1991

51 Vice President
1987.

55 Vice President
Management since J
formerly  Vice
Financial Reporti
January 1997; Vi

and Controller, 19

42 Vice President C
and Investor Rel

1996; formerly Vi
Investor Relation

1996; Director
Relations, 1993t
President and Sen
Banker of The Fi

Bank of Chicago

1993.

44 Vice President Ri

since January 19
Director Risk Mana
to January
President and T
Textron Financial
1990 to 1993.

58 Vice President
Relations and Be

1995; formerly
President, Employ

and Benefits, 19

Staff Vice Presid
Relations, 1992 to

Gero K. H. Meyersiek 50 Vice President

since 1996; fo
President  of
International Inc
1996; Vice
International
Development of G
Services, 1991 to

nce 1995;
tive  Vice
ef Financial
on Financial
to 1995;
esident and
Officer of
Corporation,

and Deputy
nce 1984.

Corporate
gement and
on Officer
merly Staff

Corporate
gement and
on Officer,
95;  Chief
r of General
(Electrical
d Control
1994.

man Resources
97; formerly
NYNEX (Rhode
¢ Business
anuary 1997,
blic Affairs

s of NYNEX -
to 1993.

Taxes since

Financial
anuary 1997,
President
ng, 1995 to
ce President

83 to 1995.

ommunications

ations since

ce President

s, 1995 to
Investor

0 1995; Vice

ior Corporate

rst National

, 1991 to

sk Management
97; formerly
gement, 1993
1997; Vice
reasurer of
Corporation,

Employee
nefits since
Staff Vice
ee Relations
93 to 1995;
ent Employee
1993.
International
rmerly Vice

Textron
., 1995 to

President

Business
E Financial
1994.



Freda M. Peters 56 Vice President Executive

Development and Hu man Resource
Policy and Compl iance since
February  1997; formerly
Director

Management/Organiz ation
Development, 1996 to January
1997; Vice Pres ident Human
Resources of Branson
Ultrasonics Corporation
(subsidiary  of Emerson
Electric Company) , 1985 to
1996.

Daniel L. Shaffer 61 Vice President Audit and
Business Ethics since 1994;
formerly  Pres ident  of
Textron's  Aircr aft Engine
Components Divisi on, 1992 to
1994.

Richard F. Smith 58 Vice President Government
Affairs since 19 95; formerly
Staff Vice President
Government Affairs , March 1995
to August 199 5; Director
Government Affair s, 1985 to
March 1995.

Richard L. Yates 47 Vice President an d Controller
since 1995; forme rly Executive

Vice President, Chief Financial Officer and Trea&swf The Paul Revere Corporation, 1993 to 1996jd@¢/ice President, Chief Financial
Officer and Treasurer of The Paul Revere Corponatl®91 to 1993.
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John F. Zugschwert 64 Vice President Government

Marketing since 19 95; formerly
Staff Vice President
Government Marketi ng, 1993 to
1995; Vice President
Washington Operati ons of Bell
Helicopter Textro n, 1991 to
1993.

Textron's Board of Directors has approved a m anagement
succession plan in which Mr. Campbell will beco me chief
executive officer on July 1, 1998. Mr. Hardymon wi Il remain
chairman of Textron's Board of Directors un til his

retirement at year-end 1999 at age 65.

PART Il

ITEM 5. MARKETS FOR THE REGISTRANT'S COMMON
EQUITY AND RELATED STOCKHOLDER MATTERS

Textron's Common Stock is traded on the New Yotkc@&go and Pacific Stock Exchanges. At Januar®38 lthere were approximately
24,000 holders of Textron Common Stock. The infdiamaon the price range of Textron's Common Stauk dividends paid per share
appearing under "Common Stock Information” on pagef Textron's 1997 Annual Report to Shareholdenscorporated herein by
reference.

ITEM 6. SELECTED FINANCIAL DATA

The information appearing under "Selected Finarlof@rmation” on page 57 of Textron's 1997 AnnuapBrt to Shareholders is incorpore
herein by reference.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

"Management's Discussion and Analysis," appearmpages 25 through 32 Textron's 1997 Annual Report to Shareholders,dsriporatec



herein by reference.
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements and supple&anemformation contained in Textron's 1997 Annteglort to Shareholders and the
Financial Statement schedules, as listed in therapanying Index to Financial Statements and Firzi8tatement Schedules, are
incorporated herein by reference.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information appearing under "Nominees for Dtiveéton pages 2 through 6 of Textron's Proxy Statenfor the Annual Meeting of
Shareholders to be held on April 22, 1998, is ipooated herein by reference.

Information regarding Textron's executive officexncluded on pages 15 through 18 of Part | of Beport.
ITEM 11. EXECUTIVE COMPENSATION

The information appearing under "Report of the @rgation and Compensation Committee on Executivea@msation, Executive
Compensation and Performance Graph" on pages A0ghr20 of Textron's Proxy Statement for the AniMieéting of Shareholders to be
held on April 22, 1998, is incorporated herein bference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The information appearing under "Security Ownergtiigertain Beneficial Holders" and "Security Owstgp of Management," on pages 8
through 10 of Textron's Proxy Statement for the dairiMeeting of Shareholders to be held on April 2298, is incorporated herein by
reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information appearing under "Transactions Witmagement" on page 19 of Textron's Proxy Statefoeithe Annual Meeting of
Shareholders to be held on April 22, 1998, is ipooated herein by reference.
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND
REPORTS ON FORM 8-K

(a) Financial Statements and Schedules The comasetidinancial statements, supplementary informadiod financial statement schedules
listed in the accompanying Index to Financial Statets and Financial Statement Schedules are flgxha of this Report.

Exhibits
3.1 Restated Certificate of Incorporation of
Textron as filed January 29, 1998.
3.2 By-Laws of Textron, restated December

10, 1992. Incorporated by reference to Exhibitt8.Zextron's Annual Report on Form 10-K for thefibyear ended January 2, 1993.
NOTE: Exhibits 10.1 through 10.21B below are mamagat contracts or compensatory plans, contracag@ements

10.1 Annual Incentive Compensation Plan For TexEomployees. Incorporated by reference to Exhibil 10 Textron's Annual Report on
Form 1(-K for the fiscal year ended December 30, 1¢



10.2 Deferred Income Plan For Textron Key Executiviecorporated by reference to Exhibit 10.2 totf@Xs Annual Report on Form 10-K
for the fiscal year ended December 30, 1995.

10.3 Severance Plan For Textron Key Executivesrparated by reference to Exhibit 10.3 to Textrérisual Report on Form 10-K for the
fiscal year ended December 30, 1995.

10.4 Special Benefits for Textron Key Executivesdrporated by reference to Exhibit 10.4 to TeXg@mnnual Report on Form 10-K for the
fiscal year ended December 30, 1995.

10.5 Supplemental Benefits Plan For Textron Keydatiges with Market Square Profit Sharing Plan Sche. Incorporated by reference to
Exhibit 10.5 to Textron's Annual Report on FormKL.@er the fiscal year ended December 30, 1995.

10.6 Supplemental Retirement Plan For Textron Kesgchtives. Incorporated by reference to Exhibib10. Textron's Annual Report on
Form 10-K for the fiscal year ended December 30519

10.7 Survivor Benefit Plan For Textron Key Execasvincorporated by reference to Exhibit 10.7 tatiiom's Annual Report on Form 10-K
for the fiscal year ended December 30, 1995.

10.8A Textron 1987 Long-Term Incentive Plan ("198@n"). Incorporated by reference to Exhibit 1@@éxtron's Annual Report on Form
10-K for the fiscal year ended December 30, 1989.

10.8B First Amendment to 1987 Plan.

Incorporated by reference to Exhibit 10.6(b) to ffem's Annual Report on Form 10-K for the fiscahyended December 28, 1991. <page
20>

10.9A Textron 1990 Long-Term Incentive Plan ("1%9an"). Incorporated by reference to Exhibit 1@ 7éextron's Annual Report on Form
10-K for the fiscal year ended December 30, 1989.

10.9B First Amendment to 1990 Plan.

Incorporated by reference to Exhibit 10.7(c) to ffex's Annual Report on Form 10-K for the fiscahyended December 28, 1991. 10.9C
Second Amendment to 1990 Plan.

Incorporated by reference to Exhibit 10.7(c) to ffex's Annual Report on Form 10-K for the fiscahyended January 2, 1993.

10.10 Textron 1994 Long-Term Incentive Plan. Incogped by reference to Exhibit 10 to Textron's @aréy Report on Form 10-Q for the
fiscal quarter ended July 2, 1994.

10.11 Form of Indemnity Agreement between Textnod iés directors and executive officers. Incorpeddby reference to Exhibit A to
Textron's Proxy Statement for its Annual Meetingsbfreholders on April 29, 1987. 10.12A Pensiom Rda Directors as amended by a First
Amendment (discontinued as of September 30, 1986)rporated by reference to Exhibit 10.14 to Tex's

Annual Report on Form 10-K for the f iscal
year ended December 31, 1988.
10.12B  Second Amendmentto Pension Plan for

Directors (discontinued as of September 30,
1996). Incorporated by reference to Ex hibit
10.16(b) to Textron's Annual Report on Form
10-K for the fiscal year ended December 29,
1990.

10.13 Deferred Income Plan for Non-Employee

Directors. Incorporated by reference to Exhibitl#0to Textron's Annual Report on Form 10-K for fiseal year ended December 28, 1996.

10.14A Employment Agreement between Textron and
James F. Hardymon dated November 24, 1989
("Employment Agreement"). Incorpo rated by
reference to Exhibit 10.9 to Textron 's Annual
Report on Form 10-K for the fiscal y ear ended
December 30, 1989.

10.14B  Amendment dated as of December 15, 1 994,
to Employment Agreement. Incorpo rated by
reference to Exhibit 10.10B to Textron's
Annual Report on Form 10-K for th e fiscal
year ended December 31, 1994.

10.15A Employment Agreement between Tex tron and
Lewis B. Campbell dated September 2 2, 1992.
Incorporated by reference to Exhibit 10.9 to
Textron's Annual Report on Form 10-K for the
fiscal year ended January 2, 1993.

10.15B Retention Award granted to Lewis B.
Campbell on December 14, 1995. Inc orporated
by reference to Exhibit 10.16B to Textron's
Annual Report on Form 10-K for th e fiscal

year ended December 30, 1995.
10.16 Employment Agreement between

Textron and John D. Butler dated June 10,
1997. Incorporated by reference to Exhibit
10 to Textron's Quarterly Report on Form 10-Q
for the fiscal quarter ended June 28 , 1997.
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10.17  Retention Award granted to Herbert L . Henkel

on December 12, 1996.
10.18 Employment Agreement between Textron and



Mary L. Howell dated May 4 , 1993.
Incorporated by reference to Exhibit 10.11 to
Textron's Annual Report on Form 10-K for the
fiscal year ended January 1, 1994.

10.19A Employment Agreement between
Textron and Wayne W. Juchatz dated November

1, 1995. Incorporated by reference to Exhibit 1ad.8extron’'s Annual Report on Form 10-K for thecél year ended December 30, 1995.

10.19B  Description of modified pension a rrangement.

10.20A Employment Agreement between
Textron and Stephen L. Key dated Nov ember 1,
1995. Incorporated by reference to Exhibit
10.19 to Textron's Annual Report on Form 10-K
for the fiscal year ended December 3 0, 1995.

10.20B  Description of stock equivalent g rant.
10.21A Employment Agreement between
Textron and William F. Wayland date d January
1, 1989 ("WFW Agreement"). Incorpo rated by
reference to Exhibit 10.12 to Textron's
Annual Report on Form 10-K for th e fiscal
year ended December 30, 1989.

10.21B  Supplement to WFW Agreement dated M ay 1, 1997.

10.22A  Credit Agreement dated as of Novembe ri,

1993, among Textron, the Lender s listed
therein and Bankers Trust Company as Admin
istrative Agent ("Credit Agr eement”).
Incorporated by reference to Exhibi t 10.20A
to Textron's Annual Report on Form 10-K for
the fiscal year ended January 1, 199 4.

10.22B  First Amendment dated as of October 30,

1994, to Credit Agreement. Incorpo rated by
reference to Exhibit 10.22B to Textron's
Annual Report on Form 10-K for th e fiscal

year ended December 31, 1994.

10.22C Second Amendment to Credit Agree ment
dated as of July 1, 1995. Incorpo rated by
reference to Exhibit (b) (3) to Sche dule 14D-
1 filed by Textron on September 19, 1995.

10.22D Third Amendment to Credit Agreem ent
dated as of July 1, 1996. Incorpo rated by
reference to Exhibit 10.21D to Textron's
Annual Report on Form 10-K for th e fiscal
year ended December 28, 1996.

12.1 Computation of ratio of income to
combined fixed charges and preferr ed stock
dividends of the Parent Group.

12.2 Computation of ratio of income to
combined fixed charges and preferr ed stock
dividends of Textron Inc. includ ing all

majority-owned subsidiaries.
13 A portion (pages 24 through 59) of

Textron's 1997 Annual Report to Shar eholders.

21 Certain subsidiaries of Textron.
Other subsidiaries, which considere din the
aggregate do not constitute a si gnificant
subsidiary, are omitted from such li st.

23 Consent of Independent Auditors.
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24.1 Power of attorney.

24.2 Certified copy of a resolution of t he Board
of Directors of Textron.

27 Financial Data Schedule.

(b) Reports on Form 8-K No reports on Form 8-K widesl during the quarter ended January 3, 1998.
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SIGNATURES

Pursuant to the requirement of Section 13 or 18{dhe Securities Exchange Act of 1934, the regigthas duly caused this Annual Repot
Form 10-K to be signed on its behalf by the undgrsil, thereunto duly authorized on this 16th daylafch 1998.

TEXTRON INC.
Registrant



By: /s/Mchael D. Cahn
M chael D. Cahn
Attorney-in-fact

Pursuant to the requirements of the Securities &xgh Act of 1934, this Report has been signed belotiis 16th day of March 1998, by -
following persons on behalf of the registrant amthie capacities indicated:

NAME TITLE
* Chairman and Chief Executive Officer, James Frdytmmon Director (principal executive officer)
* President and Chief Operating Officer, Lewis Ban@pbell Director
* Director H. Jesse Arnelle
* Director Teresa Beck
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* Director R. Stuart Dickson
* Director Paul E. Gagne
* Director John D. Macomber
* Director Dana G. Mead
* Director Barbara Scott Preiskel
* Director Brian H. Rowe
* Director Sam F. Segnar
* Director Jean Head Sisco
* Director John W. Snow
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* Director Martin D. Walker

* Director Thomas B. Wheeler

* Executive Vice P resident and
Stephen L. Key Chief Financial Officer
(principal finan cial officer)

* Vice President and Controller Richard L. Yatesdr{pipal accounting officer)

*By: /s/ M chael D. Cahn
M chael D. Cahn
Attorney-in-fact
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TEXTRON INC.
INDEX TO FINANCIAL STATEMENTS
AND FINANCIAL STATEMENT SCHEDULES
Item 14(a)

Form Annual Report



Textron Inc. 10-K to Shareholders
Report of Independent Auditors 33

Consolidated Statement of Income for each of the 34
three years in the period ended January 3, 1998

Consolidated Balance Sheet at January 3, 1998 36
Consolidated Statement of Cash Flows for each of 38
the three years in the period ended January 3,

1998

Consolidated Statement of Changes in Shareholders' 40

Equity for each of the three years in the period
ended January 3, 1998

Notes to Consolidated Financial Statements 41-55
Revenues and Income by Business Segment 24
Supplementary Information (Unaudited):

Quarterly Financial Information 1997 and 1996 56
Financial Statement Schedules for each of the three

years in the period ended January 3, 1998

| Condensed financial information of 28 registrant
Il Valuation and qualifying accounts 29

All other schedules are omitted because the camditiequiring the filing thereof do not exist ochese the information required is included
in the financial statements and notes thereto.
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TEXTRON INC.
SCHEDULE | - CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
For each of the three years in the period endedalgrs, 1998

Financial information of the Registrant is omitteecause condensed financial information of thei&@@eoup, which includes the Registrant
and all of its majority-owned subsidiaries othaarthits finance subsidiaries (Finance Group), issshon pages 34 through 39 of Textron's
1997 Annual Report to Shareholders. Management\edithat the disclosure of financial informationtiloe basis of the Parent Group results
in a more meaningful presentation, since this groanstitutes the Registrant's basic borrowing yatiid the only restrictions on net assets of
Textron's subsidiaries relate to its Finance Grdiye Registrant's investment in its Finance Graughbwn on pages 36 and 37 of Textron's
1997 Annual Report to Shareholders under the aaplivestments in Finance Group."

The Parent Group received dividends of $221 mijli&t24 million and $117 million from its Financedsp in 1997, 1996 and 1995,
respectively. The portion of the net assets of itex$ Finance Group available for cash dividenabather payments to the Parent Group is
restricted by the terms of lending agreements asdrance statutory requirements. As of Januar@33,1approximately $475 million of their
net assets of $1.6 billion was available to besfemed to the Parent Group pursuant to thesdatsis.

The Parent Group's credit agreements contain pomasequiring it to maintain a minimum level ofessbholders' equity and a minimum
interest coverage ratio. For additional informatimmcerning the Parent Group's long-term debtNsx#e 9 to the consolidated financial
statements appearing on pages 46 and 47 of Textt687 Annual Report to Shareholders.

For information concerning Textravbligated Mandatorily Redeemable Preferred Seesritf Subsidiary Trust Holding Solely Textron Ju
Subordinated Debt Securities, see Note 11 to theatwlated financial statements appearing on p8gaf Zextron's 1997 Annual Report to
Shareholders.
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TEXTRON INC.

SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS



For each of the three years in the period endedalgrs, 1998
(In millions)
Allowance for credit losses

Changes in the allowance for credit losses foryte's indicated were as follows:

1 997 1996 1995
Balance of the allowance for
credit losses at the
beginning of the year $ 293  $270 $250
Add - charged to income:
Consumer 229 203 149
Commercial 27 27 20

256 230 169
Deduct - balances
charged off:
Gross charge offs:

Consumer ( 267) (230) (177)
Commercial (32) (30) (25)
( 299) (260) (202)
Recoveries:
Consumer 48 36 33
Commercial 10 3 4
58 39 37
Net charge offs ( 241) (221) (165)
Other 7 14 16

Balance of the allowance for
credit losses at the end of
the year $ 315  $293 $270

Balance of the allowance for
credit losses at the end of
the year applicable to:

Consumer $ 236  $218  $195
Commercial 79 75 75
$ 315 $293  $270
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EXHIBIT LIST
Exhibits
3.1 Restated Certificate of Incorporation of
Textron as filed January 29, 1998.
3.2 By-Laws of Textron, restated December

10, 1992. Incorporated by reference to Exhibittd.Zextron's Annual Report on Form 10-K for thefisyear ended January 2, 1993.
NOTE: Exhibits 10.1 through 10.21B below are mamagat contracts or compensatory plans, contracag@ements

10.1 Annual Incentive Compensation Plan For TexEomployees. Incorporated by reference to Exhibil 10 Textron's Annual Report on
Form 10-K for the fiscal year ended December 39519

10.2 Deferred Income Plan For Textron Key Execwtiviecorporated by reference to Exhibit 10.2 totf@Xs Annual Report on Form 10-K
for the fiscal year ended December 30, 1995.

10.3 Severance Plan For Textron Key Executivesrparated by reference to Exhibit 10.3 to Textrérisiual Report on Form 10-K for the
fiscal year ended December 30, 1995.

10.4 Special Benefits for Textron Key Executivesdrporated by reference to Exhibit 10.4 to TeXg@nnual Report on Form 10-K for the
fiscal year ended December 30, 1995.

10.5 Supplemental Benefits Plan For Textron Keydakiges with Market Square Profit Sharing Plan Sche. Incorporated by reference to
Exhibit 10.5 to Textron's Annual Report on FormKL.@er the fiscal year ended December 30, 1995.

10.6 Supplemental Retirement Plan For Textron Kesgchtives. Incorporated by reference to Exhibib10. Textron's Annual Report on
Form 10-K for the fiscal year ended December 30519

10.7 Survivor Benefit Plan For Textron Key Execasvincorporated by reference to Exhibit 10.7 tatiiom's Annual Report on Form 10-K
for the fiscal year ended December 30, 1995.

10.8A Textron 1987 Lor-Term Incentive Plan ("1987 Plan"). Incorporated&fgrence to Exhibit 10.6 to Textron's Annual Répor Form



10-K for the fiscal year ended December 30, 1989.
10.8B First Amendment to 1987 Plan.
Incorporated by reference to Exhibit 10.6(b) to ffex's Annual Report on Form -K for the fiscal year ended December 28, 1¢



10.9A Textron 1990 Long-Term Incentive Plan ("1%9an"). Incorporated by reference to Exhibit 1@ 7éxtron's Annual Report on Form
10-K for the fiscal year ended December 30, 1989.

10.9B First Amendment to 1990 Plan.

Incorporated by reference to Exhibit 10.7(c) to ffex's Annual Report on Form 10-K for the fiscahyended December 28, 1991. 10.9C
Second Amendment to 1990 Plan.

Incorporated by reference to Exhibit 10.7(c) to ffex's Annual Report on Form 10-K for the fiscahyended January 2, 1993.

10.10 Textron 1994 Long-Term Incentive Plan. Incogbed by reference to Exhibit 10 to Textron's @eréy Report on Form 10-Q for the
fiscal quarter ended July 2, 1994.

10.11 Form of Indemnity Agreement between Textnod iés directors and executive officers. Incorpeddby reference to Exhibit A to
Textron's Proxy Statement for its Annual Meetingsbareholders on April 29, 1987. 10.12A Pensiom Rda Directors as amended by a First
Amendment (discontinued as of September 30, 1986)rporated by reference to Exhibit 10.14 to Tex's

Annual Report on Form 10-K for the f iscal
year ended December 31, 1988.
10.12B  Second Amendmentto Pension Plan for

Directors (discontinued as of September 30,
1996). Incorporated by reference to Ex hibit
10.16(b) to Textron's Annual Report on Form
10-K for the fiscal year ended December 29,
1990.

10.13  Deferred Income Plan for Non-Employee

Directors. Incorporated by reference to Exhibiti#0to Textron's Annual Report on Form 10-K for tiseal year ended December 28, 1996.

10.14A  Employment Agreement between Textron and

James F. Hardymon dated November 24, 1989
("Employment Agreement"). Incorporate d by

reference to Exhibit 10.9 to Textron's A nnual
Report on Form 10-K for the fiscal year ended

December 30, 1989.
10.14B  Amendment dated as of December 15, 1994,

to Employment Agreement. Incorporate d by
reference to Exhibit 10.10B to Text ron's
Annual Report on Form 10-K for the f iscal
year ended December 31, 1994.

10.15A Employment Agreement between Textron and
Lewis B. Campbell dated September 22, 1992.
Incorporated by reference to Exhibit 10. 9 to
Textron's Annual Report on Form 10-K for the

fiscal year ended January 2, 1993.
10.15B Retention Award granted to Lewis B.

Campbell on December 14, 1995. Incorpo rated
by reference to Exhibit 10.16B to Text ron's
Annual Report on Form 10-K for the f iscal

year ended December 30, 1995.



10.16  Employment Agreement between

Textron and John D. Butler dated June 10,
1997. Incorporated by reference to Ex hibit
10 to Textron's Quarterly Report on Form 10-Q
for the fiscal quarter ended June 28, 19 97.
10.17 Retention Award granted to Herbert L. He nkel

on December 12, 1996.
10.18 Employment Agreement between Textron and

Mary L. Howell dated May 4, 1993.
Incorporated by reference to Exhibit 10. 11to
Textron's Annual Report on Form 10-K for the

fiscal year ended January 1, 1994.
10.19A Employment Agreement between
Textron and Wayne W. Juchatz dated Nov ember

1, 1995. Incorporated by reference to Exhibit 1ad.8extron’'s Annual Report on Form 10-K for thecél year ended December 30, 1995.

10.19B  Description of modified pension

arrangement.

10.20A Employment Agreement
between Textron and Stephen L. Key dated
November 1, 1995. Incorporated by refe rence
to Exhibit 10.19 to Textron's Annual R eport
on Form 10-K for the fiscal year ended

December 30, 1995.
10.20B  Description of stock equivalent grant
10.21A Employment Agreement between

Textron and William F. Wayland dated Ja nuary
1, 1989 ("WFW Agreement"). Incorporate d by
reference to Exhibit 10.12 to Text ron's
Annual Report on Form 10-K for the f iscal
year ended December 30, 1989.
10.21B  Supplement to WFW Agreement dated May 1, 1997.
10.22A  Credit Agreement dated as of November 1,
1993, among Textron, the Lenders | isted
therein and Bankers Trust Company as Admin
istrative Agent ("Credit Agreeme nt").
Incorporated by reference to Exhibit 1 0.20A
to Textron's Annual Report on Form 10-K for

the fiscal year ended January 1, 1994.
10.22B  First Amendment dated as of October 30,

1994, to Credit Agreement. Incorporate d by
reference to Exhibit 10.22B to Text ron's
Annual Report on Form 10-K for the f iscal

year ended December 31, 1994.
10.22C Second Amendment to Credit Agreement
dated as of July 1, 1995. Incorporate d by
reference to Exhibit (b) (3) to Schedule 14D-
1 filed by Textron on September 19, 1995 .
10.22D Third Amendment to Credit Agreement

dated as of July 1, 1996. Incorporate d by
reference to Exhibit 10.21D to Text ron's
Annual Report on Form 10-K for the f iscal

year ended December 28, 1996.

12.1 Computation of ratio of income to
combined fixed charges and preferred stock
dividends of the Parent Group.

12.2 Computation of ratio of income to
combined fixed charges and preferred stock
dividends of Textron Inc. including all
majority-owned subsidiaries.
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TEXTRON INC.

A Delaware Corporation
Incorporated 1967

(Successor to Rhode Island Corporation Incorpora®8)

RESTATED CERTIFICATE OF INCORPORATION

As Filed January 29, 199¢



RESTATED CERTIFICATE OF INCORPORATION
OF

TEXTRON INC.

* %k k k * %

UNDER SECTION 245 OF THE GENERAL CORPORATION LAW

* %k k k * %

TEXTRON INC., a corporation organized and existimgler the laws of the State of Delaware, herebyfiesras follows:
1. The name of the corporation is TEXTRON INC. Tiaene under which it was originally incorporatedimerican Textron Inc.
2. The original Certificate of Incorporation of tberporation was filed with the Secretary of StateJuly 31, 1967.

3. This Restated Certificate of Incorporation wakyégdopted by the Board of Directors in accordanith the provisions of Section 245 of
the General Corporation Law of the State of Delaaard only restates and integrates and does ribeftamend the provisions of the
corporation's Certificate of Incorporation as hefete amended or supplemented. There is no disecgdzetween those provisions and the
provisions of this Restated Certificate of Incoigtan.

4. The text of the Certificate of Incorporationsafid TEXTRON INC., as heretofore amended or supptged, is hereby restated and
integrated, without further amendment, to readodevs:

FIRST: The name of the corporation (hereinafteledathe "Corporation") is
TEXTRON INC.

SECOND: The respective names of the county andeo€ity within the county in which the registerdtice of the Corporation is to be
located in the State of Delaware are the Counftyex Castle and the City of Wilmington. The namehaf registered agent of the Corpora
is The Corporation Trust Company. The street armdbar of said principal office and the address bgestand number of said registered a
is No. 1209 Orange Street, in the City of Wilmingt&tate of Delaware.

THIRD: The nature of the business of the Corporaetind the objects or purposes to be transactechqteal or carried on by it are as follows:

1. To make, manufacture, produce, prepare, propasshase or otherwise acquire, and to hold, sk import, export or otherwise trade or
deal in and with goods, wares, products, merchandisachines, machinery, appliances and appardtaseoy kind, nature and description,
and, in general, to engage or participate in anyufecturing or other business of any kind or chi@rawhatsoever, including, but not by way
of limitation, importing, exporting, mining, quaing, producing, farming, agriculture, forestry, stmiction, management, advisory,
mercantile, financial or investment business, amsiriess engaged in rendering any manner of serai@sany business of buying, selling,
leasing or dealing in properties of any and aldkinwhether any such business is located in thieetdiSitates of America or any foreign
country, and whether or not related to, conduaivértcidental to, or in any way connected with, fin@going business.

2. To engage in research, exploration, laboratodydevelopment work relating to any material, sabs¢, compound or mixture now known
or which may hereafter be known, discovered or ibgpeal and to perfect, develop, manufacture, uggdyamd generally to deal in and with
any such material, substance, compound or mix



3. To purchase, lease or otherwise acquire, to, loold, use, develop, maintain, manage and opdmsell, transfer, lease, assign, convey,
exchange or otherwise turn to account or disposeraf generally, to deal in and with, personal radi property, tangible or intangible, of
every kind and description, wheresoever situated,aay and all rights, concessions, interests aindgges therein.

4. To adopt, apply for, obtain, register, purchésase or otherwise acquire, to maintain, protesit], use, own, exercise, develop,
manufacture under, operate and introduce and tarselgrant licenses or other rights in respecass$ign or otherwise dispose of, turn to
account, or in any manner deal with and contrath véference to, any trademarks, trade names, {saf@tent rights, concessions, franchi
designs, copyrights and distinctive marks and sigimalogous thereto and inventions, devices, inggn@nts, processes, recipes, formulae
the like, including, but not by way of limitatiosych thereof as may be covered by, used in commegith, or secured or received under,
Letters Patent of the United States of Americalggwhere, and any licenses and rights in respectdi, in connection therewith or
appertaining thereto.

5. To purchase or otherwise acquire and to hoktjg®, sell, exchange or otherwise dispose of geu(ivhich term includes any shares of
stock, bonds, debentures, notes, mortgages or ofitigations and any certificates, receipts or pthstruments representing rights to receive,
purchase or subscribe for the same or represeatipg@ther rights or interests therein or in anypprty or assets) created or issued by any
person, firm, association, corporation (includitgthe extent permitted by the laws of the StatBelware, the Corporation) or government
or subdivision, agency or instrumentality theréofmake payment therefor in any lawful manner; Enelxercise, as owner or holder thereof,
any and all rights, powers and privileges in resgeereof (to the extent aforesaid).

6. To make, enter into, perform and carry out @t of every kind and description with any perdiwm, association, corporation or
government or subdivision, agency or instrumentaliereof; to endorse or guarantee the paymentio€ipal, interest or dividends upon, and
to guarantee the performance of sinking fund oeiwtbligations of, any securities or the paymerd oértain amount per share in liquidation
of the capital stock of any other corporation; samduarantee in any way permitted by law the pemforce of any of the contracts or other
undertakings of any person, firm, association, eaafion or government or subdivision, agency otrumaentality thereof.

7. To acquire by purchase, exchange or otherwils@rany part of, or any interest in, the proest assets, business and good will of any
or more persons, firms, associations or corporatimretofore or hereafter engaged in any businbassaever; to pay for the same in cash,
property or its own or other securities; to holderate, lease, reorganize, liquidate, sell or ynraanner dispose of the whole or any part
thereof; to assume or guarantee, in connectiorwith, the performance of any liabilities, obligats or contracts of such persons, firms,
associations or corporations; and to conduct thelevbr any part of any business thus acquired.

8. To lend its uninvested funds from time to timestich extent, to such persons, firms, associgtammporations or governments or
subdivisions, agencies or instrumentalities theranfl on such terms and on such security, if amyh@Board of Directors of the Corporation
(hereinafter called the "Board of Directors") magtaetmine.

9. To borrow money for any of the purposes of tlepGration, from time to time, and without limit fsamount; to issue and sell from time
to time, its own securities in such amounts, orhgeems and conditions, for such purposes anducin sonsideration, as may now be or
hereafter shall be permitted by the laws of theeSth Delaware; and to secure such securities bygage upon, or the pledge of, or the
conveyance or assignment in trust of, the wholenyrpart of the properties, assets, business aodl il of the Corporation then owned or
thereafter acquired.

10. To promote, organize, manage, aid or assmnéially or otherwise, persons, firms, associationcorporations engaged in any business
whatsoever; and to assume or underwrite the pediocm of all or any of their obligations.

11. To organize or cause to be organized unddathe of the State of Delaware, any other staté¢ades of the United States of America, the
District of Columbia, any territory, dependencylarty or possession of the United States of Ameuicaf any foreign country, a corporation
or corporations for the purpose of transactingnpting or carrying on any or all objects or purpof® which the Corporation is organized;
to dissolve, wind up, liquidate, merge or consdkdany such corporation or corporations or to calusesame to be dissolved, wound up,
liquidated, merged or consolidated; and, subjetiédaws of the State of Delaware, to consolidatemerge with or into one or more other
corporations organized under the laws of the Sihgelaware or under the laws of any other statstaties in the United States of America,
the District of Columbia, any territory, dependencglony or possession of the United States of Aeaasr of any foreign country if the laws
under which said other corporation or corporatiaressformed shall permit such consolidation or met



12. To conduct its business in any and all of itmbhes and maintain offices both within and withitbe State of Delaware in any and all
states of the United States of America, in theridisof Columbia, in any or all territories, dep@mties, colonies or possessions of the United
States of America and in foreign countries.

13. To such extent as a business corporation argdninder the laws of the State of Delaware may oomereafter lawfully do, to do, either
as principal or agent and either alone or throudissliaries or in connection with other personsngi, associations or corporations, all and
everything necessary, suitable, convenient or prigyeor in connection with, or incident to, thecamplishment of any of the purposes or the
attainment of any one or more of the objects hezaiimerated or designed directly or indirectly tonpote the interests of the Corporation or
to enhance the value of its properties; and in géite engage in any lawful act or activity for whicorporations may be organized under the
General Corporation Law of Delaware and to do angall things and exercise any and all powers tsigind privileges which a business
corporation may now or hereafter be organized thaized to do or to exercise under the laws ofStete of Delaware.

14. Whenever the context permits, the followinguysmns shall govern the construction of the paapbs of these purposes; no specified
enumeration shall be construed as restricting ynveay any general language; any word, whetherérsthgular or plural shall be construec
mean both the singular and the plural; any phnaslee conjunctive or in the disjunctive shall irdduboth the conjunctive and disjunctive; the
mention of the whole shall include any part or gaany one or more or all of the purposes set fordly be pursued from time to time and
whenever deemed desirable; verbs in the presdatuwe tense shall be construed to include botlptheent and future tenses or either of
them.

FOURTH: The total number of shares of all clasfestack which the Corporation shall have authotityssue is 515,000,000 of which
15,000,000 shares, without par value, are to lzeabdiss designated "Preferred Stock" and 500,00G08res of the par value of $.125 each
are to be of a class designated "Common Stock".

The voting powers, designations, preferences dative, participating, optional or other specigjhis, and the qualifications, limitations or
restrictions thereof, of the classes of stock ef@worporation which are fixed by this Certificafdrcorporation, and the authority vested in
the Board of Directors to fix by resolution or regmns providing for the issue of Preferred Sttio& voting powers, designations, preferel
and relative, participating, optional or other spkights, and the qualifications, limitationsmstrictions thereof, of the shares of Preferred
Stock which are not fixed by this Certificate o€émporation are as follows:

(a) The Preferred Stock may be issued from tinterte in one or more series of any number of shamesjided that the aggregate number of
shares issued and not canceled of any and allsarés shall not exceed the total number of sharBseferred Stock hereinabove authorized.
Each series of Preferred Stock shall be distinstidesignated by letter or descriptive words. Altiss of Preferred Stock shall rank equally
and be identical in all respects except as perdhlitethe provisions of paragraphs (b) and (f) of thrticle FOURTH.

(b) Authority is hereby vested in the Board of @ia@s from time to time to issue the Preferred Ktas Preferred Stock of any series and in
connection with the creation of each such seridi tioy resolution or resolutions providing for tiesue of shares thereof the voting powel
any, the designation, preferences and relativéicgaating, optional or other special rights, ahd gualifications, limitations or restrictions
thereof, of such series to the full extent now erdafter permitted by this Certificate of Incorpgara and the laws of the State of Delaware, in
respect of the matters set forth in the followingpgaragraphs (1) to (8), inclusive:

(1) The distinctive designation of such series @nednumber of shares which shall constitute sudlsevhich number may be increased or
decreased (but not below the number of sharesahtren outstanding) from time to time by actiorttod Board of Directors;

(2) The dividend rate of such series, any prefersitic or provisions in relation to the dividendggizle on any other class or classes or of any
other series of stock, and any limitations, resitiis or conditions on the payment of dividends;

(3) The price or prices at which, and the terms@ndlitions on which, the shares of such serieslmayydeemed by the Corporation;

(4) The amount or amounts payable upon the shigsch series in the event of any liquidation, diis8on or winding up of the Corporatio



(5) Whether or not the shares of such series beadintitled to the benefit of a sinking fund toamplied to the purchase or redemption of
shares of such series and, if so entitled, the atafuisuch fund and the manner of its application;

(6) Whether or not the shares of such series bbathade convertible into, or exchangeable for,eshaf any other class or classes of stock of
the Corporation or shares of any other series efieified Stock, and, if made so convertible or ergkable, the conversion price or prices, or
the rate or rates of exchange, and the adjustrifeensof, if any, at which such conversion or exggamay be made, and any other terms and
conditions of such conversion or exchange;

(7) Whether or not the shares of such series bhaakt any voting powers and, if voting powers argramted, the extent of such voting
powers; and

(8) Whether or not the issue of any additional skaf such series or of any future series in audiid such series shall be subject to
restrictions in addition to the restrictions, ifyaon the issue of additional shares imposed ingbelution or resolutions fixing the terms of
and outstanding series of Preferred Stock theretagsued pursuant to this Article FOURTH andpibject to additional restrictions, the
extent of such additional restrictions.

(c) The holders of Preferred Stock of each sehedl be entitled to receive, when and as declayetthé Board of Directors, dividends in cash
at the rate for such series fixed by the Board icédors as provided in paragraph (b) of this AetiEOURTH, and no more, payable quarterly
on the first days of January, April, July and Oetobr of such other months as may be designatédebBoard of Directors (each of the
quarterly periods ending on the first day of JapuApril, July and October in each year, or onfilh& days of such other months,
respectively, being hereinafter called a dividerdqd), in each case from the date of cumulatiedgfined in paragraph (h) of this Article
FOURTH) of such series. Except as may otherwisgrbeided in the resolution or resolutions providfogthe issue of any given series of
Preferred Stock, dividends on Preferred Stock siettumulative (whether or not there shall be nefits or net assets of the Corporation
legally available for the payment of such dividénds that, if at any time full cumulative dividen¢hs defined in paragraph

(h) of this Article FOURTH) upon the Preferred Staxf all series to the end of the last completadidéind period shall not have been paid or
declared and a sum sufficient for payment therebfpart, the amount of the deficiency shall bl fodid, but without interest, or dividends
in such amount shall have been declared on eathssuies and a sum sufficient for the payment tfesieall have been set apart for such
payment, before any sum or sums shall be set &mide applied to the purchase or redemption ofd?red Stock of any series (either
pursuant to any applicable sinking fund provisionany redemptions authorized pursuant to paraggybf this Article FOURTH or
otherwise) or set aside for or applied to the pasehof Common Stock and before any dividend sleatldzlared or paid or any other
distribution ordered or made upon the Common Sfoter than a dividend payable in Common Stoclgyigied, however, that any moneys
deposited in the sinking fund provided for any sgiof Preferred Stock in the resolution or resohgiproviding for the issue of shares of said
series, in compliance with the provisions of suidkiag fund and of this paragraph

(c), may thereafter be applied to the purchaseaemption of Preferred Stock in accordance withi¢h@s of such sinking fund whether or
not at the time of such application full cumulatiigidends upon the outstanding Preferred Stoclaferies to the end of the last completed
dividend period shall have been paid or declaretisat apart for payment. All dividends declaredrufie Preferred Stock of the respective
series outstanding shall be declared pro ratehatate amounts of dividends declared per shath@®Rreferred Stock of different series shall
in all cases bear to each other the same ratiatitatied dividends per share on the shares ofresplective series bear to each other.

(d) Before any sum or sums shall be set asiderfapplied to the purchase of Common Stock and beday dividends shall be declared or
paid or any distribution ordered or made upon then@on Stock (other than a dividend payable in Com®iwmck), the Corporation shall
comply with the sinking fund provisions, if any, afy resolution or resolutions providing for theus of any series of Preferred Stock any
shares of which shall at the time be outstanding.

(e) Subject to the provisions of paragraphs (c)(@haf this Article FOURTH, the holders of Comm8tock shall be entitled, to the exclus
of the holders of Preferred Stock of any and alkeseto receive such dividends as from time tceetmay be declared by the Board of
Directors.

(f) In the event of any liquidation, dissolutionwinding up of the Corporation, the holders of Bredd Stock of each series then outstanding
shall be entitled to be paid out of the assett®fQorporation available for distribution to iteckholders, whether from capital, surplus or
earnings, before any payment shall be made todhieis of Common Stock, an amount determined asqged in paragraph

(b) of this Article FOURTH for every share of théioldings of Preferred Stock of such series. Ifrupoy liquidation, dissolution or winding
up of the Corporation the assets of the Corporadiailable for distributiol



to its stockholders shall be insufficient to pag tiolders of Preferred Stock of all series thedattount to which they respectively shall be
entitled, the holders of Preferred Stock of alleeshall share ratably in any distribution of é&ssecording to the respective amounts which
would be payable in respect of the shares of PefeBtock held by them upon such distributionliatounts payable on or with respect to
Preferred Stock of all series were paid in fullthe event of any liquidation, dissolution or wingliup of the Corporation, whether voluntary
or involuntary, after payment shall have been ntadbe holders of Preferred Stock of the full amtdonwhich they shall be entitled as
aforesaid, the holders of Common Stock shall bitleaht to the exclusion of the holders of Prefer8tdck of any and all series, to share,
ratably according to the number of shares of ComBtock held by them, in all remaining assets ofGheporation available for distribution
to its stockholders. Neither the merger or consuidh of the Corporation into or with another caigd®n nor the merger or consolidation of
any other corporation into or with the Corporatinor the sale, transfer or lease of all or substdyll the assets of the Corporation, shall be
deemed to be a liquidation, dissolution or windiqgof the Corporation. Notwithstanding the foregpprovisions of this paragraph (f), it
be provided as to any one or more series of Pexfedtock that upon liquidation, dissolution or winmglup of the Corporation the shares of
such series shall not have any preference, othertthbe paid out of the assets of the Corporati@ilable for distribution to its stockholders,
an amount equal to accrued dividends

[as defined in paragraph (h) hereof] and thereaftehare ratably with the holders of Common Si@eid any other class or series having a
similar right) in all distributions of assets agyhwould have shared if all of the shares of s@eles had been converted into Common Stock
immediately before such distribution or to shanesuch event, upon such other terms and condiiemay be provided.

(9) Subject to any requirements which may be applito the redemption of any given series of PrefeStock as provided in any resolution
or resolutions providing for the issue of suchesnf Preferred Stock, the Preferred Stock ofaales, or of any series thereof, or any part of
any series thereof, at any time outstanding, mayteemed by the Corporation, at its election esqwe by resolution of the Board of
Directors, at any time or from time to time, upat tess than 30 days, but not more than 90 dagsjqurs notice to the holders of record of
Preferred Stock to be redeemed, given by mail @l snanner as may be prescribed by resolution oiutsns of the Board of Directors:

(1) if such redemption shall be otherwise thanheyadpplication of moneys in any sinking fund reddrto in paragraph (d) of this Article
FOURTH, at the redemption price, fixed as providegaragraph (b) of this Article FOURTH, at whidheses of Preferred Stock of the
particular series may then be redeemed at theropfithe Corporation and

(2) if such redemption shall be by the applicatiddbmoneys in any sinking fund referred to in paggdr (d) of this Article FOURTH, at the
redemption price, fixed as provided in paragragloftihis Article FOURTH, at which shares of Preéat Stock of the particular series may
then be redeemed for such sinking fund;

provided, however, that, before any Preferred Stdany series shall be redeemed at said redemptioa thereof specified in clause (1) of
this paragraph (g), all moneys at the time in thkisg fund, if any, for Preferred Stock of thatise shall first be applied, as nearly as ma

to the purchase or redemption of Preferred Sto¢kaifseries as provided in the resolution or regmis of the Board of Directors providing
for such sinking fund. If less than all the outslizng shares of Preferred Stock of any series abe tedeemed, the redemption may be made
either by lot or pro rata in such manner as magrbscribed by resolution of the Board of Directdiise Corporation may, if it shall so elect,
provide moneys for the payment of the redemptiacepoy depositing the amount thereof for the actofithe holders of Preferred Stock
entitled thereto with a bank or trust company ddinginess in the City of New York, in the StatéNefw York, and having capital and surplus
of at least $5,000,000. The date upon which supslemay be made by the Corporation (hereinafiled the "date of deposit") shall be
prior to the date fixed as the date of redemptiorany such case there shall be included in theaof redemption a statement of the date of
deposit and of the name and address of the bamiusircompany with which the deposit has been drh@imade. On and after the date fixed
in any such notice of redemption as the date afmaation (unless default shall be made by the Caitjpwr in providing moneys for the
payment of the redemption price pursuant to sutice)oor, if the Corporation shall have made suepasit on or before the date specified
therefor in the notice, then on and after the d&tdeposit all rights of the holders of the PreddrStock to be redeemed as stockholders of the
Corporation, except the right to receive the redé&nyprice as hereinafter provided and, in the @dsrich deposit, any conversion rights not
theretofore expired, shall cease and terminateh Sanversion rights, however, in any event shakeeand terminate upon the date fixed for
redemption or upon any earlier date fixed by thamf Directors pursuant to paragraph (b) of Ariicle FOURTH for termination of such
conversion rights. Anything herein contained todbatrary notwithstanding, said redemption pricallshclude an amount equal to accrued
dividends on the Preferred Stock to be redeem#uketdate fixed for the redemption thereof and tbepGration shall not be required to
declare or pay on such Preferred Stock to be redéeamd the holders thereof shall not be entite@teive, any dividends in addition to
those thus included in the redemption price; pregiichowever, that the Corporation may pay in regudarse any dividends thus included in
the redemption price either to the holders of réaor the record date fixed for the determinatiostotkholder:



entitled to

receive such dividend (in which event, anythingelreto the contrary notwithstanding, the amoundeposited need not include any
dividends so paid or to be paid) or as a part efréddemption price upon surrender of the certdisdior the shares redeemed. At any time on
or after the date fixed as aforesaid for such rgdiem or, if the Corporation shall elect to depdalk& moneys for such redemption as herein
provided, then at any time on or after the datdegfosit and without awaiting the date fixed asedaid for such redemption, the respective
holders of record of the Preferred Stock to be eet shall be entitled to receive the redempticeprpon actual delivery to the
Corporation, or, in the event of such deposithehank or trust company with which such depositidie made, of certificates for the shares
to be redeemed, such certificates, if requiredetproperly stamped for transfer and duly endonsédank or accompanied by proper
instruments of assignment and transfer thereof exécuted in blank. Any moneys so deposited whietll semain unclaimed by the holders
of such Preferred Stock at the end of six yeaes #fie redemption date shall be paid by such battist company to the Corporation and
interest accrued on moneys so deposited shall etothe Corporation and shall be paid to it frometto time. Preferred Stock redeemed
pursuant to the provisions of this paragraph (gJldfe canceled and shall thereafter have thesstidtauthorized and unissued shares of
Preferred Stock.

(h) The term "date of cumulation" as used with rexfiee to any series of Preferred Stock shall bendddo mean the date fixed by the Board
of Directors as the date of cumulation of sucheseait the time of the creation thereof or, if needdnall have been so fixed, the date on which
shares of such series are first issued. Wheneeer wih reference to any share of any series deRea Stock, the term "full cumulative
dividends" shall be deemed to mean (whether ommany dividend period, or any part thereof, inpest of which such term is used there
shall have been net profits or net assets of thpdZation legally available for the payment of saividends) that amount which shall be
equal to dividends at the full rate fixed for sehties as provided in paragraph (b) of this Artle@URTH for the period of time elapsed fr(
the date of cumulation of such series to the daief avhich full cumulative dividends are to be cartgal (including an amount equal to the
dividend at such rate for any fraction of a dividgreriod included in such period of time); and tiéven "accrued dividends" shall be deemed
to mean full cumulative dividends to the date aw/bich accrued dividends are to be computed, lesstount of all dividends paid, or
deemed paid as hereinafter in this paragraph (higeed, upon said share. In the event of the is$@aglditional shares of Preferred Stock of
any series after the original issue of shares efdPred Stock of such series, all dividends paidaarued on Preferred Stock of such series
prior to the date of issue of such additional Rrefi Stock and all dividends declared and payabletders of Preferred Stock of such series
of record on any date prior to the issue of anyhsdditional Preferred Stock shall be deemed te leen paid on the additional Preferred
Stock so issued.

() No holder of stock of any class of the Corpamat whether now or hereafter authorized, shalkehawy preemptive, preferential or other
rights to subscribe for or purchase or acquiresrares of any class or any other securities o€tivporation, whether now or hereafter
authorized, and whether or not convertible intogwidencing or carrying the right to purchase, sharf any class or any other securities now
or hereafter authorized, and whether the same Isbadisued for cash, services or property, or by e¥alividend or otherwise.

() Subject to the provisions of this Certificatellocorporation and except as otherwise providedhly, the shares of stock of the Corporat
regardless of class, may be issued for such camagide and for such corporate purposes as the Bafdbitectors may from time to time
determine.

(k) Except as otherwise provided by law, or thistifieate of Incorporation or by the resolutionresolutions providing for the issue of any
series of Preferred Stock, the holders of shar@seferred Stock, as such holders, shall not hayeight to vote, and are hereby specifically
excluded from the right to vote, in the electiordotctors or for any other purpose. Except asesfaid, the holders of Preferred Stock, as
holders, shall not be entitled to notice of any timgeof stockholders.

() Subject to the provisions of any applicable Jawof the By-laws of the Corporation as from titogime amended, with respect to the
closing of the transfer books or the fixing of aord date for the determination of stockholderstledtto vote and except as otherwise
provided by law, or by this Certificate of Incorption or by the resolution or resolutions providfogthe issue of any series of Preferred
Stock, the holders of outstanding shares of Com8tonk shall exclusively possess voting power ferelection of directors and for all other
purposes, each holder of record of shares of Conttock being entitled to one vote for each shat@ahmon Stock standing in his name
on the books of the Corporatic



$2.08 CUMULATIVE CONVERTIBLE PREFERRED STOCK, SERIE S A

RESOLVED that, pursuant to the authority expregsnted to and vested in the Board of Directorghieyprovisions of the Certificate of
Incorporation of the Corporation, the Board of Bimgs hereby creates a series of the Preferredk $fdbe Corporation to consist of
3,076,223 shares, and the Board of Directors hefirby the voting powers, designation, prefererazekrelative, participating, optional or
other special rights, and the qualifications, lati@ns or restrictions thereof, of the shares chsseries (in addition to the designation,
preferences and relative, participating, optiomadther special rights, and the qualifications,itations or restrictions thereof, set forth in the
Certificate of Incorporation which are applicabiethhe Preferred Stock of all series) as follows:

(1) Designation. The designation of said serieBreferred Stock created by this resolution shall#2e08 Cumulative Convertible Preferred
Stock, Series A" (hereinafter called "Series A").

(2) Dividend Rate. The dividend rate of the shafeSeries A shall be $2.08 per share per annumutative (entitled to "full cumulative
dividends", as defined in the Certificate of Inaangtion) from January 1, 1968, payable quarterlyhenfirst days of January, April, July and
October in each year. Holders of shares of Seriskall not be entitled to any dividends, whethegratée in cash, property or stock, in excess
of the "full cumulative dividends" at said rate.

(3) Optional Redemption. Subject to paragraph &g\, shares of Series A shall not be redeemabtadZorporation for any purpose until
after December 31, 1972. On and after Decembel 312, shares of Series A may be redeemed upores®othan 40 days' notice to the
holders of Series A shares and otherwise on tiestand conditions specified in paragraph

(9) of Article FOURTH of the Certificate of Incorpation during the following periods at the followiper share redemption prices:

Redemption
Price Per iod
$55 Calenda r Year 1973
$54 Calenda r Year 1974
$53 Calenda r Year 1975
$52 Calenda r Year 1976
$51 Calenda r Year 1977
$50 At all times after Decemb er 31,1977

plus, in each case, an amount equal to "accruedetids” (as defined in the Certificate of Incorgima). Any redemption after December 31,
1972 and prior to January 1, 1978 shall only beerasito all of the Series A shares outstandingaf@hafter January 1, 1978 redemption |
be made as to all or any part of such shares firm o time outstanding.

(4) Rights on Liquidation, Dissolution, Winding Ulp. the event of any liquidation, dissolution omding up of the Corporation, the holders
of shares of Series A then outstanding shall bieshto be paid out of the assets of the Corporativailable for distribution to its
stockholders an amount equal to $50 per share gplasnount equal to "accrued dividends" (as defin¢ke Certificate of Incorporation).
Notwithstanding the foregoing, in the event of aojuntary liquidation of the Corporation prior tanuiary 1, 1978, the holders of share
Series A shall be entitled to be paid an amounshare equal to the redemption price as set forfaragraph 3 currently in effect at the date
of such liquidation plus accrued dividends.

(5) Sinking Fund. Shares of Series A are not stilgeentitled to the benefit of a sinking fund.
(6) Conversion of Convertible Preferred Stock I6mmmon Stock.

(a) Conversion Right. Shares of Series A shalldwesertible at the option of the holder thereofmt ime into shares of Common Stock at a
conversion price of $45.45 per share based upaiue wf $50.00 per share of Series A stock soitfi#lly Series A shares shall be
convertible at the rate of one and one tenth sfiat¢ of Common Stock for each one (1) share ofeSek stock. Such price of $45.45 per
Common share (based on $50.00 per share of Ses&scR), adjusted as hereinafter provided, is haf&r referred to as the "Conversion
Price". Such right of conversion shall cease anditeate, as to shares of Series A called for redempat the close of business on the tenth
business day prior to the date fixed for redemptioless default shall be made in the payment ofélemption price. Upon conversion the
Corporation shall make no payment or adjustmergcmount of dividends accrued or in arrears on shafrSeries A surrendered for
conversion; provided, however, that any holder whoverts his shares



Series A after the record date for any quartenyodind payment on shares of Series A but prioutthgjuarterly dividend payment date shall
nonetheless be entitled to receive any such qladidend.

The Common Stock issuable upon conversion of stidrBsries A shall be Common Stock, $.125 par vaseonstituted at the date hereof,
except as otherwise provided in division (E) ofsafagraph (c) of this paragraph (6).

(b) Method of Conversion. In order to convert seasESeries A into Common Stock, the holder thesbadll surrender the certificate or
certificates for such shares of Series A, duly eselb to the Corporation or in blank, at the offié@any Transfer Agent for Series A (or at
such other place as may be designated by the Gaimay shall give written notice to the Corporatatrsaid office that he elects to convert
said shares of Series A, and shall state in writiregein the name or names in which he wishesdhdicate or certificates for shares of
Common Stock to be issued. As soon as practichbleafter, the Corporation shall issue or delivesaéd office to the person for whose
account such shares of Series A were so surrendaréa his nominee or nominees, certificates liertumber of full shares of Common
Stock to which he shall be entitled as aforesaigether with a cash adjustment in respect of aamtifsn of a share as hereinafter provided if
not convertible into a number of whole shares. &eitijo the following provisions of this paragragh, Guch conversion shall be deemed to
have been made as of the date of such surrendertdfcates for the shares of Series A to be cade and the person or persons entitled to
receive Common Stock issuable upon the converdisnah shares of Series A shall be treated fquatboses as the record holder or holders
of such Common Stock on such date.

(c) Adjustments of Conversion Price. The Converstoice of shares of Series A shall be subject joshthent from time to time as follows:

(A) If the Corporation shall sell for cash any ssof its Common Stock or any securities convextillo Common Stock (other than
Excluded Stock, as defined in division (B) of thishparagraph (c)) without consideration or for asideration per share less than the
Conversion Price in effect immediately prior to #ade of such Stock, the Conversion Price in effeatediately prior to each such sale shall
forthwith (except as provided below in this divisifA) and in division (K) of this subparagraph (bp adjusted to a price equal to a quotient
obtained by dividing:

(i) an amount equal to the sum of

(x) the total number of shares of Common Stocktantding (excluding Excluded Stock but including gieres of Common Stock deemed to
have been issued pursuant to subdivision (2) efdhiision (A)) immediately prior to such sale niplied by the Conversion Price in effect
immediately prior to such sale, plus

(y) the consideration received by the Corporatiparusuch sale, plus

(z) the excess of (1) the aggregate consideragiogived by the Corporation upon all issuances ofilion Stock after the date of first
issuance of shares of Series A (other than Excl&iedk) over (2) the Conversion Price in effedhattime of the respective issuance
multiplied by the number of shares so issued; piedj however, that such excess shall not be talteratcount to the extent such excess has
previously been taken into account in adjustindigDonversion Price pursuant hereto,

by

(i) the total number of shares of Common Stoclstariding (excluding Excluded Stock but including fihares of Common Stock deemed to
have been issued pursuant to subdivision (2) efdhiision (A)) immediately after the sale of su@bmmon Stock;

provided, however, that such adjustment shall bdenuanly if and to the extent that the aforesaidtiguod shall be less than the Conversion
Price in effect immediately prior to such sale.

For the purposes of any adjustment of the ConveBitce pursuant to this subparagraph (c), theviaiig provision shall be applicable:

(1) In the case of the sale of Common Stock (ovedible or exchangeable securities referred tsuindivision (2) of this Division (A)), the
consideration shall be deemed to be the amourdassf paid therefor without deduction for any diseceuoommissions or other expenses
allowed, paid or incurred by the Corporation foy amderwriting or otherwise in connection with feeuance and sale there



(2) In the case of the sale of any securities fatten shares of Series A) by their terms converiiiito or exchangeable for Common Stock:

(i) the aggregate number of shares of Common Stotiélly deliverable upon conversion of or in exaige for any such convertible or
exchangeable securities shall be considered to these issued at the time such securities weredssug for a consideration equal to the
consideration received by the Corporation for amghssecurities, plus the additional consideratioany, to be received by the Corporation
upon the conversion or exchange thereof (the cerein in each case to be determined in the saamaen as provided in subdivision (1)
above);

(i) in the event that, after the sale of any saehurities, (x) a change shall be made in the rigate at which such securities which remain
outstanding shall be convertible or exchangeablaaithe aggregate number of shares of Commork $teceafter deliverable shall decrease
and (y) such increase in price or decrease in sltldverable is in accordance with the provisiohsuch securities (other than provisions
designed to protect against dilution such as thiiparagraph (c)), the Conversion Price shall fortthlye readjusted to such Conversion Price
as would have been obtained if such decreased muhbkares had been the number of shares of ConStumk initially deliverable upon

the conversion or exchange of such outstandingitiesy and

(iiif) on the termination of such right to convertexchange, the Conversion Price shall forthwithidsedjusted to such Conversion Price as
would have been obtained had the adjustment maaie tine sale of such securities been made uporesie bf the issuance or sale of only
the number of shares of Common Stock actually sypen the conversion or exchange of such seauritie

(B) "Excluded Stock" shall mean:

(1) Common Stock or stock convertible into CommaewncE sold pursuant to any present or future stqatlon plan, stock purchase plan, or
other benefit plan for employees (including offigeof the Corporation or of its subsidiaries orgerg or future agreement to substitute
options for stock of the Corporation for existirigak options of a business acquired by or mergexdanconsolidated with the Corporation;

(2) Shares of Common Stock sold upon exercise ofangs issued pursuant to the terms of the Wakgntement, dated as of May 1, 1959,
between the Corporation and Morgan Guaranty Trost@any.

(C) If the number of shares of Common Stock outiteat any time is increased by a stock divideaghble in shares of Common Stock or
by a subdivision or split-up of shares of Commoocgf then, on the day following the date fixedttoe determination of holders of Common
Stock entitled to receive such stock dividend, stibihn or split-up, the number of shares of Comnstock issuable on conversion of each
share of Series A shall be increased in propottiasuch increase in outstanding shares of Commuaek3ind the Conversion Price shall be
correspondingly decreased.

(D) If the number of shares of Common Stock outditagnat any time is decreased by a combinatioh@blutstanding shares of Common
Stock, then, on the day following the effectiveedat such combination, the number of shares issualconversion of each share of Series A
shall be decreased in proportion to such decreagetstanding shares and the Conversion Price lsdabrrespondingly increased.

(E) In the case this Corporation shall be recapédl or shall be consolidated with or merged iotcshall sell or transfer its property and
assets as, or substantially as, an entirety, pyaosisions shall be made as part of the termsicifi secapitalization, consolidation, merger,
sale or transfer whereby the holder of any shafréiseoSeries A stock convertible into Common Stouakstanding immediately prior to such
event shall thereafter be entitled to such conwargghts with respect to securities of the Corfioraresulting from such recapitalization,
consolidation or merger, or to which such saleandfer shall be made, as shall be substantiailivalgnt to the conversion rights, if any,
provided for with respect to such Series A stockymled, however, that no such provisions with egspo conversion rights need be made if
(i) provision is made for the redemption of suchi&eA stock in accordance with redemption provisithen applicable to such Series A
stock, and (i) the effect of such redemption iseiaminate such conversion rights prior to suclapéalization, consolidation, merger, sale or
transfer.

(F) All calculations under this paragraph (6) she&llmade to the nearest cent or to the nearesiranbundredth (1/100) of a share, as the
may be.



(G) Whenever the Conversion Price shall be adjusseid this subparagraph

(c) provided, the Corporation shall forthwith filet, each office designated for the conversion afehof Series A as provided in this
paragraph (6), a statement, signed by the Chaiohtire Board, President or any Vice President efGorporation, and by its Treasurer,
Assistant Treasurer, Secretary or an Assistante®egr showing in detail the facts requiring sudjuatment and the Conversion Price that
shall be in effect after such adjustment. The Caton shall also cause a notice setting forthsugh adjustment to be sent by mail, first
class, postage prepaid, to each registered hofddrapes of Series A at his address appearingesttitk register.

(H) Irrespective of any adjustments in the Conwerdirice, certificates representing shares of Sétitheretofore or thereafter issued which
express the initial Conversion Price shall nevéeteebe valid for all purposes.

() No fraction of a share of Common Stock shaligsied upon any conversion but, in lieu therdedte shall be paid an amount in cash €

to the same fraction of the market value of agbtire of Common Stock. For such purpose, the magke¢ of a share of Common Stock
shall be the last recorded sale price of such eestrathe New York Stock Exchange on the day imatetli preceding the date upon which
such shares are surrendered for conversion deliétbe no such recorded sale price on such dajashquoted bid price per share on the
Common Stock on such Exchange on the close ofnigaath such date. If the Common Stock shall ndiatitme be dealt in on the New York
Stock Exchange, such market value shall be theagiey market value of the Common Stock on any offeeurities exchange, or in the open
market, as determined by this Corporation, whidemeination shall be conclusive.

(J) The Corporation shall at all times reserve lkeeeb available, out of its treasury stock or auteat and unissued stock, or both, solely for
the purpose of effecting the conversion of shaf&3eoies A, such number of shares of Common Stedball from time to time be sufficient
to effect the conversion of all shares of Seridsofn time to time outstanding.

(K) Anything in this paragraph (6) to the contragtwithstanding, the Corporation shall not be reggito make any adjustment of the
Conversion Price in any case in which the amounwbizh such Conversion Price would be reduced aoatance with the foregoing
provisions would be less than $1.00 per share ofi@on Stock, but in such case any adjustment thatdwvatherwise be required then to be
made will be carried forward and made at the time: tagether with the next subsequent adjustmenttwhdgether with any and all such
adjustments so carried forward, shall amount t0Gbr more per share of Common Stock. In the eskany stock dividend, subdivision,
split-up or combination of shares of Common Staekgd amount of $1.00 (as theretofore decreasetcogased) shall be proportionately
decreased or increased.

(L) No adjustment of the conversion rate shall leelenby reason of the issuance of Common Stoclook sbnvertible into Common Stock
exchange for property or services. Any Common Stocstock convertible into Common Stock issued faxafree reorganization shall be
deemed to be issued solely for property.

(7) Voting. Subject to the provisions of any apabte law, or of the By-laws of the Corporation amf time to time amended, with respect to
the fixing of a record date for the determinatidrstockholders entitled to vote, at each meetingtotkholders each holder of record of sh

of Series A shall be entitled to one vote per slbareach matter on which the holders of recorthef@ommon Stock shall be entitled to vote,
voting together with the holders of record of then@non Stock and any other series of Preferred Stotied to vote with the Common
Stock and not by classes, and each such recorérimidhares of Series A shall be entitled to motitany such meeting of stockholders.
However, so long as any shares of Series A aréamdlimg, if at the time of any annual meeting otkholders for the election of directors a
default in preferred dividends (as defined in fhasagraph (7)) shall exist, the holders of shaféxeferred Stock, voting separately as a class
without regard to series (with each share of PreeBtock being entitled to one vote), shall hdeeright to elect two members of the Board
of Directors of the Corporation. The holders of Goam Stock shall not be entitled to vote in the tdecof the two directors so to be elected
by the holders of shares of Preferred Stock. Angatior elected by the holders of shares of PredeBteck, voting as a class as aforesaid,
continue to serve as such director for the fulintéor which he shall have been elected notwithstapthat prior to the end of such term a
default in preferred dividends shall cease to ekisprior to the end of the term of any directdected by the holders of the Preferred Stock,
voting as a class as aforesaid, a vacancy in fieeaf such director shall occur by reason of deegsignation, removal or disability, or for
any other cause, such vacancy shall be filledHerunexpired term in the manner provided in thdd@ys of the Corporation, provided that, if
such vacancy shall be filled by election by thektmlders at a meeting thereof, the right to filtls vacancy shall be vested in the holders of
Preferred Stock, voting as a class as aforesaldssynn any such case, no default in preferreileinds shall exist at the time of such elect

For the purposes of this paragraph (7), a defaytéferred dividends shall be deemed to have cedwrhenever the amount



dividends in

arrears upon any series of Preferred Stock shaberalent to six full quarter-yearly dividendsmore and, having so occurred, such default
in preferred dividends shall be deemed to exisetiféer until all accrued dividends on all shareBmferred Stock then outstanding shall
been paid to the end of the last preceding quartividend period. Nothing herein contained shelldeemed to prevent an amendment of the
By-laws of the Corporation, in the manner theraiovled, which shall increase the number of directm as to provide as additional places
on the Board of Directors either of or both theediorships to be filled by the two directors sdéoelected by the holders of the Preferred
Stock or to prevent any other change in the nurabdirectors of the Corporation.

(8) Reacquired Shares. Shares of Series A which hagn issued and reacquired by the Corporationghrredemption or purchase, or wt
have been converted into shares of any other olagasses of stock of the Corporation, shall upmmpliance with any applicable provision
of the General Corporation Law of the State of Del@ have the status of authorized and unissugdsbéPreferred Stock and may be
reissued as part of the Series A or as part ofsaseeies of Preferred Stock to be created by réisolor resolutions of the Board of Directors.

(9) Restricted Activities. (a) So long as any skafSeries A are outstanding,

(A) without the written consent or affirmative vatéthe holders of at least twbirds of the aggregate number of shares of Sérigisthe timi
outstanding given in writing or by vote at a megtioonsenting or voting (as the case may be) stghaes a class, the Corporation shall not
amend, alter or repeal the preferences, specialsrigy other powers of the Series A shares so affdot the rights of the holders of Series A
shares adversely (and the authorization and issuainany class of stock prior to the Series A shareto either dividends or liquidation
preferences shall be deemed to affect the Serdtales adversely);

(B) without the written consent or affirmative vaikthe holders of at least a majority of the agate number of shares of Preferred Stock at
the time outstanding given in writing or by voteaamneeting, consenting or voting (as the case repgédparately as a class, without regard to
series, the Corporation will not (i) increase tiharized amount of Preferred Stock beyond theGID shares presently authorized or (ii)
create any other class or classes of stock rardarg parity with the Preferred Stock as to eitheidénds or liquidation preferences; and

(C) except as expressly set forth in division (B)his subparagraph (a), nothing in this paragr@tshall be deemed to restrict the issuance
of any additional shares of Series A or of anyeseadf Preferred Stock which may be issued in thadu

(b) For the purposes of this paragraph (9) anysataslasses of stock of the Corporation shalldmnted to rank,

(A) prior to the Series A shares either as to d@inids or upon liquidation, if the holders of suchsslor classes shall be entitled to the rece
dividends or of amounts distributable upon liquidiat dissolution or winding up, as the case mayitbereference or priority to the holders of
the Series A shares;

(B) on a parity with the Preferred Stock eithetadividends or upon liquidation, whether or nat thividend rates, dividend payment date
redemption or liquidation prices per share theteoélifferent from those of the Preferred Stockihé holders of such class or classes of stock
shall be entitled to the receipt of dividends oaonfounts distributable upon liquidation, dissolntar winding up, as the case may be, in
proportion to their respective dividend rates quidation prices, without preference or priorityeaover the other as between the holders of
such class or classes of stock and the holdefseed?teferred Stock; and

(C) junior to the Preferred Stock either as todiwids or upon liquidation if the rights of the hextsl of such class or classes shall be subject o
subordinate to the rights of the holders of théd?red Stock in respect of the receipt of dividendsf amounts distributable upon liquidati
dissolution or winding up, as the case may



$1.40 CONVERTIBLE PREFERRED DIVIDEND STOCK, SERIES B
(PREFERRED ONLY AS TO DIVIDENDS)

RESOLVED that, pursuant to the authority expregshnted to and vested in the Board of Directorghieyprovisions of the Certificate of
Incorporation of the Corporation, the Board of Riggs hereby creates a series of the Preferredk $fabe Corporation to consist of
4,856,628 shares, and the Board of Directors heiigey the voting powers, designation, prefererszabrelative, participating option or ott
special rights, and the qualifications, limitatiarsrestrictions thereof, of the shares of suckesdin addition to the designation, preferences
and relative, participating, optional or other spkghts, and the qualifications, limitationsmstrictions thereof, set forth in the Certificaf
Incorporation which are applicable to the Prefei®éack of all series) as follows:

(1) Designation. The designation of said serieBreferred Stock created by this resolution shall#fie40 Convertible Preferred Dividend
Stock, Series B (preferred only as to dividendegréinafter called "Series B").

(2) Dividend Rate. The dividend rate of the shafeSeries B shall be $1.40 per share per annumulative (entitled to "full cumulative
dividends", as defined in the Certificate of Incangtion) from July 1, 1968, payable quarterly oa tinst days of January, April, July and
October in each year. Holders of shares of Serigisall not be entitled to any dividends, whetheraiée in cash, property or stock, in excess
of the "full cumulative dividends" at said rate.

(3) Optional Redemption. Subject to paragraph &g\, shares of Series B shall not be redeemabtaébZorporation for any purpose until
after December 31, 1973. After December 31, 1978es of Series B may be redeemed upon not lesstthdays (but not more than 90
days) notice to the holders of Series B share#metwise on the terms and conditions specifigohiragraph (g) of Article FOURTH of the
Certificate of Incorporation at fortfive dollars ($45.00) per share plus an amount keguaccrued dividends" (as defined in the Ceréfe of
Incorporation). After December 31, 1973, redemptitay be made as to all or any part of such shaoes fime to time outstanding.

(4) Rights on Liquidation, Dissolution, Winding Ulp. the event of any liquidation, dissolution omding up of the Corporation, the holders
of shares of Series B then outstanding shall bilexhto be paid out of the assets of the Corporadivailable for distribution to its
stockholders an amount equal to "accrued divide(astdefined in the Certificate of Incorporationglahereafter to share ratably with the
holders of Common Stock (and any other class eesdaving a similar right) in all distributions afsets as they would have shared if all of
the shares of Series B outstanding on the datestftdition had been converted into Common Stoakédiately before such distribution.

(5) Sinking Fund. Shares of Series B are not stilojeentitled to the benefit of a sinking fund.
(6) Conversion of Convertible Preferred Stock I6mmmon Stock.

(a) Conversion Right. Shares of Series B shalldmvertible at the option of the holder thereofrat #ime into shares of Common Stock at a
conversion price of $50.00 per share based up@iue wf $45.00 per share of Series B stock soitiitétlly Series B shares shall be
convertible at the rate of nine tenths of one s@® of Common Stock for each one (1) share 0ieSd stock. Such price of $50.00 per
Common share (based on $45.00 per share of SesexB), adjusted as hereinafter provided, is haftar referred to as the "Conversion
Price". Such right of conversion shall cease anuiteate, as to shares of Series B called for rediempat the close of business on the tenth
business day prior to the date fixed for redemptiortiess default shall be made in the paymentefedemption price. Upon conversion the
Corporation shall make no payment or adjustmergcmount of dividends accrued or in arrears on shafrSeries B surrendered for
conversion; provided, however, that any holder whoverts his shares of Series B after the recaiel fda any quarterly dividend payment on
shares of Series B but prior to such quarterlyddimd payment date shall nonetheless be entitlegt@ve any such quarterly dividend.

The Common Stock issuable upon conversion of star8sries B shall be Common Stock, $.125 par valaeonstituted at the date hereof,
except as otherwise provided in division (E) ofafagraph (c) of this paragraph (6).

(b) Method of Conversion. In order to convert seasESeries B into Common Stock, the holder thesball surrender the certificate or
certificates for such shares of Series B, duly eselbto the Corporation or in blank, at the offi€@ny Transfer Agent for Series B (or at s
other place as may be designated by the Corpojatiball give written notice to the Corporatiorsatd office that he elects to convert said
shares of Series B, and shall state in writingdimethe name or names in which he wishes the ioatif or



certificates for shares of Common Stock

to be issued. As soon as practicable thereafterCtrporation shall issue or deliver at said offwéhe person for whose account such shares
of Series B were so surrendered, or to his nomine®minees, certificates for the number of fulugs of Common Stock to which he shall
be entitled as aforesaid, together with a cashsaient in respect of any fraction of a share asihafter provided if not convertible into a
number of whole shares. Subject to the followingvgsions of this paragraph (6), such conversiorl figadeemed to have been made as of
the date of such surrender of certificates forsti@res of Series B to be converted; and the perspersons entitled to receive Common S
issuable upon the conversion of such shares cé$Brshall be treated for all purposes as the derolider or holders of such Common Stock
on such date.

(c) Adjustments of Conversion Price. The Converstoige of shares of Series B shall be subject astrent from time to time as follows:

(A) If the Corporation shall sell for cash any ssof its Common Stock or any securities convextillo Common Stock (other than
Excluded Stock, as defined in division (B) of thishparagraph (c)) without consideration or for asideration per share less than the
Conversion Price in effect immediately prior to #ae of such Stock, the Conversion Price in effaatediately prior to each such sale shall
forthwith (except as provided below in this divisifA) and in division (K) of this subparagraph (bp adjusted to a price equal to a quotient
obtained by dividing:

(i) an amount equal to the sum of

(x) the total number of shares of Common Stocktantding (excluding Excluded Stock but including gieres of Common Stock deemed to
have been issued pursuant to subdivision (2) efdhiision (A)) immediately prior to such sale nipiied by the Conversion Price in effect
immediately prior to such sale, plus

(y) the consideration received by the Corporatiparusuch sale, plus

(z) the excess of (1) the aggregate consideragiogived by the Corporation upon all issuances ofilion Stock after the date of first
issuance of shares of Series B (other than Excl&deck) over (2) the Conversion Price in effedhattime of the respective issuance
multiplied by the number of shares so issued; piedj however, that such excess shall not be talteraccount to the extent such excess has
previously been taken into account in adjustindhsDonversion Price pursuant hereto,

by

(i) the total number of shares of Common Stoclstartding (excluding Excluded Stock but including sihares of Common Stock deemed to
have been issued pursuant to subdivision (2) efdhiision (A)) immediately after the sale of su@bmmon Stock;

provided, however, that such adjustment shall béenuanly if and to the extent that the aforesaidtignod shall be less than the Conversion
Price in effect immediately prior to such sale.

For the purposes of any adjustment of the ConveiBiice pursuant to this subparagraph (c), thevielig provisions shall be applicable:

(1) In the case of the sale of Common Stock (ovedible or exchangeable securities referred wuindivision (2) of this division (A)), the
consideration shall be deemed to be the amourasif paid therefor without deduction for any diseceucommissions or other expenses
allowed, paid or incurred by the Corporation foy amderwriting or otherwise in connection with iksuance and sale thereof.

(2) In the case of the sale of any securities fatien shares of Series A or Series B) by themseconvertible into or exchangeable for
Common Stock:

(i) the aggregate number of shares of Common Stotiélly deliverable upon conversion of or in exaige for any such convertible or
exchangeable securities shall be considered to theee issued at the time such securities weredssug for a consideration equal to the
consideration received by the Corporation for amghssecurities, plus the additional consideratioany, to be received by the Corporation
upon the conversion or exchange thereof (the ceriin in each case to be determined in the saammen as provided in subdivision (1),
above;



(i) in the event that, after the sale of any seeburities, (x) a change shall be made in the ricate at which such securities which remain
outstanding shall be convertible or exchangeablkaaithe aggregate number of shares of Commork $teceafter deliverable shall decrease
and (y) such increase in price or decrease in sti@kverable is in accordance with the provisiohsuch securities (other than provisions
designed to protect against dilution such as thiigparagraph

(c)), the Conversion Price shall forthwith be restid to such Conversion Price as would have be&ined if such decreased number of
shares had been the number of shares of Commok i&tbally deliverable upon the conversion or eaolge of such outstanding securities;
and

(iii) on the termination of such right to convertexchange, the Conversion Price shall forthwithidsadjusted to such Conversion Price as
would have been obtained had the adjustment maaie thye sale of such securities been made uporattie bf the issuance or sale of only
the number of shares of Common Stock actually sp®n the conversion or exchange of such seauritie

(B) "Excluded Stock" shall mean:

(1) Common Stock or stock convertible into CommawncE sold pursuant to any present or future stqation plan, stock purchase plan, or
other benefit plan for employees (including offigeof the Corporation or of its subsidiaries orgera or future agreement to substitute
options for stock of the Corporation for existirtigck options of a business acquired by or mergexidanconsolidated with the Corporation;

(2) Shares of Common Stock sold upon exercise ofamts issued pursuant to the terms of the Wakgrneement, dated as of May 1, 1959,
between the Corporation and Morgan Guaranty Trosbgany.

(C) If the number of shares of Common Stock outlitemat any time is increased by a stock divideaghpble in shares of Common Stock or
by a subdivision or split-up of shares of Commowc8f then, on the day following the date fixedttoe determination of holders of Common
Stock entitled to receive such stock dividend, suibibn or split-up, the number of shares of ComnStoack issuable on conversion of each
share of Series B shall be increased in propottiguch increase in outstanding shares of CommuekStnd the Conversion Price shall be
correspondingly decreased.

(D) If the number of shares of Common Stock outditagnat any time is decreased by a combinatioh@biutstanding shares of Common
Stock, then, on the day following the effectiveedat such combination, the number of shares issualconversion of each share of Series B
shall be decreased in proportion to such decreasetstanding shares and the Conversion Price lsbabrrespondingly increased.

(E) In the case this Corporation shall be recapédl or shall be consolidated with or merged iotcshall sell or transfer its property and
assets as, or substantially as, an entirety, pyueisions shall be made as part of the termsioi secapitalization, consolidation, merger,
sale or transfer whereby the holder of any sharéiseoSeries B stock convertible into Common Stoatstanding immediately prior to such
event shall thereafter be entitled to such conwarsghts with respect to securities of the Corfioraresulting from such recapitalization,
consolidation or merger, or to which such saleamdfer shall be made, as shall be substantialliwvelgnt to the conversion rights provided
for with respect to such Series B stock; providemlyever, that no such provisions with respect toveosion rights need be made if (i)
provision is made for the redemption of such SeBiassock in accordance with redemption provisidrentapplicable to such Series B stock,
and (i) the effect of such redemption is to teratéhsuch conversion rights prior to such recapétn, consolidation, merger, sale or
transfer.

(F) All calculations under this paragraph (6) she&llmade to the nearest cent or to the nearesiranbundredth (1/100) of a share, as the
may be.

(G) Whenever the Conversion Price shall be adjusseid this subparagraph

(c) provided, the Corporation shall forthwith filst, each office designated for the conversion afeshof Series B as provided in this
paragraph (6), a statement, signed by the Chaiohtire Board, President or any Vice President efGorporation, and by its Treasurer,
Assistant Treasurer, Secretary or an Assistante®agr showing in detail the facts requiring sudjuatment and the Conversion Price that
shall be in effect after such adjustment. The Caton shall also cause a notice setting forthsugh adjustment to be sent by mail, first
class, postage prepaid, to each registered hofd#ranes of Series B at his address appearingeosttitk register.

(H) Irrespective of any adjustments in the Conwardtrice, certificates representing shares of S&:itheretofore or thereafter issued which
express the initial Conversion Price shall nevéettgebe valid for all purpose



() No fraction of a share of Common Stock shaligsied upon any conversion but, in lieu therdedte shall be paid an amount in cash €

to the same fraction of the market value of agbtire of Common Stock. For such purpose, the maake¢ of a share of Common Stock
shall be the last recorded sale price of such eesdrathe New York Stock Exchange on the day imatetli preceding the date upon which
such shares are surrendered for conversion delietbe no such recorded sale price on such dajashquoted bid price per share on the
Common Stock on such Exchange on the close ofnigaath such date. If the Common Stock shall ndiatitme be dealt in on the New York
Stock Exchange, such market value shall be theagiey market value of the Common Stock on any offeeurities exchange, or in the open
market, as determined by this Corporation, whidemeination shall be conclusive.

(J) The Corporation shall at all times reserve lkeeeb available, out of its treasury stock or auteat and unissued stock, or both, solely for
the purpose of effecting the conversion of shaf&deoies B, such number of shares of Common Steahall from time to time be sufficient
to effect the conversion of all shares of Seridsolh time to time outstanding.

(K) Anything in this paragraph (6) to the contragtwithstanding, the Corporation shall not be reggito make any adjustment of the
Conversion Price in any case in which the amountbigh such Conversion Price would be reduced aoatance with the foregoing
provisions would be less than $1.00 per share ofi@on Stock, but in such case any adjustment thatdvatherwise be required then to be
made will be carried forward and made at the time: tagether with the next subsequent adjustmenttwhdgether with any and all such
adjustments so carried forward, shall amount t6@br more per share of Common Stock. In the egkahy stock dividend, subdivision,
split-up or combination of shares of Common Staekgd amount of $1.00 (as theretofore decreasetcogased) shall be proportionately
decreased or increased.

(L) No adjustment of the conversion rate shall leelenby reason of the issuance of Common Stoclook sbnvertible into Common Stock
exchange for property or services. Any Common Stocstock convertible into Common Stock issued faxafree reorganization shall be
deemed to be issued solely for property.

(7) Voting. Subject to the provisions of any apabte law, or of the By-laws of the Corporation amf time to time amended, with respect to
the fixing of a record date for the determinatidrstockholders entitled to vote, at each meetingtotkholders each holder of record of sh

of Series B shall be entitled to one vote per shareach matter on which the holders of recordhef@Gommon Stock shall be entitled to vote,
voting together with the holders of record of then@non Stock and any other series of Preferred Stotiked to vote with the Common
Stock and not by classes, and each such recordrhmighares of Series B shall be entitled to eadicany such meeting of stockholders.
However, so long as any shares of Series B ar¢amdligg, if at the time of any annual meeting otkholders for the election of directors a
default in preferred dividends (as defined in fhasagraph (7)) shall exist, the holders of shaféxeferred Stock voting separately as a class
without regard to series (with each share of PreeBtock being entitled to one vote), shall hdeeright to elect two members of the Board
of Directors of the Corporation. The holders of Goam Stock shall not be entitled to vote in the tdecof the two directors so to be elected
by the holders of shares of Preferred Stock. Angatior elected by the holders of shares of PredeBteck, voting as a class as aforesaid,
continue to serve as such director for the fulintéor which he shall have been elected notwithstapthat prior to the end of such term a
default in preferred dividends shall cease to ekisprior to the end of the term of any direcédected by the holders of the Preferred Stock,
voting as a class as aforesaid, a vacancy in fieeaf such director shall occur by reason of deegsignation, removal or disability, or for
any other cause, such vacancy shall be filledHerunexpired term in the manner provided in thda@ys of the Corporation, provided that, if
such vacancy shall be filled by election by thektmlders at a meeting thereof, the right to filtls vacancy shall be vested in the holders of
Preferred Stock, voting as a class as aforesaldssynin any such case, no default in preferreifleinds shall exist at the time of such elect

For the purposes of this paragraph (7), a defaytéferred dividends shall be deemed to have cedwrhenever the amount of dividends in
arrears upon any series of Preferred Stock shalbberalent to six full quarter-yearly dividendsmore and, having so occurred, such default
in preferred dividends shall be deemed to exisetiféer until all accrued dividends on all shareBmferred Stock then outstanding shall t
been paid to the end of the last preceding quartividend period. Nothing herein contained shelldeemed to prevent an amendment of the
By-laws of the Corporation, in the manner theraiovaled, which shall increase the number of directm as to provide as additional places
on the Board of Directors either of or both the=diorships to be filled by the two directors sdéoelected by the holders of the Preferred
Stock or to prevent any other change in the nurabdirectors of the Corporation.

(8) Reacquired Shares. Shares of Series B whick be&n issued and reacquired by the Corporationghrredemption or purchase, or wt
have been converted into shares of any other olagasses of stock of the Corporation, shall upmmpliance with any applicable provision
of the General Corporation Law of the State of Bel@ have the status of authorized and unis



shares of Preferred Stock and may be reissuedresfiithe Series B or as part of a new series efdPred Stock to be created by resolution or
resolutions of the Board of Directors.

(9) Restricted Activities. (a) So long as any skafSeries B are outstanding,

(A) without the written consent or affirmative vatéthe holders of at least twbirds of the aggregate number of shares of Serigisthe timi
outstanding given in writing or by vote at a megtioonsenting or voting (as the case may be) stghaes a class, the Corporation shall not
amend, alter or repeal the preferences, speclatisrigy other powers of the Series B shares so affect the rights of the holders of Series B
shares adversely (and the authorization and issuafneny class of stock prior to the Series B shaeeto dividend preference shall be dee
to affect the Series B shares adversely);

(B) without the written consent or affirmative vatethe holders of at least a majority of the agate number of shares of Preferred Stock at
the time outstanding given in writing or by voteaamneeting, consenting or voting (as the case reagédparately as a class, without regard to
series, the Corporation will not (i) increase thitharized amount of Preferred Stock beyond theQ®BDO shares presently authorized or (ii)
create any other class or classes of stock rardarg parity with the Preferred Stock as to dividpreference; and

(C) except as expressly set forth in division (B)his subparagraph (a), nothing in this paragr@tshall be deemed to restrict the issuance
of any additional shares of Series B or of anyeseof Preferred Stock which may be issued in thedu

(b) For the purposes of this paragraph (9) anysataslasses of stock of the Corporation shalldsnted to rank,

(A) prior to the Series B shares as to dividenida holders of such class or classes shall idezhto the receipt of dividends in preference
or priority to the holders of the Series B shares;

(B) on a parity with the Series B shares as todginds whether or not the dividend rates or dividesyment dates thereof be different from
those of the Series B, if the holders of such ateigdasses of stock shall be entitled to the pagfidividends in proportion to their respective
dividend rates without preference or priority omeiothe other as between the holders of such olasissses of stock and the holders of the
Series B shares; and

(C) junior to the Series B shares as to dividehttsei rights of the holders of such class or class®ll be subject or subordinate to the rights
of the holders of the Series B shares in respettteofeceipt of dividends.

SERIES C JUNIOR PARTICIPATING PREFERRED STOCK

RESOLVED, that pursuant to the authority vestethexBoard of Directors of this Corporation in actanmce with the provisions of its
Restated Certificate of Incorporation, a serieBrafferred Stock of the Corporation be and it heisliyeated, and that the designation and
amount thereof and the voting powers, preferenodgelative, participating, optional and other sakdghts of the shares of such series, and
the qualifications, limitations or restrictions thef are as follows:

(1) Designation and Amount. The shares of suclesatall be designated as "Series C Junior PatiegpPreferred Stock" (“"Series C Stoc
and the number of shares constituting such semnéze 2,000,000.

(2) Dividends and Distributions.

(A) Subject to the prior and superior rights of tiwders of any shares of any series of PrefertedkSanking prior and superior to the shares
of Series C Stock with respect to dividends, thigldrs of shares of Series C Stock shall be entilgdceive, when, as and if declared by the
Board of Directors out of funds legally availabte the purpose, quarterly dividends payable in casthe first day of January, April, July ¢
October in each year (each such date being refesredrein as a "Quarterly Dividend Payment Datedjnmencing on the first Quarterly
Dividend Payment Date after the first issuance sifiae or fraction of a share of Series C Stocknpimamount per share (rounded to the
nearest cent) equal to the greater of (a) $10.@B)wubject to the provision for adjustment heaétier set forth, 100 times the aggregate per
share amount of all cash dividends, and 100 titnesggregate per share amount (payable in kindl) obn-cash dividends or other
distributions other than a dividend payable in shaf Common Stock or a subdivision of the outstemghares of Common Stock (by
reclassification or otherwise), declared on the @am Stock, par value $.125 per share, of the Catjmor (the "Common Stock") since the
immediately preceding Quarterly Dividend PaymenteDar,



with respect to the first Quarterly Dividend Paymbate, since the first issuance of any shareamtifsn of a share of Series C Stock. In the
event the Corporation shall at any time after Saper 27, 1995 (the "Rights Declaration Date") ékldre any dividend on Common Stock
payable in shares of Common Stock, (ii) subdivitedutstanding Common Stock, or (iii) combine théstanding Common Stock into a
smaller number of shares, then in each such casantiount to which holders of shares of Series CkStere entitled immediately prior to
such event under clause (b) of the preceding seateimall be adjusted by multiplying such amounalisaction the numerator of which is the
number of shares of Common Stock outstanding imatelyi after such event and the denominator of wii¢he number of shares of
Common Stock that were outstanding immediatelyrgdesuch event.

(B) The Corporation shall declare a dividend otréisition on the Series C Stock as provided in gaph (A) above immediately after it
declares a dividend or distribution on the Commtotis (other than a dividend payable in shares ah@on Stock); provided that, in the
event no dividend or distribution shall have beealared on the Common Stock during the period batvesy Quarterly Dividend Payment
Date and the next subsequent Quarterly Dividendreay Date, a dividend of $10.00 per share on thie$S€ Stock shall nevertheless be
payable on such subsequent Quarterly Dividend Paybate.

(C) Dividends shall begin to accrue and be cumsatin outstanding shares of Series C Stock fronQunerterly Dividend Payment Date n
preceding the date of issue of such shares of S€rfgtock, unless the date of issue of such siepgr to the record date for the first
Quarterly Dividend Payment Date, in which cased#wids on such shares shall begin to accrue fromateeof issue of such shares, or unless
the date of issue is a Quarterly Dividend PaymeateDr is a date after the record date for therahétation of holders of shares of Series C
Stock entitled to receive a quarterly dividend aetbre such Quarterly Dividend Payment Date, ihezibf which events such dividends shall
begin to accrue and be cumulative from such QugrXvidend Payment Date. Accrued but unpaid divide shall not bear interest.
Dividends paid on the shares of Series C Stockiaraount less than the total amount of such divddeat the time accrued and payable on
such shares shall be allocated pro rata on a $lyasbare basis among all such shares at the titséaoding. The Board of Directors may fix

a record date for the determination of holdershafres of Series C Stock entitled to receive paymokatdividend or distribution declared
thereon, which record date shall be no more thatia38 prior to the date fixed for the payment thére

(3) Voting Rights. The holders of shares of Se@eStock shall have the following voting rights:

(A) Subject to the provision for adjustment herétieiaset forth, each share of Series C Stock smditle the holder thereof to 100 votes on all
matters submitted to a vote of the stockholdeth®iCorporation. In the event the Corporation shtadiny time after the Rights Declaration
Date (i) declare any dividend on Common Stock pkeyabshares of Common Stock, (ii) subdivide théestanding Common Stock, or (iii)
combine the outstanding Common Stock into a smallenber of shares, then in each such case the mwhbetes per share to which hold
of shares of Series C Stock were entitled immelgigiieor to such event shall be adjusted by muiipg such number by a fraction the
numerator of which is the number of shares of Com@&twck outstanding immediately after such evedttae denominator of which is the
number of shares of Common Stock that were outstgrichmediately prior to such event.

(B) Except as otherwise provided herein or by I, holders of shares of Series C Stock and thide®bf shares of Common Stock and any
other series of Preferred Stock entitled to votiawhie Common Stock shall vote together as one casall matters submitted to a vote of
stockholders of the Corporation.

(C) (i) If at the time of any annual meeting ofdtholders for the election of directors a defanlpieferred dividends (as hereinafter defined)
shall exist, the holders of shares of PreferrediStoting separately as a class without regaretties (with each share of Preferred Stock
being entitled to that number of votes to whicis ientitled on matters submitted to stockholdersegally, or, if it is not entitled to vote with
respect to such matters, to one vote), shall Haweight to elect two members of the Board of Qiiwes of the Corporation. The holders of
Common Stock shall not be entitled to vote in tleettoon of the two directors so to be elected eytiblders of shares of Preferred Stock. Any
director elected by the holders of shares of PrefeBtock, voting as a class as aforesaid, shatlmuge to serve as such director for the full
term for which he shall have been elected notwatiding that prior to the end of such term a defaupreferred dividends shall cease to e

If, prior to the end of the term of any directoe@kd by the holders of the Preferred Stock, vatisig class as aforesaid, a vacancy in the
office of such director shall occur by reason ddttie resignation, removal or disability, or for asther cause, such vacancy shall be filled for
the unexpired term in the manner provided in thdd@ys of the Corporation, provided that, if sucltaracy shall be filled by election by the
stockholders at a meeting thereof, the right tasfich vacancy shall be vested in the holders efieiied Stock, voting as a class as aforesaid,
unless, in any such case, no default in prefernadehds shall exist at the time of such elect



(i) For the purposes of paragraph (C)(i) of thex®on 3, a default in preferred dividends shalblbemed to have occurred whenever the
amount of dividends in arrears upon any seriegefieled Stock shall be equivalent to six full dedy dividends or more and, having so
occurred, such default in preferred dividends dbaltleemed to exist thereafter until all accrue@dinds on all shares of Preferred Stock
outstanding shall have been paid to the end ofaftepreceding quarterly dividend period. Nothimgdin contained shall be deemed to
prevent an amendment of the By-laws of the Corpmratn the manner therein provided, which shatkr@ase the number of directors so as to
provide as additional places on the Board of Doesceither or both the directorships to be fillgdte two directors so to be elected by the
holders of the Preferred Stock or to prevent ahgothange in the number of directors of the Carfan.

(D) Except as set forth herein or required by laelders of Series C Stock shall have no speciahgatghts and their consent shall not be
required (except to the extent they are entitledote with holders of Common Stock as set fortremgrfor taking any corporate action.

(4) Certain Restrictions.

(A) Whenever quarterly dividends or other divideodslistributions payable on the Series C Stocfrasided in Section 2 are in arrears,
thereafter and until all accrued and unpaid diviteand distributions, whether or not declared,l@ares of Series C Stock outstanding shall
have been paid in full, the Corporation shall not

(i) declare or pay dividends on, make any othetriligtions on, or redeem or purchase or otherwésgiiae for consideration any shares of
stock ranking junior (either as to dividends or mifiquidation, dissolution or winding up) to therlgs C Stock;

(i) declare or pay dividends on or make any ottistributions on any shares of stock ranking orudty (either as to dividends or upon
liquidation, dissolution or winding up) with the 1&es C Stock, except dividends paid ratably onSkges C Stock and all such parity stock
which dividends are payable or in arrears in proporto the total amounts to which the holderslbsach shares are then entitled;

(iii) redeem or purchase or otherwise acquire forsideration shares of any stock ranking on aypéeither as to dividends or upon
liquidation, dissolution or winding up) with the i&es C Stock, provided that the Corporation magmattime redeem, purchase or otherwise
acquire shares of any such parity stock in exchémgghares of any stock of the Corporation rankingor (either as to dividends or upon
dissolution, liquidation or winding up) to the S&xiC Stock;

(iv) purchase or otherwise acquire for consideratiny shares of Series C Stock, or any share®df sanking on a parity with the Series C
Stock, except in accordance with a purchase oftetenn writing or by publication (as determinedthg Board of Directors) to all holders of
such shares upon such terms as the Board of Disgeifter consideration of the respective annuatldnd rates and other relative rights and
preferences of the respective series and cladsabdstermine in good faith will result in fair dequitable treatment among the respective
series or classes.

(B) The Corporation shall not permit any subsidiafyhe Corporation to purchase or otherwise aegiair consideration any shares of stock
of the Corporation unless the Corporation couldiasrparagraph (A) of this
Section 4, purchase or otherwise acquire such slauch time and in such manner.

(5) Reacquired Shares. Any shares of Series C $toichased or otherwise acquired by the Corporati@my manner whatsoever shall be
retired and cancelled promptly after the acquisitizereof. All such shares shall upon their caatielh become authorized but unissued st
of Preferred Stock and may be reissued as parhefweseries of Preferred Stock to be created jutsn or resolutions of the Board of
Directors, subject to the conditions and restritdsion issuance set forth herein.

(6) Liquidation, Dissolution or Winding Up. (A) Upaany liquidation (voluntary or otherwise), diss¢an or winding up of the Corporation,
no distribution shall be made to the holders ofeb@f stock ranking junior (either as to dividewdsipon liquidation, dissolution or winding
up) to the Series C Stock unless, prior theremhibiders of shares of Series C Stock shall haseived $100.00 per share, plus an amount
equal to accrued and unpaid dividends and distabstthereon, whether or not declared, to the dseich payment (the "Series C
Liguidation Preference"). Following the paymenttod full amount of the Series C Liquidation Prefexe, no additional distributions shall be
made to the holders of shares of Series C Stoasanprior thereto, the holders of shares of Com&took (which expression shall include,
for the purposes only of this Section 6, any sesfabe Corporation's Preferred Stock ranking @aaty with the Common Stock upon
liquidation, dissolution or winding up) shall hareeeived an amount per share (the "Common Adjudtinequal to the quotient obtained by
dividing (i) the Series C Liquidation Preference



(i) 100 (as appropriately adjusted as set forthubparagraph C below to reflect such events ak stlits, stock dividends and
recapitalizations with respect to the Common Stgskih number in clause (i), the "Adjustment Nuripd-ollowing the payment of the full
amount of the Series C Liquidation Preference arddommon Adjustment in respect of all outstandingres of Series C Stock and
Common Stock, respectively, holders of Series €ksmd holders of shares of Common Stock shalivedbeir ratable and proportionate
share of the remaining assets to be distributédamatio of the Adjustment Number to one (1) wikpect to such Series C Stock and
Common Stock, on a per share basis, respectively.

(B) In the event, however, that there are not esigffit assets available to permit payment in futhef Series C Liquidation Preference and the
liquidation preferences of all other series of Bnefd Stock, if any, which rank on a parity witle teries C Stock, then such remaining assets
shall be distributed ratably to the holders of spahty shares in proportion to their respectiggiidlation preferences. In the event, however,
that there are not sufficient assets availablestonit payment in full of the Common Adjustment,riteich remaining assets shall be
distributed ratably to the holders of Common Stock.

(C) In the event the Corporation shall at any tafter the Rights Declaration Date (i) declare aivydénd on Common Stock payable in
shares of Common Stock, (ii) subdivide the outstegnommon Stock, or (iii) combine the outstand®gmmon Stock into a smaller num
of shares, then in each such case the Adjustmemtiuin effect immediately prior to such event khaladjusted by multiplying such
Adjustment Number by a fraction the numerator ofolths the number of shares of Common Stock outitanimmediately after such event
and the denominator of which is the number of shaf€Common Stock that were outstanding immedigtély to such event.

(7) Consolidation, Merger, etc. In case the Corfionashall enter into any consolidation, mergembmation or other transaction in which
shares of Common Stock are exchanged for or changedther stock or securities, cash and/or ahgmproperty, then in any such case the
shares of Series C Stock shall at the same tinsintitarly exchanged or changed in an amount petesfsabject to the provision for
adjustment hereinafter set forth) equal to 100 sithe aggregate amount of stock, securities, aadfoany other property (payable in kind),
as the case may be, into which or for which eaelesbf Common Stock is changed or exchanged. Ievbat the Corporation shall at any
time after the Rights Declaration Date (i) declang dividend on Common Stock payable in sharesoofiion Stock, (ii) subdivide the
outstanding Common Stock, or (iii) combine the tanding Common Stock into a smaller number of shahen in each such case the
amount set forth in the preceding sentence witpeaetsto the exchange or change of shares of Ser&teck shall be adjusted by multiplying
such amount by a fraction the numerator of whidfiésnumber of shares of Common Stock outstanaimgadiately after such event and the
denominator of which is the number of shares of @@m Stock that were outstanding immediately piaosuch event.

(8) Redemption. The shares of Series C Stock maubzhased by the Corporation at such times arglion terms as may be agreed to
between the Corporation and the selling stockhokldrject to any limitations which may be imposgdaw or this Certificate of
Incorporation.

(9) Ranking. The Series C Stock shall rank junioalt other series of the Corporation's PreferretiSas to the payment of dividends and the
distribution of assets, unless the terms of any secies shall provide otherwise. Notwithstandimgforegoing, upon liquidation, dissolution
or winding up, the Series C Stock shall rank seim@ccordance with Section 6 hereof to any sarieke Corporation's Preferred Stock
ranking on a parity with the Common Stock uponiliigtion, dissolution or winding up.

(10) Amendment. The Certificate of Incorporatiortted Corporation shall not be amended in any mawhéh would materially alter or
change the powers, preferences or special rightsedberies C Stock so as to affect them advergidiyut the affirmative vote of the holders
of a majority or more of the outstanding shareS@fies C Stock, voting separately as a class.

(11) Fractional Shares. Series C Stock may be dssutgactions of a share which shall entitle tlodder, in proportion to such holder's
fractional shares, to exercise voting rights, reeelividends, participate in distributions and &wé the benefit of all other rights of holders of
Series C Stock



SERIES D CUMULATIVE PREFERRED STOCK

RESOLVED, that pursuant to the authority vesteth@xBoard of Directors of this Corporation in aaaomce with the provisions of its
Restated Certificate of Incorporation, a serieBrafferred Stock of the Corporation be and it heisliyeated, and that the designation and
amount thereof and the voting powers, preferenndgealative, participating, optional and other spkgghts of the shares of such series, and
the qualifications, limitations or restrictions tkef are as follows:

(1) Designation and Amount. The shares of suclesetiall be designated as Series D Cumulative riredf8tock ("Series D) and the
number of shares constituting such series sha| ®@@0.

(2) Dividend Rate. The dividend rate of the shafeSeries D shall be $5,920 per share per annumuylaive (entitled to "full cumulative
dividends," as defined in the Certificate of Incamgtion) from the date shares of Series D areifissted, payable quarterly on the first days of
January, April, July and October in each year. ldidf shares of Series D shall not be entitleahtpdividends, whether payable in cash,
property or stock, in excess of the "full cumulatilividends" at said rate.

(3) Optional Redemption. On and after Decembei2B1y7, shares of Series D may be redeemed at tttgoel®f the Corporation or at the
election of any holder of shares of Series D (wétbpect to Series D shares owned by such holdal) @ases at a price of $100,000 per share
plus an amount equal to "accrued dividends" (amééfin the Certificate of Incorporation) (i) inetltase of a redemption at the election of the
Corporation, upon not less than 40 days (but naertttan 90 days) notice by the Corporation to thiddrs of Series D shares and subject to
the terms and conditions specified in paragrapto{dyrticle Fourth of the Certificate of Incorpoian or (ii) in the case of a redemption at the
election of a holder of shares of Series D, updriess than 40 days (but not more than 90 day$}enby such holder to the Corporation,
subject to any limitations which may be imposedaw or the Certificate of Incorporation.

(4) Rights on Liquidation, Dissolution, Winding Ulp. the event of any liquidation, dissolution omding up of the Corporation, the holders
of shares of Series D then outstanding shall bifleshto be paid out of the assets of the Corponativailable for distribution to its
stockholders an amount equal to $100,000 per ghasean amount equal to "accrued dividends" (ameéefin the Certificate of
Incorporation).

(5) Sinking Fund. Shares of Series D are not stibjeentitled to the benefit of a sinking fund.
(6) No Conversion Rights. Shares of Series D stalbe convertible into shares of Common Stock.

(7) Voting. Subject to the provisions of any apabte law, the holders of record of shares of Sddishall have no voting rights except as set
forth in this paragraph (7) or in paragraph (9atlthe time of any annual meeting of stockholdershe election of directors a default in
preferred dividends (as hereinafter defined), stwbt, the holders of shares of Preferred Sto¢ingseparately as a class without regard to
series (with each share of Preferred Stock beitijezhto one vote), shall have the right to elsad members of the Board of Directors of the
Corporation. The holders of Common Stock shallb®entitled to vote in the election of the two dices so to be elected by the holders of
shares of Preferred Stock. Any director electethleyholders of shares of Preferred Stock, voting elass as aforesaid, shall continue to ¢
as such director for the full term for which helshave been elected notwithstanding that prightoend of such term a default in preferred
dividends shall cease to exist. If, prior to the efithe term of any director elected by the hddsfrthe Preferred Stock, voting as a class as
aforesaid, a vacancy in the office of such direstall occur by reason of death, resignation, rexhordisability, or for any other cause, such
vacancy shall be filled for the unexpired termhe thanner provided in the By-laws of the Corporsatjrovided that, if such vacancy shall be
filled by election by the stockholders at a meetimgreof, the right to fill such vacancy shall lested in the holders of Preferred Stock, vo
as a class as aforesaid, unless, in any suchroasefault in preferred dividends shall exist & time of such election.

For the purposes of this paragraph (7), a defaytéferred dividends shall be deemed to have cedwrhenever the amount of dividends in
arrears upon any series of Preferred Stock shabersalent to six full quarter-yearly dividendsmore and, having so occurred, such default
in preferred dividends shall be deemed to exigethiger until all accrued dividends on all shareBmferred Stock then outstanding shall t
been paid to the end of the last preceding qugrtividend period. Nothing herein contained shalldeemed to prevent an amendment of the
By-laws of the Corporation, in the manner thereiovided, which shall increase the number of directm as to provide as additional places
on the Board of Directors either of or both theediorships to be filled by the two directors sdéoelected by the holders of the Preferred
Stock or to prevent any other change in the nurobdirectors of the Corporatio



(8) Reacquired Shares. Any shares of Series D wiawle been purchased, redeemed or otherwise readdyi the Corporation in any
manner whatsoever, shall upon compliance with g@pyi@able provision of the General Corporation Lafthe State of Delaware have the
status of authorized and unissued shares of Peef&tock and may be reissued as part of Seriesad part of a new series of Preferred S
to be created by resolution or resolutions of tbar@ of Directors.

(9) Restricted Activities. (a) So long as any skaeSeries D are outstanding, (A) without the teritconsent or affirmative vote of the
holders of at least two-thirds of the aggregate Imemof shares of Series D at the time outstandivengn writing or by vote at a meeting,
consenting or voting (as the case may be) sepgragal class, the Corporation shall not amend, atteepeal the preferences, special righ
other powers of the Series D shares so as to dffeaights of the holders of Series D shares ade(and the authorization and issuance of
any class of stock prior to the Series D sharde ds/idend preference shall be deemed to affec&éries D shares adversely);

(B) without the written consent or affirmative vaikthe holders of at least a majority of the agate number of shares of Preferred Stock at
the time outstanding given in writing or by voteaamneeting, consenting or voting (as the case repgédparately as a class, without regard to
series, the Corporation will not (i) increase thitharized amount of Preferred Stock beyond the@®BDO shares presently authorized or (ii)
create any other class or classes of stock rardara parity with the Preferred Stock as to dividpreference; and

(C) except as expressly set forth in division (B)his subparagraph
(a), nothing in this paragraph (9) shall be deetoa@strict the issuance of any additional shaféxeoies D or of any series of Preferred St
which may be issued in the future.

(b) For the purposes of this paragraph (9) anysataslasses of stock of the Corporation shalldsnted to rank,

(A) prior to the Series D shares as to dividenfdhd holders of such class or classes shall h#ezhto the receipt of dividends in preference
or priority to the holders of the Series D shaess]

(B) on a parity with the Series D shares as toddinds whether or not the dividend rates or divideaygiment dates thereof be different from
those of Series D, if the holders of such classasses of stock shall be entitled to the recdipivadends in proportion to their respective
dividend rates without preferences or priority awver the other as between the holders of such olaglasses of stock and the holders of the
Series D shares.

(10) Fractional Shares. Series D may be issuecatiéns of a share which shall entitle the hol@eproportion to such holder's fractional
shares, to receive dividends, participate in distions and to have the benefit of all other rigifteolders of Series D.

FIFTH: The Corporation is to have perpetual exiséen

SIXTH: The private property of the stockholdergtod Corporation shall not be subject to the payrénbrporate debts to any extent
whatsoever.

SEVENTH: Notwithstanding any other provisions abtRertificate of Incorporation or the By-laws bEtCorporation to the contrary, no
action required to be taken or which may be takeamg annual or special meeting of stockholderthefCorporation may be taken by written
consent without a meeting, except:

(a) any action which may be taken solely upon thte wr consent of holders of Preferred Stock orsames thereof, or

(b) any action taken upon the signing of a conseniriting, setting forth the action so taken, biythe stockholders of the Corporation
entitled to vote thereon.

EIGHTH: The Board of Directors shall have powertheiut stockholder action:
1. To make By-laws for the Corporation, and to athetiter or repeal any By-laws.

2. To set apart out of any of the funds of the Gaafion available for dividends a reserve or resgfor any proper purpose and to abolish
such reserve or reservi



The powers and authorities herein conferred uperBtiard of Directors are in furtherance and ndiniitation of those conferred by the laws
of the State of Delaware. In addition to the powserd authorities herein or by statute expresslyezoed upon it, the Board of Directors may
exercise all such powers and do all such actslindg as may be exercised or done by the Corpaoratithject, nevertheless, to the provis
of the laws of the State of Delaware, of this Giedte of Incorporation and of the By- laws of fBerporation.

NINTH: The Corporation reserves the right at amyetiand from time to time to amend, alter, changepeal any provision contained in t
Certificate of Incorporation, and other provisi@anghorized by the laws of the State of Delawathatime in force may be added or inserted
in this Certificate of Incorporation, in the manmew or hereafter prescribed by law; and all righteferences and privileges of whatsoever
nature conferred upon stockholders, directors gradhner persons whomsoever by and pursuant t@Cehitificate of Incorporation in its
present form or as hereafter amended are granbgelcsto the right reserved in this Article NINTH.

TENTH: (a) The number of directors constituting thieole Board shall be as fixed from time to timevioye of a majority of the whole Boa
provided, however, that the number of directordlsia be less than three and that the number sloalbe reduced so as to shorten the tet
any director at the time in office. The number wédtors constituting the whole Board shall hereralfite fourteen until otherwise fixed by a
majority of the whole Board in accordance with glneceding sentence.

(b) The Board of Directors shall be divided intoeth classes, designated Class |, Class Il and Tlaas nearly equal in number as the then
total number of directors constituting the wholeaBbpermits, with the term of office of one clagpieng each year. At the annual meetin
stockholders in 1984, directors of Class | shalkleeted to hold office for a term expiring at tiext succeeding annual meeting, directors of
Class Il shall be elected to hold office for a tempiring at the second succeeding annual meedimgjdirectors of Class Il shall be elected to
hold office for a term expiring at the third sucdieg annual meeting. At each annual meeting ofktolciers the successors to the class of
directors whose term shall then expire shall beteteto hold office for a term expiring at the thgucceeding annual meeting. Any vacancies
in the Board of Directors for any reasons, andrawly created directorships resulting from any éase in the directors, may be filled by the
Board of Directors, acting by a majority of theaditors then in office, or by a sole remaining divecAny directors so chosen shall hold of
until the next election of the class for which sulitectors shall have been chosen and until theicesssors shall be elected and qualified,
subject, however, to prior death, resignationreetient, disqualification or removal from office. YA\newly created or eliminated directorships
resulting from an increase or decrease in the a@t#ttbnumber of directors shall be apportionedh®yBoard of Directors among the three
classes of directors so as to maintain such classasarly equal as possible. Notwithstanding dngrgrovision of this Article TENTH, and
except as otherwise required by law, whenever tigelns of any one or more series of Preferred Ssbell have the right, voting separately
as a class, to elect one or more directors of tirp@ation, the term of office, the filling of vawges and other features of such directorships
shall be governed by the terms of this Certifiad#tencorporation applicable thereto.

ELEVENTH: 1. The affirmative vote of the holdersrait less than two- thirds of the outstanding shafé'Voting Stock" (as hereinafter
defined) shall be required for the approval or atittation of any "Business Combination" (as herit@radefined) of the Corporation or any
subsidiary of the Corporation with any "Relateds$®el’ (as hereinafter defined), notwithstandingfttot that no vote may be required, or that
a lesser percentage may be specified by law, imgngement with any national securities exchangethmarwise; provided, however, that the
two-thirds voting requirement shall not be applieadind such Business Combination shall require sabh affirmative vote as is required by
law, any agreement with any national securitieharge or otherwise if:

(a) The "Continuing Directors" (as hereinafter defl) of the Corporation by at least a majority vudge expressly approved such Business
Combination either in advance of or subsequenuth Related Person becoming a Related Person; or

(b) All of the following conditions are met:

(i) The cash or "Fair Market Value" (as hereinattefined) as of the date of the consummation oBihginess Combination (the
"Combination Date") of the property, securitiesotrer consideration to be received per share byenslof a particular class or series of
capital stock, as the case may be, of the Cormorati the Business Combination is not less tharhikeest of:

(A) the highest per share price (including brokeragmmissions, transfer taxes and soliciting dealees) paid by or on behalf of the Rele
Person in acquiring beneficial ownership of anyjt®holdings of such class or series of capitatistf the Corporation (i) within the twyear
period immediately prior to the Combination Datgigrin the transaction or series of transactionwhich the Related Person became a
Related Person, whichever is higher



(B) the Fair Market Value per share of the shafespital stock being acquired in the Business Goatton (i) as at the Combination Date or
(i) the date on which the Related Person becaRelated Person, whichever is higher; or

(C) in the case of Common Stock, the per share bable of the Common Stock as reported at the étitkdiscal quarter immediately prior
to the Combination Date, and in the case of PrefeBtock, the highest preferential amount per stwawnéhich the holders of shares of such
class or series of Preferred Stock would be edtitiehe event of any voluntary or involuntary lidation, dissolution or winding up of the
affairs of the Corporation, regardless of whetherBusiness Combination to be consummated corestitutch an event.

The provisions of this paragraph 1(b)(i) shall equired to be met with respect to every class vesef outstanding capital stock, whether or
not the Related Person has previously acquiredshases of a particular class or series of capibeks In all above instances, appropriate
adjustments shall be made for recapitalizationsfandtock dividends, stock splits and like distitions; and

(i) The consideration to be received by holdera pfrticular class or series of capital stockldlein cash or in the same form as previously
has been paid by or on behalf of the Related Pansconnection with its direct or indirect acquisit of beneficial ownership of shares of
such class or series of stock. If the considerampaid for any such share varies as to formfdimne of consideration for such shares shall be
either cash or the form used to acquire beneftialership of the largest number of shares of slads®r series of capital stock previously
acquired by the Related Person.

2. For purposes of this Article ELEVENTH:

(a) The term "Business Combination" shall mean@nyerger or consolidation of the Corporation audsidiary of the Corporation with a
Related Person or any other corporation which &ft@r such merger or consolidation would be arfiliafe" or "Associate" (as hereinafter
defined) of a Related Person, (ii) sale, leaseh&xge, mortgage, pledge, transfer or other dispagjin one transaction or a series of
transactions) with any Related Person or any aféilof any Related Person, of all or any "SubsibRtart" (as hereinafter defined) of the
assets of the Corporation or of a subsidiary ofGbeporation to a Related Person or any Affiliaté\esociate of any Related Person, (iii)
adoption of any plan or proposal for the liquidatar dissolution of the Corporation proposed bypmobehalf of a Related Person or any
Affiliate or Associate of any Related Person, @a)e, lease, exchange or other disposition, inatudiithout limitation a mortgage or other
security device, of all or any Substantial Parthef assets of a Related Person or any Affiliatdssociate of any Related Person to the
Corporation or a subsidiary of the Corporation,i§guance or pledge of securities of the Corpanativa subsidiary of the Corporation to or
with a Related Person or any Affiliate or Associat@ny Related Person, (vi) reclassification afusities (including any reverse stock split)
or recapitalization of the Corporation or any ottransaction that would have the effect, eitheeatly or indirectly, of increasing the
proportionate share of any class of equity or cditve securities of the Corporation or any suleigiof the Corporation which is directly or
indirectly beneficially owned by any Related Persomany Affiliate or Associate of any Related Persand (vii) agreement, contract or other
arrangement providing for any of the transactioescdbed in this definition of Business Combination

(b) The term "person” shall mean any individuainfi corporation or other entity and shall include group comprised of any person and
other person with whom such person or any Affilatéssociate of such person has any agreemeatigagment or understanding, directly or
indirectly, for the purpose of acquiring, holdingting or disposing of Voting Stock of the Corpdoat

(c) The term "Related Person" shall mean any pefsitrer than the Corporation, or any Subsidiary ethér than any profit-sharing,
employee stock ownership or other employee bepkfit of the Corporation or any Subsidiary or amgtiee of or fiduciary with respect to
any such plan when acting in such capacity) whetach:

(i) is the beneficial owner (as hereinafter definetiten percent (10%) or more of the Voting Stock;

(i) is an Affiliate or Associate of the Corporati@and at any time within the two-year period imnageliy prior to the date in question was the
beneficial owner of ten percent (10%) or more @f Yfoting Stock; or

(iii) is at such time an assignee of or has othsevgucceeded to the beneficial ownership of amgestad Voting Stock which were at any til
within the twc-year period immediately prior to such time benefigiowned by any Related Person



such assignment or
succession shall have occurred in the coursem@ingdction or series of transactions not involharmublic offering within the meaning of the
Securities Act of 1933.

(d) A person shall be a "beneficial owner" of angtig Stock:
(i) which such person or any of its Affiliates osgociates beneficially owns, directly or indirectly

(i) which such person or any of its Affiliates Associates has, directly or indirectly, (a) thehtitp acquire (whether such right is exercisable
immediately or only after the passage of time)spant to any agreement, arrangement or understandimpon the exercise of conversion
rights, exchange rights, warrants or options, beawise, or (b) the right to vote pursuant to agseament, arrangement or understanding; or

(iii) which are beneficially owned, directly or iimdctly, by any other person with which such perspany of its Affiliates or Associates has
any agreement, arrangement or understanding fquutmose of acquiring, holding, voting or disposafigny shares of Voting Stock.

(e) For the purposes of determining whether a peisa Related Person pursuant to sub-paragrapti {ejs paragraph 2, the number of
shares of Voting Stock deemed to be outstandinlyjisiclude shares deemed owned through applicatf@ubparagraph (d) of this paragraph
2 but shall not include any other shares of Vofitgck which may be issuable pursuant to any agregragangement or understanding, or
upon exercise of conversion rights, warrants oioogt or otherwise.

(f) The terms "Affiliate" or "Associate" shall hatlee respective meanings ascribed to such termRsillie 12b-2 of the General Rules and
Regulations under the Securities Exchange Act 8#18s in effect on January 1, 1984.

(g) The term "Subsidiary" means any corporatiowbich a majority of any class of equity securitypisned, directly or indirectly, by the
Corporation; provided, however, that for the pugsosf the definition of Related Person set forteubparagraph (c) of this paragraph 2, the
term "Subsidiary" shall mean only a corporatiomtiich a majority of each class of equity securitpwned, directly or indirectly, by the
Corporation.

(h) The term "Continuing Director" means any memtifethe Board of Directors, while such person member of the Board of Directors,
who is not an Affiliate, Associate or a represemtadf the Related Person and was a member of dlaedBof Directors prior to the time that
the Related Person became a Related Person, asdieegssor of a Continuing Director, while suchcessor is a member of the Board of
Directors, who is not an Affiliate, Associate orepresentative of the Related Person and is recowhdeor elected to succeed a Continuing
Director by a majority of Continuing Directors.

(i) The term "Substantial Part” shall mean morenttveenty percent (20%) of the Fair Market Valuedatermined by a majority of the
Continuing Directors, of the total consolidatedets®f the Corporation and its Subsidiaries talea whole as of the end of its most recent
fiscal year ended prior to the time the determorais being made.

(j) For the purposes of paragraph 1(b)(i) of thiidke ELEVENTH, the term "other consideration ® teceived” shall include, without
limitation, capital stock retained by the stockleskl

(k) The term "Voting Stock" shall mean all of thetstanding shares of Common Stock and the outstgratiares of Preferred Stock entitled
to vote on each matter on which the holders ofneéod Common Stock shall be entitled to vote, aachereference to a proportion of shares
of Voting Stock shall refer to such proportion bétvotes entitled to be cast by such shares vasmane class.

() The term "Fair Market Value" means: (i) in tbase of stock, the highest closing sale price dutie 30-day period immediately preceding
the date in question of a share of such stock erCibmposite Tape for the New York Stock Exchanigisted Stocks, or, if such stock is not
guoted on the Composite Tape, on the New York Skbathange, or, if such stock is not listed on sigbhange, on the principal United
States securities exchange registered under thegitiex Exchange Act of 1934 on which such stodisied, or, if such stock is not listed on
any such stock exchange, the highest closing bidiadgjon with respect to a share of such stock dyitie 30-day period preceding the date in
guestion on the National Association of Securibeslers, Inc. Automated Quotations System or apgessor system then in use, or if no
such quotations are available, the fair marketevalo the date in question of a share of such siedetermined in good faith by a majority of
the Continuing Directors



and (ii) in the case of property
other than cash or stock, the fair market valusuch property on the date in question as determingdod faith by a majority of the
Continuing Directors.

(m) A Related Person shall be deemed to have ajaishare of the Voting Stock of the Corporatiptihe@ time when such Related Person
became the beneficial owner thereof. If a majasitthe Continuing Directors is not able to deterenihe price at which a Related Person has
acquired a share of Voting Stock of the Corporatsuth price shall be deemed to be the Fair Markkie of the shares in question at the
time when the Related Person became the bendjigiadr thereof. With respect to shares owned byliaféis, Associates or other persons
whose ownership is attributed to a Related Persdenthe foregoing definition of Related Persom, ghice deemed to be paid therefor by
such Related Person shall be the price paid upadbuisition thereof by such Affiliate, Associateother person, or, if such price is not
determinable by a majority of the Continuing Dimst the Fair Market Value of the shares in quesdicthe time when the Affiliate,
Associate or other such person became the berefigieger thereof.

3. The fact that any Business Combination compligis the provisions of paragraph 1(b) of this AiELEVENTH shall not be construed to
impose any fiduciary duty, obligation or responipion the Board of Directors, or any member tloéréo approve such Business
Combination or recommend its adoption or approwvdhe stockholders of the Corporation, nor shathstompliance limit, prohibit or
otherwise restrict in any manner the Board of Dives; or any member thereof, with respect to evaoa of or actions and responses taken
with respect to such Business Combination.

TWELFTH: No director of the Corporation shall beganally liable to the Corporation or its stockhasislfor monetary damages for breacl
fiduciary duty as a director; provided, howeveattthis Article TWELFTH shall not eliminate or litrthe liability of a director to the extent
provided by applicable law (i) for any breach of tirector's duty of loyalty to the Corporationitsrstockholders, (ii) for acts or omissions
not in good faith or which involve intentional mis@uct or a knowing violation of law, (iii) undee&ion 174 of the General Corporation
Law of Delaware (as in effect and as hereafter alm@)) or (iv) for any transaction from which theeditor derived an improper personal
benefit. If the Delaware General Corporation Lawnsended after approval by the stockholders ofAhisle TWELFTH to authorize
corporate action further eliminating or limitingetipersonal liability of directors, then the liatyilof each director of the Corporation shall be
eliminated or limited to the fullest extent perradtby the Delaware General Corporation Law, assended. Neither the amendment nor
repeal of this Article TWELFTH nor the adoptionasfy provision of this Certificate of Incorporatigrtonsistent with this Article TWELFT
shall eliminate or reduce the effect of this AgiGWELFTH in respect of any matter occurring, oy aause of action, suit or claim that, but
for this Article TWELFTH, would accrue or arisejgrto such amendment, repeal or adoption of aaristent provision.

IN WITNESS WHEREOF, said TEXTRON INC. has caused tertificate to be signed and attested and thgotate seal to be hereunto
affixed this 27th day of January, 1998.

[SEAL]
WAYNE W. JUCHATZ

Executive Vice President
and General Counsel

Attest:

FREDERICK K. BUTLER
Vice President and Secretar)



Exhibit 10.17

12/13/96
HERBERT L. HENKEL
Retention Award

At its December 12, 1996 meeting, the Organizadioth Compensation Committee of the Board of Direcamproved a 15,000 share reten
award for Herbert L. Henkel (the "Executive"). Tdeems of the award are as follows:

The Executive will receive the cash equivalent®000 shares of Textron common stock provided heies in Textron's employment
through January 1, 2002.

The cash payment will equal 15,000 times the aweoddghe composite closing prices (as reportecherNew York Stock Exchange
consolidated tape) of Textron's common stock ferfitst ten trading days following January 1, 208@8ch award shall be paid to the
Executive in a lump sum or in annual installmerstsray be determined by the Organization and ConapiensCommittee of the Board of
Directors.

Except as otherwise provided herein, the Execwgihadl not be entitled to receive such award ifdmgployment with Textron ends for any
reason prior to January 1, 2002, provided thdtéfExecutive's employment ends prior to such datausse of his disability or death, the
Executive or the Executive's estate may receivagia portion of the award in the discretion ekiron's CEO.

Notwithstanding the above, if the Executive's emplent terminates at any time after a "change inrobn(as defined in the Textron 19!
Long-Term Incentive Plan), Textron shall, in liefitloe above award, award to the Executive (or éoEkecutive's estate in the event of his
death prior to payment) upon such termination gpleyment, a cash amount equal to 15,000 timesititeekt closing price per share of
Textron's common stock (as reported on the New Yadck Exchange consolidated tape) during the $(pdaod ending on the date of such
change in control.

Effective January 1, 1997, dividend equivalentdidieacredited to the Executive and such dividegdiealents are to be accounted for as if
reinvested in actual Textron common stock. Suchddinvd shares shall be paid at the same time astibiation shares are paid only if the
retention shares are paid.

The number of retention shares awarded to the Eixeduereunder shall be proportionately adjustedfty increase of decrease in the
number of issued shares of Textron's common semldting from a stock split, stock dividend or akier increase or decrease in such st
effective without receipt of consideration by Textr

Approved by the Organization and Compensation Cdatambf the Board of Directors December 12, 1996.

/sI'W F. Wayl and 12/ 13/ 96
W F. Wyl and

/ s/ Herbert L. Henkel 12/ 13/ 96
H L. Henkel



EXHIBIT 10.19B
Description of Modified Pension Arrangement

Under an arrangement with Textron, Wayne W. Juchiltbe credited with an additional 12 years ofiren service under the Textron
pension plan upon completing five years of employnvéath Textron.



EXHIBIT 10.20B
Description of Stock Equivalent Grant

Under an arrangement with Textron, Stephen L. Kiéybs paid the cash equivalent of 40,000 (on &-sptit basis) shares of Textron
Common Stock following his retirement, providedrl@res from Textron at or after age |



Exhibit 10.21B
May 1, 1997

William F. Wayland

Executive Vice President Administration
and Chief Human Resource Officer
Textron Inc.

40 Westminster Street

Providence, Rl 02903-2525

Dear Bill:

The purpose of this letter is to confirm our agreattoncerning your employment relationship witkifen and your Employment
Agreement dated January 1, 1989.

1. Effective July 1, 1997, your employment statuglisbe converted into that of an employamsultant through the term of your Employm
Agreement, which will expire on December 31, 1988ur rights and obligations as an employee-constikhall be as set forth in the
Employment Agreement except as specifically sehfberein.

2. Pursuant to your Employment Agreement, your camsption as an employee-consultant will be asv@io
(a) Base Pay: At the rate of $425,000 per annum.
(b) Annual Incentive Compensation: Your annual irite bonus will be $345,000 per year.

(c) Performance Share Units: You will continue &dbigible for payouts for the thrgear cycles ending December 31, 1997, 1998, anél..
The discretionary portion of your payout for eaflthese years will be commensurate with payoutsived by other Executive Vice
presidents at Textron; provided that the total amad your payout for any such year shall not exic@31,000. You will not be eligible to
receive any additional performance share unit asvard

(d) You will not be eligible to receive any addital stock option awards.

3. You agree to assist in the identification anmtwigment of your successor and, upon the reterfgmour successor, to use your best efforts
to facilitate a smooth and orderly transition otiyoesponsibilities.

4. Unless otherwise agreed, you shall continuestwipy your current office and perform your currdaties and responsibilities on a full-time
basis until July 1, 1997. You shall relinquish yaurrent titles and responsibilities effective aicts date. You will, as is customary, be
entitled to any or all of your office furnishingsaild you so desire.

5. We agree that any internal or external annoueog¢igoncerning your change of status will be cowtdid and that no public announcement
by either party shall be made without the othety@ronsent, unless required by law. It is, howewaderstood that an announcement will be
made as soon as practicable after both partiesdigued this letter.

6. Pursuant to your Employment Agreement, you béllentitled to the following benefits:
(a) financial and tax planning (at Management Cotte@irates);

(b) use of your current company car through thmtef the present lease; use of a new company eegdfter; and eligibility to purchase that
car at the end of its lease at the regular pricktarms available to members of the Management Qtaen

(c) continued payment by Textron of dues for th@&l€lub and Rhode Island Country Club;
(d) annual physical examination;

(e) professional association dues, fees and expdrede in your name, at company expense, at cueeels (to the extent that such
memberships do not preclude your successor's mshipén any such organization);

(f) eligibility to participate in Textron's matctgrgift program;

(g) office space and clerical support for consgltiluties;



(h) you will continue to be eligible to participatethe Deferred Income Plan and the survivor Biedén at the three-times base salary level.
Your retirement at the end of 1999 shall be consid@ "separation” as defined in each of thosesplan

7. Pursuant to Section 3.03 of the SupplementatdReént Plan and subject to the to the performafigeur obligations hereunder, the
Company hereby agrees that you will receive 100%h@benefit you would otherwise have been enttibednder such plan had you reached
the age of 65 on January 1, 2000.

8. During the term of your Employment Agreement, ygree that:
(i) You will not, directly or indirectly, recruitray employee of the Company or any affiliate of @@mpany:

(i) you will not, directly or indirectly, providany services (as an employee or otherwise) forpangon, firm or corporation that competes
directly with the Company or any affiliate of the@pany; and

(iii) you will refrain from taking any action or rking any statements, written or oral, which disgarthe goodwill or reputation of the
Company. Likewise, the Company will refrain fronkiteg any action or making any statements, writteoral, which disparage you or your
reputation.

9. In consideration of paragraph 7 above, you ago¢éo file against the Company or any affiliafelee Company, their respective directors,
officers, or employees, and you release the saome, fany and all claims and lawsuits arising fromryemployment or termination including
any claim or lawsuit alleging (i) breach of contrgd) wrongful termination, (iii) any unlawful aiortious acts, or (iv) discrimination,
including discrimination under the Age Discrimiraatiin Employment Act of 1967 or other federal, statt local laws regarding employment
discrimination. This release shall not waive rightslaims that may arise after the date of exeouif this letter.

10. You acknowledge that your acceptance of thradeaf this special arrangement is completely v@gnand you have been offered no ot
inducements, promises, or representations othartlise included herein. You also acknowledge #stequired by Law, you have been
advised to seek the advice of legal counsel po@ctepting this agreement. You may accept thestefrthis agreement any time on or bel
May 22, 1997. You may withdraw your acceptance wiieven calendar days after the execution ofapisement by providing written
notification of such withdrawal to Wayne Juchatzg @his acceptance shall not be effective or eefalote until the seven day revocation
period has expired.

11. Your Employment Agreement as modified by tbiser constitutes the entire agreement of theqman the subject matter hereof, is
intended to be binding on both parties and supessady prior agreements or understandings. Alliredw@approvals have been obtained.

Please indicate your agreement with the abovedirgy and returning the enclosed copy of this tette
Sincerely,

/s/ James F. Hardynon
AGREED:

/sIWIliamF. Wyl and
(Si gnature)

Date: My 1, 1997



EXHIBIT 12.1
PARENT GROUP

COMPUTATION OF RATIO OF INCOME TO COMBINED FIXED
CHARGES AND PREFERRED STOCK DIVIDENDS

(Unaudited)

(In millions except ratios)

Year
1997 1996 1995 1994 1993
Fixed charges:
Interest expense (1) $ 129 $ 148 $178 $192 $218
Distributions on preferred securities of
subsidiary trust, net of income taxes 26 23 - - -
Estimated interest portion of rents 21 17 17 20 21
Total fixed charges $176 $ 188 $195 $212 $239
Income:
Income from continuing operations
before income taxes and distributions
on preferred securities of subsidiary
trust $ 948 $ 827 $690 $623 $470
Fixed charges (2) 150 165 195 212 239
Eliminate equity in undistributed pretax
income of finance subsidiaries (188) (259) (248) (225) (195)
Adjusted income $910 $ 733 $637 $610 $514
Ratio of income to fixed charges 5.17 3.90 3.27 2.88 2.15

(1) Includes interest unrelated to borrowings d? $dillion in 1997, $11 million in 1996, $23 million 1995, $27 million in 1994 and $25
million in 1993.

(2) Adjusted to exclude distributions on prefersedurities of subsidiary trust, net of income tares997 and 199¢



EXHIBIT 12.2
TEXTRON INC. INCLUDING ALL MAJORITY-OWNED SUBSIDIAR IES

COMPUTATION OF RATIO OF INCOME TO COMBINED FIXED
CHARGES AND PREFERRED STOCK DIVIDENDS

(Unaudited)

(In millions except ratios)

Year
1997 1996 1995 1994 1993
Fixed charges:
Interest expense (1) $ 726 $ 731 $791 $ 651 $ 650
Distributions on preferred securities of
subsidiary trust, net of income taxes 26 23 - - -
Estimated interest portion of rents 39 35 34 36 38
Total fixed charges $791 $ 789 $ 825 $ 687 $ 688
Income:
Income from continuing operations
before income taxes and distributions
on preferred securities of subsidiary
trust $ 948 $ 827 $ 690 $623 $ 470
Fixed charges (2) 765 766 825 687 688
Adjusted income $1,713 $1,593 $1,515 $1,310 $1,158
Ratio of income to fixed charges 2.17 2.02 1.84 1.91 1.68

(1) Includes interest unrelated to borrowings d? $dillion in 1997, $11 million in 1996, $23 million 1995, $27 million in 1994 and $25
million in 1993.

(2) Adjusted to exclude distributions on prefersedurities of subsidiary trust, net of income taires997 and 199¢



Business Segment Data
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For a description of the businesses comprising saghment, see pages 58 and 59.

Revenu
(In millions) 1997 1996
Aircraft $3,135 $2,703
Automotive 2,127 1,627
Industrial 3,071 2,849
Finance 2,211 2,095

$10,544 $9,274

es Operating Income
1995 1997 1996 1995 1997
$2,519 $325 $271 $245 10.4%
1,534 150 146 135 7.1
2,415 334 290 242 10.9
1,985 409 383 365 18.5

$8,453 1,218 1,090 987

Corporate expenses and other - net
Interest expense - net

Income from continuing operations
before income taxes*

(141) (115) (119)
(129) (148) (178)

$948 $827 $690

*Before distributions on preferred securities obsidiary trust in 1997 and 1996.

Income of the Finance segment is net of interegérse.
Prior year amounts have been reclassified to canforthe current year's segment presentation as fally described on page 25.

1997 REVENUES - $10.5 BILLION

[PIE CHART]
AIRCRAFT ~ 30%
FINANCE  21%
AUTOMOTIVE 20%
INDUSTRIAL 29%

IDENTIFIABL
(In millions) 1997 1996
Aircraft $2,007 $1,896
Automotive 1,515 1,020
Industrial 2,530 2,415
Finance 11,910 11,409

Corporate, including investment

in discontinued operation

in 1996 and 1995 1,105 1,742
Eliminations (457) (247

$18,610 $18,235

Operating Income Margins

1996 1995

10.0% 9.7%
9.0 838
10.2 10.0
18.3 184

1997 OP ERATING INCOME - $1.2 BILLION
[PIE CHART]
AIRC RAFT 27%
FINA NCE 34%
AUTO MOTIVE 12%
INDU STRIAL 27%
E ASSETS CAPITAL EXPENDITURES DEPRECIATION
1995 1997 1996 1995 1997 1996 1995
$1,782 $110 $119 $75 $71 $55 $50
861 103 60 78 69 41 39
2,335 150 127 99 99 102 81
10,816 46 34 23 23 21 20
1,932 3 3 4 4 4 s
) 3 - - - S
$17,651 $412  $343  $279 $266 $223  $195

Prior year amounts have been reclassified to canforthe current year's segment presentation as fally described on page 25.

24
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Management's Discussion and Analysis

Results of Operations ~ Textron Inc.

1997 vs. 1996
REVENUES - Diluted earnings per s
operations in 1997 were
95 +1% $8,453 amount of $2.81. Income
96 +10% $9,274 1997 of $558 million was
97 +14% $10,544 1996. Revenues increased

from $9.3 billion in 199

$558 million versus $253

reflected the impact of

discontinued operation.

- Operating income of Te
segments aggregated $1.2
1996, as a result of con
results in the Aircraft,
segments. Operating inco
was essentially unchange

EARNINGS PER SHARE *
from 11.8% in 1996, due
95 +18% $2.40 associated with the Kaut
96 +17% $2.81
97 +17% $3.29 - Corporate expenses and
1997 by $26 million due
related to a divested op
* From Continuing related to organizationa
Operations costs related to interna
costs associated with th
rate swap agreements no
accounting hedges.

- The lower interest of
million in 1997 vs. $148
lower average debt, resu
debt with proceeds from
Revere, partially offset
associated with acquisit

- Business segment data
reclassified to reflect
Systems and Components s
segment due to the incre
Systems and Components b
underlying technologies.

1996 vs. 1995

- Diluted earnings per s
operations in 1996 were
amount of $2.40. Income
1996 of $482 million was
1995. Revenues increased
from $8.5 billion in 199
$253 million vs. $479 mi
impact of a $229 million
operation in 1996.

- Operating income aggre
up 10% from 1995, as ar
financial results across

- The lower interest of

million in 1996 vs. $178
lower average debt, due
debt with the proceeds f
securities in February 1

- Total segment margins
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hare from continuing

$3.29, up 17% from the 1996
from continuing operations in
up 16% from $482 million for
14% to $10.5 billion in 1997
6. Net income in 1997 was
million in 1996, which

a $229 million loss from a

xtron's four business

billion in 1997, up 12% from
tinued improved financial
Industrial and Finance

me in the Automotive segment
d.

decreased to 11.6% in 1997
primarily to lower margins
ex acquisition.

other - net increased in

to 1997 litigation expenses
eration, higher 1997 expenses
| changes and higher support
tional expansion, and 1997

e termination of interest
longer qualifying as

the Parent Group - $129
million in 1996-was due to
Iting from the payment of
the divestiture of Paul

by the incremental debt
ions.

for prior years has been

the combination of the
egment into the Industrial
ased commercialization of the
usinesses and their

hare from continuing

$2.81, up 17% from the 1995
from continuing operations in
up 16% from $416 million for
10% to $9.3 billion in 1996
5. Net income in 1996 was
llion in 1995, reflecting the
loss from a discontinued

gated $1.1 billion in 1996,
esult of continued improved
all business segments.

the Parent Group - $148
million in 1995-was due to

in part to the payment of

rom the issuance of preferred
996.
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AIRCRAFT

1997 vs. 1996

AIRCRAFT
REVENUES The Aircraft segment's r evenues and income increased
$432 million (16%) and $ 54 million (20%),
95 +10% $2,519 respectively, due primar ily to higher results at
96 + 7% $2,703 Cessna Aircraft.
97 +16% $3,135
- Bell Helicopter's reve nues increased primarily as a
result of higher U.S. go vernment and commercial
OPERATING INCOME aircraft sales ($91 mill ion) and higher revenues on
the Huey upgrade contrac t for the U.S. Marines ($28
95 +24% $245 million), partially offs et by lower revenues on the
96 +11% $271 V-22 program ($80 millio n) and lower foreign military
97 +20% $325 sales ($23 million). Bel I's commercial aircraft sales
included the completion of the three-year contract
for model 412 helicopter s with the Canadian Forces.
Its income increased sli ghtly as a result of the
higher revenues, partial ly offset by higher product
development expenses pri marily related to its new
commercial aircraft mode Is.
- Cessna Aircraft's reve nues increased as a result of
higher sales of business jets, including the Citation
X and Bravo. Its income increased as a result of the
higher revenues, partial ly offset by an increased
level of expenses due to the introduction and support
of new products.
1996 vs. 1995
The Aircraft segment's r evenues and income increased
$184 million (7%) and $2 6 million (11%),
respectively, due to hig her results at Cessna
Aircraft.
- Bell Helicopter's reve nues decreased primarily as a
result of lower sales of military helicopters to the
U.S. government ($136 mi llion) and lower revenues on
the V-22 program ($69 mi llion), partially offset by
higher domestic and inte rnational helicopter sales,
including increased deli veries on the Canadian Forces
contract ($119 million), and increased military and
commercial spares sales ($41 million). Bell's income
decreased slightly, as t he impact of lower revenues
and costs associated wit h the introduction of new
commercial aircraft mode Is was partially offset by
additional income on the V-22 program.
- Cessna's revenues incr eased primarily as a result
of higher sales of busin ess jets, principally the
Citation X and Citation VII models, and utility
turboprop aircraft. Its income increased as a result
of the higher revenues, partially offset by higher
product development and selling and administrative
expenses due to the intr oduction and support of new
products.
AUTOMOTIVE
1997 vs. 1996
The Automotive segment's revenues increased $500
AUTOMOTIVE million (31%), primarily as a result of the first
REVENUES quarter 1997 acquisition of Kautex, the third quarter
1997 acquisition of the General Rubber Goods division
95 +2% $1,534 of Pirelli Tyres, Ltd., and the 1996 acquisitions of
96 +6% $1,627 Valeo Wiper Systems and the remaining 50% of a joint
97 +31% $2,127 venture in Born, Netherl ands. The benefit of the

higher sales from the ac
offset by the unfavorabl
Chrysler engine plant in
the timing of replacemen
launches. Income approxi
reflecting the above fac

to new model launches an

quisitions was partially

e impact of a strike at a

the second quarter 1997 and
t business and new model
mated last year's level,

tors, increased costs related
d the impact of a



OPERATING

INCOME
95 + 2%
96 + 8%
97 + 3%

$135
$146
$150

restructuring effort whi
quarter 1997.

1996 vs. 1995

The Automotive segment's
million (6%) and income

The improved results ref

production of models wit

particularly light truck
benefits of the acquisit
and the remaining 50% of
Netherlands.
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ch began in the second

revenues increased $93
increased $11 million (8%).
lected the increased

h Textron content,

s at Chrysler, and the

ions of Valeo Wiper Systems
a joint venture in Born,
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INDUSTRIAL

INUSTRIAL 1997 vs. 1996
REVENUES

The Industrial segment's
95 (16)% $2,415 million (8%). Income inc
96 +18 % $2,849 reflecting higher sales
97 +8% $3,071 organic growth, and impr

principally in industria
systems. The revenue and
primarily to higher sale
business ($143 million),
1996 acquisition of Text
addition, results benefi
acquisitions of Maag Pum
S.p.A., and Burkland Hol
demand for aerospace com
on the sensor fuzed weap
by the third quarter 199
Aerostructures and lower
systems products.

1996 vs. 1995

OPERATING The Industrial segment's

INCOME increased $434 million (
respectively. These incr

95 (1)% $242 higher sales in the fast

96 +20 % $290 million), reflecting the

97 +15% $334 acquisitions of Elco Ind

first half 1996 acquisit
S.A.S. and Xact Products
results benefited from h
performance at E-Z-GO, a
performance in the contr
including the contributi
acquisition. These incre
reduced shipments on cer
commercial aerospace con
divestiture of Textron A
quarter of 1996.

FINANCE
1997 vs. 1996

The Finance segment's re

FINANCE (6%), while income incre
REVENUES

- Avco Financial Service
95 +19% $1,985 increased $93 million an
96 + 6% $2,095 Revenues in its finance
97 +6% $2,211 business increased $75 m

investment and other inc
average finance receivab
vs $6.892 billion in 199
the acquisition of appro
finance receivables duri
commercial receivables (

OPERATING receivables ($186 millio

INCOME investment and other inc
attributable to a $22 mi

95 +10% $365 certain underperforming

96 +5% $383 part by a $7 million gai

97 + 7% $409 small-ticket leasing ope

in capital gains of $3 m
revenue increases were p
in yields on finance rec
18.52% in 1996), reflect
on consumer finance rece
increase in lower-yieldi
Income increased $3 mill
higher revenues and a de
borrowed funds (6.39% in
partially offset by an i
losses resulting from a
losses to average financ
Vs 2.82% in 1996), and h
related to international

revenues increased $222
reased $44 million (15%),
from both acquisitions and
oved operating margins,

| components and fastening
income increases were due
s in the fastening systems
including the second quarter
ron Industries S.A.S. In

ted from the 1997

p Systems, Maag ltalia,

ding, Inc., an increase in
ponents and higher revenues
on contract, partially offset

6 divestiture of Textron
revenues in marine and land

revenues and income

18%) and $48 million (20%),
eases were due primarily to
ening systems business ($558
fourth quarter 1995

ustries and Boesner, and the
ions of Textron Industries

. In addition, the year's

igher sales and improved

nd continued strong

actor tool business,

on from the Klauke

ases were partially offset by
tain U.S. government and
tracts and the impact of the
erostructures in the third

venues increased $116 million
ased $26 million (7%).

s' (AFS) revenues and income
d $13 million, respectively.
and related insurance

illion, due to an increase in
ome, and an increase in

les ($7.546 billion in 1997

6), reflecting the benefit of
ximately $720 million of

ng 1997, which consists of
$534 million) and consumer
n). The increase in

ome was primarily

llion gain on the sale of
branches in 1997, offset in

n on the sale of its U.S.
ration in 1996 and a decrease
illion. The benefit of these
artially offset by a decrease
eivables (17.77% in 1997 vs
ing both decreases in yields
ivables and the impact of an
ng commercial receivables.
ion due to the benefit of the
crease in the average cost of
1997 vs 6.88% in 1996),
ncrease in the provision for
higher level of net credit

e receivables (2.93% in 1997
igher operating expenses
expansion and the start-up



of centralized sales pro
and Canada. The increase
average finance receivab
attributable to an incre
consumer finance busines
1996).
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The proliferation of credit cards continues to pdevthe consumer with an alternative source of $uatid as a result, the increase in cons
debt has continued to burden the consumer finans®mmer, resulting in higher delinquencies and g@iaffs. This has been particularly true
in the U.S. where charge-offs have increased arelvables outstanding have decreased. In ordeal@etter use of its capital resources,
AFS has undertaken a strategic review of its Ugerations. This review, which encompasses undenpeifig branches, started in June 1997
and should be completed by year-end 1998. Eachrpaderming branch is being reviewed, and when @tétermined that a branch will not
meet certain profitability standards, it will bddadt is not anticipated that these actions waBult in any losses. Although the strategic review
resulted in 47 branches being sold in 1997, AFBaaisof its normal operations opened 47 new bramahthe U.S. while closing 38 branch

At December 31, 1997, AFS had 1,199 branches, affwrl5 were in the U.S.

In AFS' nonrelated insurance business, revenuesadsed $18 million, due primarily to higher premsuearned and a higher level of
investment income, partially offset by a decreaseapital gains. Income increased $10 million, thuthe higher revenues and a decrease in
underwriting expenses in relation to earned prersium

- Textron Financial Corporation's (TFC) revenueséased $23 million, due to a higher level of agereeceivables ($3.128 billion in 1997 vs
$3.036 bhillion in 1996) and increases in other mepdue primarily to the securitization of $401lioil of Textron-related receivables and
increased syndication fee income. Its income irsgd&13 million, due to the higher revenues arahe! provision for loan losses related to
the real estate portfolio, partially offset by gtbvin businesses with higher operating expensegati

1996 vs. 1995
The Finance segment's revenues increased $110m{@P6), while income increased $18 million (5%).

- AFS' revenues and income increased $96 milli@h$%irl million, respectively. Revenues in its finarand related insurance business
increased $55 million, primarily as a result ofiacrease in yields on finance receivables (18.52%096 vs. 18.20% in 1995), an increase in
earned premiums, and an increase in capital gdires grimarily to a higher volume of sales in thedinvestment portfolio), and gains on
sale of certain finance receivables. Income in@@&y million due to the higher revenues and aad#eser in the average cost of borrowed
funds (6.88% in 1996 vs. 7.32% in 1995). This fabe impact was partially offset by an increastharatio of net credit losses to average
finance receivables (2.82% in 1996 vs. 2.10% in5)@Md the strengthening of the allowance for ¢redises (3.01% of finance receivable
December 31, 1996 vs. 2.82% at December 31, 1995).

In AFS' nonrelated insurance business, revenuesased $41 million, due primarily to higher premsuearned and investment income.
Income increased $4 million, due to the higher nexes as well as an improved underwriting expentse (@s a percent of earned insurance
premiums), partially offset by an increase in thiorof insurance losses to earned insurance pragiu

- TFC's revenues increased $14 million, due tagadrilevel of average receivables ($3.036 billimi996 vs. $2.839 billion in 1995) and
higher fee income, partially offset by lower yielufsreceivables (10.03% in 1996 and 10.34% in 19@83ominantly on floating rate
receivables, reflecting a decline in the prevailimgrest rate environment. Its income increasechififon, due to the higher revenues,
partially offset by a higher provision for loan $&8s, principally due to charge-offs of nonperforgnéguipment loans.
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CAPITAL RESOURCES
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The liquidity and cap

understood by separat
independent borrowing
Finance Group). The P
Textron's manufacturi
financial results are

to manage and finance
and delivery of tangi
Finance Group busines
commercial financing
Group's financial res
ability to provide fi
competitive marketpla
pricing, while managi
risks. The fundamenta
borrowing group's act
measures used by inve
analysts.

OPERATING CASH FLOWS

Textron's financial p
1997. Cash flows from
the primary source of
and capital expenditu
Operating activities
flow in each of the p
Statement of Cash Flo
detailing the changes
38. The Parent Group'
includes dividends re
Group. Beginning in |
used to determine the
paid to the Parent Gr
based on a percentage
based on maintaining
This change resulted
additional Finance Gr
Group in 1997.

FINANCING

Borrowings are a seco
Parent Group and, alo
finance receivables,

for the Finance Group
borrowing groups main
prudent based on cash
ratios and ratios of
Group's debt to total
1997. Both the Parent
broad base of financi
respective liquidity
Company's strong cred
Standard & Poor's pro
funds on competitive
summarized on page 46
1997, the Parent Grou
million and $1.0 bill

for unsecured debt se
registration statemen
Exchange Commission,
Canadian Provincial S
Finance Group also ha
of which $92 million
1997. The Company bel
groups, individually
adequate credit facil
access to capital mar
needs.

Periodically,
generated through dis
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subsidiary, Paul Reve
Inc. Net proceeds to
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million (which includ
Provident common stoc
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(Textron or the Compa
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ng businesses, whose
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ses involve consumer and
activities. The Finance
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| differences between each
ivities result in different
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operations continue to be
funds for operating needs
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have generated increased cash
ast three years. The

ws for each borrowing group
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in the availability of
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it ratings from Moody's and
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. In addition, at the end of
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ts with the Securities and
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USES OF CAPITAL

Cash flows from opera
provide both borrowin
to actively manage ac
internal investments
During the past three
companies for an aggr
The principal acquisi
purchase of the Kaute
supplier of plastic-m
Brazil-based Brazaco
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Industrias S.A., a leading maker of fasteners int®émerica. In addition, in November 1997, the @amy announced a tender offer to
acquire the capital stock of Ransomes PLC, a Uketbasjuipment manufacturer, for approximately $280am, plus the assumption of debt.
This transaction closed in early 1998.

Capital spending increased in 1997 by $69 millibime increased capital was primarily used to ineeagomotive capacity and improve
manufacturing productivity in the domestic fastgnbusinesses. 1998 capital spending is expecteditease from 1997, as a result of
anticipated investments to support increased fagjgaroduction and aircraft capacity.

In 1997, Textron repurchased 5 million shares ofiemn stock, and there are approximately 8 millioares remaining to be repurchased
under its Board authorized share repurchase pragrariron's Board of Directors has increased tisé clividend to shareholders by an
average annual compound growth rate of 12% sin®2.IBextron's Board of Directors raised the dividleper common share to $1.00 in 1997
from $.88 in 1996. Dividend payments to sharehaderl997 amounted to $202 million. This amountespnts an increase of $54 million
over 1996. Because 1997 was a 53 week fiscal pedrextron, the 1997 dividend payment amount inetufive payments as opposed to 1
when four payments were paid.

INTEREST RATE RISKS
FINANCIAL RISK

MANAGEMENT Textron's financial resul ts could be affected by

changes in U.S. and forei
of managing this risk, th
interest rate exchange ag
variable-rate debt to lon
vice versa. The overall o
interest rate risk manage
that near-term earnings c
by changes in interest ra
overall cost of debt.

The Parent Group gen
to alter the underlying i
maturity of certain varia
borrowings (and their ant
that of a fixed-rate debt
the Parent Group is able
financing at a lower cost
instruments been issued.
variable-rate the Parent
fixed-rate it paid on int
agreements increased its
$11 million in 1997, $12
million in 1995.

By adjusting the und
rate of certain variable-
fixed-pay interest rate e
Finance Group matches the
interest rates of the deb
receivables to reduce the
margins declining from in
Not all interest sensitiv
matched. Management conti
situation to ensure that
is within acceptable limi
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Canadian dollar and French franc. The Finance Gsqupmary exposures are the Canadian dollar, Aligtr dollar, French franc, British
pound and Hong Kong dollar.

Textron's Parent Group manages its foreign currempypsures primarily by funding certain foreignremcy denominated assets with
liabilities in the same currency and, as such ageexposures are naturally offset. In additionpas of managing its foreign currency
exposures, Textron enters into foreign currencwéod exchange contracts. These agreements areaffgnesed to fix the local currency cost
of purchased goods or services or selling pricesénated in currencies other than the functionatency. These contracts are also used to
hedge certain assets and liabilities denominatdéaréign currencies.

The Finance Group funds non-U.S. dollar receivabiigis debt denominated in the same currency. Howdkie amount of the Finance
Group's non-U.S. dollar receivables generally esddbe amount of debt denominated in that same eyréds such, the effect of changing
exchange rates on foreign denominated assetsabilities is reflected within the translation adjuent in stockholder's equity and is not part

of income.
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YEAR 2000 COMPUTER CONVERSION COSTS

Many computer programs, including those used bytrdexand Textron's suppliers and customers, usetam digits to identify a year, and
were not designed to handle years beginning a@891These programs, some of which are criticalterations, could fail to properly
process data that contain dates after 1999 urllegsare modified. Textron commenced a company-eftiat to substantially complete the
necessary modifications to our computer programsasly 1999. Textron also is working with its piippal suppliers and customers to ensure
that problems in their computer programs will nattemially affect Textron. The remaining cost of ¥ear 2000 remediation effort is
estimated to be between $35 million - $45 millidextron believes it is on track to resolve thisiese a timely fashion without having a
material adverse effect on its business, operatiofisancial condition.

BACKLOG

Textron's commercial backlog was $4.1 billion aBdi$illion at the end of 1997 and 1996, respebtiend U.S. government backlog was
$2.2 billion at the end of both of those years.ag for the Aircraft segment was approximately 7886 73% of Textron's commercial
backlog at the end of 1997 and 1996, respectieglgl, 71% of Textron's U.S. government backlog aetiekof both of those years.

FOREIGN MILITARY SALES

Certain Textron products are sold through the Diepamt of Defense's Foreign Military Sales Programaddition, Textron sells directly to
select foreign military organizations, primarily i@Gala. Sales under these programs totaled appra@tin®ati% of Textron's consolidated
revenues in 1997 and 4.7% in 1996. Such saleshwhatude spare parts, are made only after appafvapplicable United States
government agencies.

NEW ACCOUNTING PRONOUNCEMENTS

In 1997, the Statement of Financial Accounting 8#ads No. 131 "Disclosures about Segments of aergnige and Related Information” v
issued. This Statement establishes new standardsdorting information about operating segmentss Btatement is effective for periods
beginning after December 15, 1997. Textron is eatalg the impact of this Statement on future segmegorting.

* k% % k% %

Forward-looking Information: Certain statementshis Report, and other oral and written statemeraéide by Textron from time to time, are
forward-looking statements, including those thatdss strategies, goals, outlook or other non4fistianatters; or project revenues, income,
returns or other financial measures. These fordaolling statements are subject to risks and uniogita that may cause actual results to
differ materially from those contained in the staémts, including the following: (i) continued markiemand for the types of products and
services produced and sold by Textron, (ii) chamgegorldwide economic and political conditions aa&bociated impact on interest and
foreign exchange rates, (iii) the level of salehginal equipment manufacturers of vehicles ftickh Textron supplies parts, (iv) the
successful integration of companies acquired bytrdexand (v) changes in consumer debt levels. Tdtersent on Year 2000 Computer
Conversion Costs that appears above is subjeattrdn’s ability to complete the conversion withanexpected complications and the ak
of its suppliers and customers to successfully fgddieir own programs.
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REPORT OF

INDEPENDENT AUDITORS

We have audited the accompanying consolidated balsineets of Textron Inc. as of January 3, 1998 muember 28, 1996, and the related
consolidated statements of income, cash flows dadges in shareholders' equity for each of thestiiears in the period ended January 3,
1998. These financial statements are the respdihsilfithe Company's management. Our responsjigito express an opinion on these

Textron Inc.

financial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedbhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our

audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
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STATEMENT OF INCOME

For each of the three years in the period ended Jan uary 3, 1998 CONS OLIDATED
(In millions except per share amounts) 1997 1996 1995
REVENUES
Manufacturing sales $ 8,333 $7,179 $6,468
Finance revenues 2,211 2,095 1,985
Total revenues 10,544 9,274 8,453
COSTS AND EXPENSES
Cost of sales 6,836 5,837 5,294
Selling and administrative 1,499 1,374 1,274
Interest 726 731 791
Provision for losses on collection of finance recei vables 256 230 169
Other 279 275 235
Total costs and expenses 9,596 8,447 7,763
948 827 690
Pretax income of the Finance Group - - -
Income from continuing operations before income tax es and
distributions on preferred securities of subsidi ary trust 948 827 690
Income taxes (364) (322) (274)
Distributions on preferred securities of subsidiary trust,
net of income taxes (26) (23) -
Income from continuing operations 558 482 416
Discontinued operation, net of income taxes:
Income from operations - 16 63
Loss on disposal - (245) -
- (229) 63
NET INCOME $ 558 $ 253 $479
PER COMMON SHARE**:
BASIC:
INCOME FROM CONTINUING OPERATIONS $3.38 $2.87 $2.45
Discontinued operation - (1.36) .37
NET INCOME $3.38 $1.51 $2.82
DILUTED:
INCOME FROM CONTINUING OPERATIONS $3.29 $2.81 $2.40
Discontinued operation - (1.34) .37
NET INCOME $3.29 $1.47 $2.77

*'Parent Group" includes all entities of Textromigparily manufacturing) other than its finance sdizies. The Parent Group's investmer
Textron's finance subsidiaries is reflected on exlome basis under the equity method of accountifimmance Group" consists of Textron's
wholly-owned finance subsidiaries, AFS and TFC.dg\nificant transactions between the Parent Gemgbthe Finance Group have been
eliminated from the "Consolidated" column. The pijtes of consolidation are described in Note thevconsolidated financial statements.

**Reflects the effect of the two-for-one stock i the form of a stock dividend in May 1997.
The fiscal year-end for the Finance Group is Decan3i for all periods presented.
See notes to the consolidated financial statements.
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PARENT GROUP* FINANCE GROUP
1997 1996 1995 19 97 1996 1995
REVENUES
Manufacturing sales $8,333 $7,179 $6,468 $ - $ -3 -
Finance revenues - - - 2.2 11 2,095 1,985
Total revenues 8,333 7,179 6,468 2,2 11 2,095 1,985
COSTS AND EXPENSES
Cost of sales 6,836 5,837 5,294 - - -
Selling and administrative 829 750 671 6 70 624 603
Interest 129 148 178 5 97 583 613
Provision for losses on collection of finance recei vables - - -2 56 230 169
Other - - - 2 79 275 235
Total costs and expenses 7,794 6,735 6,143 1, 802 1,712 1,620
539 444 325 409 383 365
Pretax income of the Finance Group 409 383 365 - - -
Income from continuing operations before income tax es and
distributions on preferred securities of subsidia ry trust 948 827 690 409 383 365
Income taxes (364) (322) (274) ( 156) (149) (142)
Distributions on preferred securities of subsidiary trust,
net of income taxes (26) (23) - - - -
Income from continuing operations 558 482 416 253 234 223
Discontinued operation, net of income taxes:
Income from operations - 16 63 - - -
Loss on disposal - (245) - - - -
- (229) 63 - - -
NET INCOME $558 $253 $479 $ 253 $234 $223

*'Parent Group" includes all entities of Textromifparily manufacturing) other than its finance ddizies. The Parent Group's investmer
Textron's finance subsidiaries is reflected on e-lame basis under the equity method of accountifimance Group" consists of Textron's
wholly-owned finance subsidiaries, AFS and TFC.d\dnificant transactions between the Parent Gemgbthe Finance Group have been
eliminated from the "Consolidated" column. The pijtes of consolidation are described in Note th&oconsolidated financial statements.

The fiscal year-end for the Finance Group is Decan3i for all periods presented.
See notes to the consolidated financial statements.
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BALANCE SHEET

As of January 3, 1998 and December 28, 1996 CONSOLIDATED
(Dollars in millions) 1997 19 96
ASSETS
Cash $ 87 $ 47
Investments 844 820
Receivables - net:
Finance 10,226 9, 856
Commercial and U.S. government 920 882
11,146 10, 738
Inventories 1,349 1, 192

Investments in Finance Group -

Investment in discontinued operation -
Property, plant, and equipment - net 1,860 1, 539
Goodwill - net 1,753 1, 609
Other (including net prepaid income taxes) 1,571 1, 520
TOTAL ASSETS $18,610 $18, 235
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Accounts payable $ 963 $ 850
Accrued postretirement benefits other than pensions 799 817
Other accrued liabilities (including income taxes) 2,641 2, 556
Debt 10,496 10, 346
TOTAL LIABILITIES 14,899 14, 569
TEXTRON - OBLIGATED MANDATORILY REDEEMABLE PREFERRESECURITIES
OF SUBSIDIARY TRUST HOLDING SOLELY TEXTRON
JUNIOR SUBORDINATED DEBT SECURITIES 483 483
SHAREHOLDERS' EQUITY
Capital stock:
Preferred stock:
$2.08 Cumulative Convertible Preferred Stock, S eries A
(liquidation value - $14) 6 7
$1.40 Convertible Preferred Dividend Stock, Ser ies B
(preferred only as to dividends) 7 7
Common stock (190,689,000 and 94,456,000 shares i ssued) 24 12
Capital surplus 830 793
Retained earnings 3,362 2, 969
Other (62) 7
4,167 3, 795
Less cost of treasury shares 939 612
TOTAL SHAREHOLDERS' EQUITY 3,228 3, 183
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $18,610 $18, 235

*'Parent Group" includes all entities of Textromifparily manufacturing) other than its finance ddizies. The Parent Group's investmer
Textron's finance subsidiaries is reflected on e-lame basis under the equity method of accountifimance Group" consists of Textron's
wholly-owned finance subsidiaries, AFS and TFC.g\nificant transactions between the Parent Gemgthe Finance Group have been
eliminated from the "Consolidated" column. The pijtes of consolidation are described in Note the&aconsolidated financial statements.

The fiscal year-end for the Finance Group is Decan3i for all periods presented.
See notes to the consolidated financial statements.
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PARENT GROUP* FINANCE GROUP
1997 1996 1997 1996
ASSETS
Cash $ 30 $ 24 $ 57 $ 23
Investments - 6 844 814
Receivables - net:
Finance - - 10,226 9,860
Commercial and U.S. government 920 882 - -
920 882 10,226 9,860
Inventories 1,349 1,192 - -
Investments in Finance Group 1,620 1,600 - -
Investment in discontinued operation - 770 - -
Property, plant, and equipment - net 1,761 1,454 99 85
Goodwill - net 1,567 1,466 186 143
Other (including net prepaid income taxes) 1,311 1,263 498 484
TOTAL ASSETS $8,558 $8,657 $11,910 $11,409
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Accounts payable $812 $724 $ 152 $ 130
Accured postretirement benefits other than pensions 766 782 33 35
Other accrued liabilities (including income taxes) 2,048 1,978 830 805
Debt 1,221 1,507 9,275 8,839
TOTAL LIABILITIES 4,847 4,991 10,290 9,809

TEXTRON - OBLIGATED MANDATORILY REDEEMABLE PREFERRESECURITIES
OF SUBSIDIARY TRUST HOLDING SOLELY TEXTRON
JUNIOR SUBORDINATED DEBT SECURITIES 483 483 - -

SHAREHOLDERS' EQUITY
Capital stock:
Preferred stock:

$2.08 Cumulative Convertible Preferred Stock, Ser ies A
(liquidation value - $14) 6 7 - -
$1.40 Convertible Preferred Dividend Stock, Serie sB
(preferred only as to dividends) 7 7 - -
Common stock (190,689,000 and 94,456,000 shares i ssued) 24 12 1 1
Capital surplus 830 793 843 800
Retained earnings 3,362 2,969 819 787
Other (62) 7 (43) 12
4,167 3,795 1,620 1,600
Less cost of treasury shares 939 612 - -
TOTAL SHAREHOLDERS' EQUITY 3,228 3,183 1,620 1,600
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $8,558 $8,657 $11,910 $11,409

*'Parent Group" includes all entities of Textromigparily manufacturing) other than its finance sdizies. The Parent Group's investmer
Textron's finance subsidiaries is reflected on exlome basis under the equity method of accountifmmance Group” consists of Textron's
wholly-owned finance subsidiaries, AFS and TFC.g\nificant transactions between the Parent Gemgbthe Finance Group have been
eliminated from the "Consolidated" column. The pijtes of consolidation are described in Note thevconsolidated financial statements.

The fiscal year-end for the Finance Group is Decan3t for all periods presented.
See notes to the consolidated financial statements.
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STATEMENT OF CASH FLOWS

For each of the three years in the period ended Jan uary 3, 1998 CONSOLIDATED
(In millions) 1997 1996 1995
CASH FLOWS FROM OPERATING ACTIVITIES:

Income from continuing operations $ 558 $ 482 $ 416
Adjustments to reconcile income from continuing ope rations to

net cash provided by operating activities:
Undistributed earnings of Finance Group - - -
Depreciation 266 223 195

Amortization 169 164 147
Provision for losses on receivables 258 233 172
Deferred income taxes 76 11 28
Changes in assets and liabilities excluding th ose related
to acquisitions and divestitures:
Decrease (increase) in commercial and U.S . government
receivables 44 (33) (40)
Increase in inventories (89) (33) (28)
Decrease (increase) in other assets (95) (125) 25
Increase (decrease) in accounts payable 30 79 54
Increase (decrease) in accrued liabilitie s (86) 57 (96)
Other - net (68) (82) 35
NET CASH PROVIDED BY OPERATING ACTIVITIES 1,063 976 908
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investments (288) (293) (188)
Proceeds from disposition of investments 402 204 96
Maturities and calls of investments 90 50 55
Finance receivables:
Originated or purchased (8,394) (6,890) (6,237)
Repaid or sold 7,708 6,310 5,731
Proceeds on sales of securitized assets 373 - -
Cash used in acquisitions (449) (224) (252)
Proceeds from sales of businesses 549 180 -
Capital expenditures (412) (343) (279)
Other investing activities - net 45 25 30
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES (376) (981) (1,044)
CASH FLOWS FROM FINANCING ACTIVITIES:
Increase (decrease) in short-term debt 131 240 (253)
Proceeds from issuance of long-term debt 2,730 2,089 2,984
Principal payments on long-term debt (3,016) (2,438) (2,347)
Issuance of Textron - obligated mandatorily redeema ble
preferred securities of subsidiary trust holding solely
Textron junior subordinated debt securities - 483 -
Proceeds from exercise of stock options 38 42 42
Purchases of Textron common stock (299) (266) (100)
Purchases of Textron common stock from Paul Revere (29) (34) (22)
Dividends paid (202) (148) (133)

Dividends paid to Parent Group - -
Capital contributions to Finance Group - - R

NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES (647) (32) 171
NET INCREASE (DECREASE) IN CASH 40 (37) 35
Cash at beginning of year 47 84 49
Cash at end of year $87 $47 $84
SUPPLEMENTAL INFORMATION:

Cash paid during the year for interest $ 735 $723 $ 765
Cash paid during the year for income taxes 266 278 276

*'Parent Group" includes all entities of Textromigparily manufacturing) other than its finance sdizies. The Parent Group's investmer
Textron's finance subsidiaries is reflected on exlome basis under the equity method of accountiRmmance Group" consists of Textron's
wholly-owned finance subsidiaries, AFS and TFC.g\nificant transactions between the Parent Gemgbthe Finance Group have been
eliminated from the "Consolidated" column. The pijtes of consolidation are described in Note the&aconsolidated financial statements.

The fiscal year-end for the Finance Group is Decan3t for all periods presented.
See notes to the consolidated financial statements.
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PARENT GROUP* F INANCE GROUP
1997 1996 1995 1997 1996 1995
CASH FLOWS FROM OPERATING ACTIVITIES:
Income from continuing operations $ 558 $ 482 $ 416 $ 253 $ 234 $ 223
Adjustment to reconcile income from continuing oper ations to
net cash provided by operating activities:
Undistributed earnings of Finance Group (32) (110) (106) - - -
Depreciation 243 202 175 23 21 20
Amortization 56 54 46 113 110 101
Provision for losses on receivables 2 3 3 256 230 169
Deferred income taxes 61 5 18 15 6 10
Changes in assets and liabilities excluding tho se related
to acquisitions and divestitures:
Decrease (increase) in commercial and U.S. government
receivables 44 (33) (40) - - -
Increase in inventories (89) (33) (28) - - -
Decrease (increase) in other assets (54) (123) 49 (29) (11) (1)
Increase (decrease) in accounts payable 70 66 58 (54) 20 (28)
Increase (decrease) in accrued liabilities (98) 70 (116) 12 (15) 9)
Other - net 8 ) 61 (78) (75)  (27)
NET CASH PROVIDED BY OPERATING ACTIVITIES 769 576 536 511 520 458

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investments

Proceeds from disposition of investments 251 30 151 198 66
Maturities and calls of investments - - - 90 50 55
Finance receivables:

Originated or purchased - - - (8,394) (6,890) (6,237)

Repaid or sold - - - 7,712 6,314 5,762

Proceeds on sales of securitized assets - - - 373 - -
Cash used in acquisitions (364) (216) (212) (85) (8) (40)
Proceeds from sales of businesses 549 180 - - - -
Capital expenditures (366) (309) (256) (46) (34) (23)
Other investing activities - net 34 28 10 11 3) 20

NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:

Increase (decrease) in short-term debt

Proceeds from issuance of long-term debt

Principal payments on long-term debt

Issuance of Textron - obligated mandatorily redeema
preferred securities of subsidiary trust holding
Textron junior subordinated debt securities

Proceeds from exercise of stock options

Purchases of Textron common stock

Purchases of Textron common stock from Paul Revere

Dividends paid

- (B (9 (288
6

104 (316) (437) (476)

4 (48) (15) 127
1,612 905 1,147 1,118
(1,951) (1,226) (982) (1,065)

- 483 - .

38 42 42 -
(299) (266) (100) -
(29)  (34) (22 -
(202) (148) (133) -

Dividends paid to Parent Group - - (221) (124) (117)
Capital contributions to Finance Group (40) - - 40 - -
NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES (867) (292) (63) (1) 136 117
NET INCREASE (DECREASE) IN CASH 6 (32) 36 34 (5) (1)
Cash at beginning of year 24 56 20 23 28 29
Cash at end of year $ 30 $ 24 $ 56 $ 57 $ 23 $ 28
SUPPLEMENTAL INFORMATION:
Cash paid during the year for interest $ 140 $ 140 $ 161 $ 595 $ 583 $ 604
Cash paid during the year for income taxes 112 142 131 154 136 145

*'Parent Group" includes all entities of Textromigparily manufacturing) other than its finance sdizies. The Parent Group's investmer
Textron's finance subsidiaries is reflected on exlome basis under the equity method of accountifmmance Group" consists of Textron's
wholly-owned finance subsidiaries, AFS and TFC.d\dnificant transactions between the Parent Gemgbthe Finance Group have been
eliminated from the "Consolidated" column. The pijtes of consolidation are described in Note thevconsolidated financial statements.

The fiscal year-end for the Finance Group is Decan3t for all periods presented.

See notes to the consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

SHARES OUTSTANDING* DOLLARS
(In thousands) (In millions)

For each of the three years in the
period ended January 3, 1998 1 997 1996 1995 1997 1996 1995
$2.08 PREFERRED STOCK
Beginning balance 243 267 297 $ 7 $ 8 $ 9
Conversion to common stock (42) (24) (30) (1) 1) 1)
Ending balance 201 243 267 $ 6 $ 7 $ 8
$1.40 PREFERRED STOCK
Beginning balance 107 118 126 $ 7 $ 7 $ 7
Conversion to common stock (15) (11) (8) - - -
Ending balance 92 107 118 $ 7 $ 7 $ 7
COMMON STOCK
Beginning balance 82, 809 84,935 85,497 $ 12 $ 12 $ 12
Purchases 4, 103) (3,193) (1,734) - - -
Stock dividend declared 82, 397 - - 12 - -
Conversion of preferred stock to

common stock 166 71 81 - - -
Exercise of stock options 1, 066 923 1,091 - - -
Other issuances of common stock 8 73 - - - -
Ending balance 162, 343 82,809 84,935 $ 24 $ 12 $ 12

CAPITAL SURPLUS

Beginning balance $ 793 $ 750 $ 702
Conversion of preferred stock to common stock 1 1 1
Exercise of stock options and other issuances 48 48 47
Stock dividend declared (12) - -
Purchases of common stock - (6) -
Ending balance $ 830 $ 793 $ 750
RETAINED EARNINGS
Beginning balance $2,969 $2,864 $2,518
Net income 558 253 479
Dividends declared:

Preferred stock (1) 1) 1)

Common stock (per share: $1.00 in 1997;

$.88in 1996; and $.78 in 1995) (164) (147) (132)

Ending balance $3,362 $2,969 $2,864
TREASURY STOCK
Beginning balance $ 612 $ 358 $ 258
Purchases of common stock 328 259 100
Issuance of common stock (1) 5) -
Ending balance $ 939 $ 612 $ 358
OTHER
Beginning balance $ 7 $ 129 $ (108)
Currency translation adjustment (73) 35 5
Securities valuation adjustment 4 (155) 216**
Pension liability adjustment - 2) 3
Shares allocated to ESOP participants' accounts - - 13
Ending balance $ (62) $ 7 $ 129

*Shares issued at the end of 1997, 1996, 19951884 were as follows (in thousands): $2.08 Prefert270; 312; 336; and 366 shares,
respectively; $1.40 Preferred - 579; 594; 604; @8l shares, respectively; Common - 190,689; 94,438:62; and 92,284 shares,
respectively.

**Includes net unrealized gains relating to thensfer of all of Paul Revere's debt securities ftomheld to maturity category to the available
for sale category of its investment portfolio ($188lion) partially offset by an adjustment to defsd policy acquisition costs ($73 million).

See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

follows:

1. FINANCIAL STATEMENT SUMMARY OF SIGNIFICANT A CCOUNTING POLICIES

PRESENTATION
SIGNIFICANT ACCOUNTING P
LETTERS AS AN INTEGRAL P
FINANCIAL STATEMENTS TO

NATURE OF OPERATIONS AND

Textron is a global mult
manufacturing and financ
and 59 for a description
products. Its principal
segments in order of the
and the major locations

SEGMENT PRINCIPAL MARKETS

AIRCRAFT - Commercial and military helicopter

- Business jets

- General aviation

- Overnight express package carriers
- Commuter airlines, relief flights,

AUTOMOTIVE - Automotive original equipment manu

INDUSTRIAL - Fastening systems: automotive, el

other OEMs, distributors, and cons
- Industrial components: commercial
- Golf and turf-care products: golf
communities, and commercial and in
- Fluid and power systems: original
distributors, and end-users of a w

FINANCE - Consumer loans

- Commercial loans

The consolidated fin
accounts of Textron and
wholly-owned subsidiarie
intercompany transaction
is reflected as a discon
1995.

Textron consists of
Textron Parent Company B
and Textron's finance su
The Parent Group consist
(primarily manufacturing
finance subsidiaries, wh
one-line basis under the
The Finance Group consis
(AFS) and Textron Financ

The preparation of f
conformity with generall
principles requires mana
assumptions that affect
statements and accompany
actual results could dif

2. ACQUISITIONS AND ACQUISITIONS
DISPOSITIONS

In 1997, Textron acquire
Group, a worldwide suppl
fuel tanks and other aut
systems for approximatel
includes the assumption
Textron acquired Brazil-
Industrias, S.A., South

of fasteners. The purcha
is payable on or before
acquisitions made in 199
approximately $170 milli

OLICIES APPEAR IN CAPITAL
ART OF THE NOTES TO THE
WHICH THE POLICIES RELATE.

PRINCIPLES OF CONSOLIDATION

i-industry company with

e operations. See pages 58
of Textron's principal
markets (listed within
amount of 1997 revenues)
of such markets are as

MAJOR LOCATIONS

s - North America
- Asia/Pacific
- South America
- Western Europe
tourism, and freight

facturers and their suppliers - North America
- Western Europe

ectronics, aerospace, - North America
umers - Western Europe
aerospace and defense - Asia/Pacific
courses, resort - South America
dustrial users

equipment manufacturers,

ide variety of products

- North America
- Asia/Pacific
- Western Europe

ancial statements include the
all of its majority- and

s. All significant

s are eliminated. Paul Revere
tinued operation for 1996 and

two borrowing groups - the
orrowing Group (Parent Group)
bsidiaries (Finance Group).

s of all entities of Textron

) other than its wholly-owned
ich are included on a

equity method of accounting.
ts of Avco Financial Services
ial Corporation (TFC).

inancial statements in

y accepted accounting

gement to make estimates and
the amounts reported in these
ing notes. Consequently,

fer from such estimates.

d Germany-based Kautex
ier of blow-molded plastic
omotive components and
y $350 million, which

of debt. In addition,
based Brazaco Mapri
America's leading maker
se price of $70 million
March 31, 1998. Smaller
7 aggregated

on.



In November 1997, T
offer to acquire the cap
a UK-based equipment man
$230 million, plus the a
transaction closed in ea

41

extron announced a tender

ital stock of Ransomes PLC,
ufacturer, for approximately
ssumption of debt. This

rly 1998.



1997 TEXTRON ANNUAL REPORT

In 1996, Textron acquired Valois Industries (rendmextron Industries, S.A.S.), a France-based naatuifer of engineered fastening
systems for approximately $240 million, which imbés the assumption of debt. Other acquisitions rmai896 aggregated approximately
$130 million.

In 1995, Textron acquired Elco Industries, Fridglvesner GmbH and the stock of HFC of Australia fod.an aggregate of approximately
$300 million.

The acquisitions were accounted for as purchasgtaerordingly, the results of operations of eacjuaed company are included in the
statement of income from the date of acquisition.

REPORTED AT ESTIMATED FA
AND LOSSES RELATED TO TH
APPLICABLE INCOME TAXES,
COMPONENT OF SHAREHOLDER
OR LOSSES RESULTING FROM
INVESTMENTS ARE INCLUDED
SIGNIFICANT FOR ALL YEAR
SECURITIES SOLD IS DETER
SPECIFIC IDENTIFICATION

The amortized cost a
investments at the end o

DISPOSITIONS

In 1997, Textron complet ed the sale of its 83.3%
owned subsidiary, the Pa ul Revere Corporation to
Provident Companies, Inc . Net proceeds to Textron
after adjustments and co ntingent payments were
approximately $800 milli on (which included the value
of shares of Provident ¢ ommon stock subsequently sold
for $245 million). In 19 96, the Parent Group sold,
for no gain or loss, its Aerostructures division for
$180 million in cash plu s a subordinated note.

3. INVESTMENTS SECURITIES CLASSIFIED AS AVAILABLE FOR SALE ARE

IR VALUE. UNREALIZED GAINS
ESE SECURITIES, NET OF

ARE REPORTED AS A SEPARATE
S' EQUITY. NET REALIZED GAINS
SALES OR CALLS OF

IN REVENUES AND ARE NOT

S PRESENTED. THE COST OF
MINED PRIMARILY USING THE
METHOD.

nd estimated fair value of

f 1997 and 1996 were as

follows:

GROSS GROSS
AMORT IZED UNREALIZED UNREALIZED ESTIMATED
(In millions) COST GAINS LOSSES FAIR VALUE

JANUARY 3, 1998
Securities available for sale:
Obligations of U.S. and foreign governments

and government agencies $240 $10 $1 $249
Public utility securities 41 1 - 42
Corporate securities 330 7 1 336
Mortgage-backed securities 195 2 - 197
Marketable equity securities 18 1 - 19
$824 $21 $2 843
Other investments, at cost (estimated fair value: $1) 1
$844
December 28, 1996
Securities available for sale:
Obligations of U.S. and foreign governments
and government agencies $227 $10 $1 $236
Public utility securities 53 1 - 54
Corporate securities 315 4 2 317
Mortgage-backed securities 180 1 1 180
Marketable equity securities 23 2 - 25
$798 $18 $4 812
Other investments, at cost (estimated fair value: $8) 8
$820
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The amortized cost and estimated fair value of debtrrities at the end of 1997, grouped by contedchaturity date, were as follows:

(In millions)

Due in 1998

Due 1999 to 2002
Due 2003 to 2007
Due after 2007

A MORTIZED
COST

es

ESTIMATED
FAIR VALUE

4. FINANCE RECEIVABLES

THE INTEREST METHOD. DIR
AND FEES RECEIVED ARE DE
THE LOANS' CONTRACTUAL L
INTEREST INCOME IS SUSPE
ARE CONTRACTUALLY DELINQ
MONTHS (COMMERCIAL) OR T
ACCRUAL OF INTERESTON C
AND SUSPENDED INTEREST |
LOANS BECOME CONTRACTUAL
INCOME ON DELINQUENT CON
WHEN COLLECTED.

FINANCE RECEIVABLES
DETERMINED TO BE UNCOLLE
CONSUMER RECEIVABLES FOR
A FULL CONTRACTUAL PAYME
SIX CONSECUTIVE MONTHS A
RECEIVABLES, PRIMARILY C
AND CONSUMER REAL ESTATE
THE FAIR VALUE OF THE RE
ESTIMATED COSTS TO SELL)
REPOSSESSED OR WHEN NO P
SIX MONTHS, UNLESS MANAG
COLLECTIBLE. FORECLOSED
REPOSSESSED ASSETS ARE T
RECEIVABLES TO OTHER ASS
VALUE (LESS ESTIMATED CO
OUTSTANDING LOAN BALANCE

PROVISIONS FOR LOSSE
CHARGED TO INCOME IN AMO
THE ALLOWANCE AT A LEVEL
LOSSES IN THE EXISTING R
MANAGEMENT EVALUATES THE
CURRENT DELINQUENCIES, T
EXISTING ACCOUNTS, HISTO
VALUE OF THE UNDERLYING
ECONOMIC CONDITIONS AND

The maximum term of
installment contracts is
90% of the contracts hav
less. Consumer real esta
of 15 years. Nonearning
million at the end of 19
of 1996).

Commercial installme
terms ranging from one t
estate loans have initia
five years. Finance leas
12 years. Leveraged leas
approximately 30 years.
receivables generally ma
Nonearning commercial lo
end of 1997 ($91 million

INTEREST INCOME IS RECOG

NIZED IN REVENUES USING
ECT LOAN ORIGINATION COSTS
FERRED AND AMORTIZED OVER
IVES. THE ACCRUAL OF

NDED FOR ACCOUNTS WHICH
UENT BY MORE THAN THREE
HREE PAYMENTS (CONSUMER).
OMMERCIAL LOANS RESUMES
NCOME IS RECOGNIZED WHEN
LY CURRENT. INTEREST
SUMER LOANS IS RECOGNIZED

ARE WRITTEN OFF WHEN THEY ARE
CTIBLE, BUT IN ANY EVENT, ALL
WHICH AN AMOUNT AGGREGATING
NT HAS NOT BEEN RECEIVED FOR
RE WRITTEN OFF. FINANCE
OMMERCIAL FINANCE RECEIVABLES
LOANS, ARE WRITTEN DOWN TO
LATED COLLATERAL (LESS

WHEN THE COLLATERAL IS
AYMENT HAS BEEN RECEIVED FOR
EMENT DEEMS THE LOANS

REAL ESTATE LOANS AND
RANSFERRED FROM FINANCE

ETS AT THE LOWER OF FAIR

STS TO SELL) OR THE

S ON FINANCE RECEIVABLES ARE
UNTS SUFFICIENT TO MAINTAIN
CONSIDERED ADEQUATE TO COVER
ECEIVABLE PORTFOLIO.
ALLOWANCE BY EXAMINING

HE CHARACTERISTICS OF THE
RICAL LOSS EXPERIENCE, THE
COLLATERAL, AND GENERAL
TRENDS.

consumer loans and retail

ten years, but approximately
e terms of four years or

te loans have a maximum term
consumer loans were $132

97 ($141 million at the end

nt contracts have initial

0 12 years. Commercial real
| terms ranging from three to
es have initial terms up to
es have initial terms up to
Floorplan and other

ture within one year.

ans were $92 million at the
at the end of 1996).
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charges, were $7.3 billi
and 1996, respectively.
ratio of cash collection
was approximately 73% an
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FINANCE RECEIVABLES

CONTRACTUAL MATURITIES LESS OUTSTANDING
FINANCE s
(In millions) 1998 1999 After 1999 CHARGES 1997 1996
CONSUMER:
Consumer loans $1,728 $1,193  $1,303 $1,202 $3,022 $3,206
Real estate loans 599 488 3,509 2,201 2,395 2,547
Retail installment contr acts 1,074 434 425 511 1,422 1,209
3,401 2,115 5,237 3,914 6,839 6,962
COMMERCIAL:
Installment contracts 360 244 734 158 1,180 1,211
Real estate loans 57 54 236 2 345 402
Finance leases 291 245 517 130 923 847
Leveraged leases 10 33 570 283 330 327
Floorplan and other
receivables 820 157 284 66 1,195 673
1,538 733 2,341 639 3,973 3,460
$4,939 $2,848  $7,578 $4,553 10,812 10,422
Less allowance for credi t
losses 315 293
Less finance-related
insurance reserves and claims 271 273
$10,226 $9,856
Textron had both fix ed-rate and variable-rate
loan commitments totalin g $735 million at year-end
1997. Because interest r ates on these commitments are
not set until the loans are funded, Textron is not
exposed to interest rate changes.
A portion of TFC's b usiness involves financing
the sale and lease of Te xtron products. In 1997,
1996, and 1995, TFC paid Textron $736 million, $663
million, and $461 millio n, respectively, for
receivables and operatin g lease equipment. Operating
agreements with Textron specify that TFC generally
has recourse to Textron with respect to these
purchases. At year-end 1 997, finance receivables and
operating lease equipmen t of $519 million and $90
million, respectively, ( $713 million and $86 million,
respectively, at year-en d 1996) were due from Textron
or subject to recourse t o Textron.
5. INVENTORIES INVENTORIES ARE CARRIED AT THE LOWER OF COST OR
MARKET.
J ANUARY 3, December 28,
(In millions) 1998 1996
Finished goods $ 454 $ 364
Work in process 675 769
Raw materials 366 259
1,495 1,392
Less progress payments a nd customer deposits 146 200

Inventories aggregating $894 million at year-ené7.8nd $848 million at year-end 1996 were valuethbylast-in, first-out (LIFO) method.
(Had such LIFO inventories been valued at currests; their carrying values would have been apprately $159 million and $143 million
higher at those respective dates.) The remainvgnitories, other than those related to certain-tengy contracts, are valued generally by the
first-in, first-out method.

Inventories related to long-term contracts, ngtrofgress payments and customer deposits, wereriilhioh at year-end 1997 and $181
million at yea-end 1996
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6. LONG-TERM
CONTRACTS

7. PROPERTY, PLANT,
AND EQUIPMENT

(In millions)

At cost:

Land and buildings
Machinery and equipment

Less accumulated depreci
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SALES UNDER FIXED-PRICE

RECORDED AS DELIVERIES A
FIXED-PRICE CONTRACTS PR
DELIVERY AFTER A LENGTHY
SIGNIFICANT COSTS ARE IN
SIGNIFICANT AMOUNT OF DE
RELATION TO TOTAL CONTRA
THOSE CONTRACTS AND ALL
CONTRACTS ARE RECORDED A
SALES UNDER THE V-22 PRO
U.S. GOVERNMENT, WHICH P
COST-REIMBURSEMENT-TYPE
COSTS-ARE INCURRED.

CERTAIN CONTRACTS ARE
INCENTIVE FEES. INCENTIV
ESTIMATING REVENUES AND
RECORDED WHEN THESE AMOU
DETERMINED. LONG-TERM CO
ESTIMATES OF TOTAL SALES
COMPLETION. SUCH ESTIMAT
PERIODICALLY THROUGHOUT
TO CONTRACT PROFITS ARE
ARE MADE. ESTIMATED CONT
IDENTIFIED.

Long-term contract r
and year-end 1996 totale
million, respectively. T
$56 million, respectivel
accrued profits that had
billing criteria. Long-t
not include significant
due to contractual retai
subject to collection un

THE COST OF PROPERTY, PL
DEPRECIATED BASED ON THE
LIVES.

CONTRACTS ARE GENERALLY
RE MADE. CERTAIN LONG-TERM
OVIDE FOR THE PERIODIC
PERIOD OF TIME OVER WHICH
CURRED OR REQUIRE A
VELOPMENT EFFORT IN

CT VOLUME. SALES UNDER
COST-REIMBURSEMENT-TYPE
S COSTS ARE INCURRED.
DUCTION CONTRACT WITH THE
RESENTLY IS A

CONTRACT, ARE RECORDED AS

AWARDED WITH FIXED-PRICE

E FEES ARE CONSIDERED WHEN
PROFIT RATES, AND ARE

NTS ARE REASONABLY

NTRACT PROFITS ARE BASED ON
VALUE AND COSTS AT

ES ARE REVIEWED AND REVISED
THE CONTRACT LIFE. REVISIONS
RECORDED WHEN THE REVISIONS
RACT LOSSES ARE RECORDED WHEN

eceivables at year-end 1997
d $146 million and $127

his includes $111 million and
y, of unbilled costs and

not yet met the contractual
erm contract receivables do
amounts (a) billed but unpaid
nage provisions or (b)
certainty.

ANT, AND EQUIPMENT IS
ASSETS' ESTIMATED USEFUL

ation

ANUARY 3, December 28,
1998 1996
$844 $ 753
2,843 2,450
3,687 3,203
1,827 1,664

8.GOODWILL

GOODWILL IS AMORTIZE
METHOD. GOODWILL RELATE
OPERATIONS IS AMORTIZED
GOODWILL RELATED TO FINA
IS AMORTIZED OVER 25 YEA
of goodwill totaled $465
and $404 million at Dece

GOODWILL IS PERIODIC
BY COMPARING THE CARRYIN
FUTURE UNDISCOUNTED CASH
ACQUIRED. IF THIS REVIEW
NOT RECOVERABLE, THE CAR
REDUCED TO FAIR VALUE.
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million at January 3, 1998

mber 28, 1996.
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FLOWS OF THE BUSINESSES
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9. DEBT AND CREDIT At the end of 1997 and 1996, detnsisted of the FACILITIES following:

JAN UARY 3, December 28,
(In millions) 1998 1996
PARENT GROUP:
Senior:
Borrowings under or supp orted by long-term credit facilities* $ 375 $ 878
Medium-term notes; due 1 999 to 2011 (average rate - 9.54%) 229 291
6.63% - 10.04%; due 2001 to 2022 405 209
Other notes (average rat e - 6.99%) 182 100
Total senior 1,191 1,478
Subordinated - 8.86% - 8 .97%; due 1998 to 1999 30 29
Total Parent Group 1,221 1,507
FINANCE GROUP:
Senior:
Borrowings under or supp orted by credit facilities** 4,248 3,781
3.74% - 5.92%; due 1998 to 2002 1,917 1,181
6.00% - 6.99%; due 1998 to 2002 579 1,330
7.00% - 8.96%; due 1998 to 2001 1,603 1,595
9.01% - 10.86%; due 1998 28 29
Variable rate notes; due 1998 to 2001 (average rate - 6.11%) 900 923
Total Finance Group 9,275 8,839
Total debt $10,496 $10,346

*The weighted average interest rates on these Wirgs, before the effect of interest rate exchaamyeements, were 4.8%, 5.0%, and 6.1
yearend 1997, 1996, and 1995, respectively. Comparalds during the years 1997, 1996, and 1995 wéfé,4.0%, and 6.1%,
respectively.

**The weighted average interest rates on theseohongs, before the effect of interest rate exchaagyeements, were 5.7%, 5.5%, and 6.3%
at year-end 1997, 1996, and 1995, respectively.faoable rates during the years 1997, 1996, and W@9& 5.5%, 5.8%, and 6.4%,
respectively.

The following table shows required payments an#lisgfund requirements during the next five yearslebt outstanding at the end of 1997.
The payments schedule excludes amounts that mayrgepayable under credit facilities and revolvingdit agreements.

(In millions) 1998 1999 2000 2001 200 2
Parent Group $ 97 $ 58 $ 53 $138 $ 29
Finance Group 1,300 1,321 1,701 420 2 85

$1,397 $1,379 $1,754 $558 $3 14

The Parent Group maintains credit facilities wietrisus banks for both short- and long-term borr@sirirhe Parent Group has a $1.5 billion
domestic credit agreement with 33 banks availabla @ully revolving basis until July 1, 2002. Atgreend 1997, $1.4 billion of the credit
facility was not used or reserved as support fonroercial paper or bank borrowings. Textron alsothasfive-year multi-currency credit
agreements with 25 banks for $700 million for dseign operations; $445 million was available aryend 1997.

The Finance Group has lines of credit with varibaeks aggregating $5.2 billion at year-end 199Whith $374 million was not used or
reserved as support for commercial paper or banloiings. Lending agreements limit the Finance @onet assets available for cash
dividends and other payments to the Parent Groappooximately $475 million of the Finance Groupes assets of $1.6 billion at year-end
1997. The Finance Group's loan agreements alsaiogmtovisions regarding additional debt, creatbtiens or guarantees, and the making
of investments.
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10. DERIVATIVES AND
FOREIGN CURRENCY
TRANSACTIONS
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The Parent Group has
maintain certain minimum
performance. No payments
necessary in 1997, 1996,
these standards.

INTEREST RATE EXCHANGE A

Interest rate exchange a
manage interest rate ris
variable-rate debt to fi
These agreements involve
interest for variable-ra
the agreement without th
amount. INTEREST RATE EX
ACCOUNTED FOR ON THE ACC
DIFFERENTIAL TO BE PAID
CURRENTLY AS AN ADJUSTME
SOME AGREEMENTS THAT
FIXED-RATE INTEREST ARE
LONG-TERM VARIABLE-RATE
IS DESIGNATED AGAINST EX
THROUGH MATURITY AND THE
TEXTRON CONTINUOUSLY MON
BORROWINGS TO MAINTAIN T
THE NOTIONAL AMOUNT OF T
IT IS NOT PROBABLE VARIA
CONTINUOUSLY EXCEED THE
DESIGNATED AGREEMENTS, T
AND THE ASSOCIATED GAIN
PREMIUMS PAID TO TERMINA
HEDGES ARE DEFERRED AND
REMAINING TERM OF THE OR
IF THE UNDERLYING DEBT |
UNAMORTIZED PREMIUMS ARE
TO THE GAIN OR LOSS ASSO
EXTINGUISHMENT.
During 1997, the Fin
of interest rate exchang
Interest rate exchange a
end of 1997 and 1996 had
terms of 1.5 years and 3
the Parent Group and 1.4
respectively, for the Fi
effectively fix the rate

agreed to cause TFC to
levels of financial

from the Parent Group were
or 1995 for TFC to meet

GREEMENTS

greements are used to help

k by converting certain

xed-rate debt and vice versa.

the exchange of fixed-rate

te amounts over the life of

e exchange of the notional

CHANGE AGREEMENTS ARE

RUAL BASIS WITH THE

OR RECEIVED RECORDED

NT TO INTEREST EXPENSE.
REQUIRE THE PAYMENT OF
DESIGNATED AGAINST SPECIFIC
BORROWINGS, WHILE THE BALANCE
ISTING SHORT-TERM BORROWINGS
IR ANTICIPATED REPLACEMENTS.
ITORS VARIABLE-RATE

HE LEVEL OF BORROWINGS ABOVE
HE DESIGNATED AGREEMENTS. IF
BLE-RATE BORROWINGS WILL
NOTIONAL AMOUNT OF THE

HE EXCESS IS MARKED TO MARKET
OR LOSS RECORDED IN INCOME.
TE AGREEMENTS DESIGNATED AS
AMORTIZED TO EXPENSE OVER THE
IGINAL LIFE OF THE CONTRACT.

S THEN PAID EARLY,

RECOGNIZED AS AN ADJUSTMENT
CIATED WITH THE DEBT'S

ance Group had $640 million

e agreements go into effect.
greements in effect at the
weighted average remaining
.2 years, respectively, for
years and 1.2 years,

nance Group. Agreements that
of interest on variable-rate

borrowings are summarized as follows:

JANUARY 3, 1998 December 28, 1996

EXCHANGE AGREEMENTS*
Weighted
Notional average
amount interest rate

FIXED-PAY INTEREST RATE
Weighted

Notional average

amount interest rate

(Dollars in millions)

Parent Group $ 275* 9.01% $ 453 8.53%
Finance Group 1,575%** 6.96 1,443 7.50
$1,850 7.27 $1,896 7.75

* During 1997, the Parent Group and Finance
Group also entered into variable-pay interest
rate exhange agreements for $200 million and
$150 million, respectively, which were
designated against specific long-term
fixed-rate notes. These agreements effectively
adjusted the rate of interest on certain
long-term fixed-rate notes to 6.2% from 6.6%
for the Parent Group and to 4.8% from 5.5% for
the Finance Group as of year-end.

** The Parent Group's fixed-pay interest rate
exchange agreements were designated against
existing and anticipated short-term
variable-rate borrowings. These agreements
effectively adjusted the average rate of
interest on short-term variable-rate notes to



7.0% from 4.8%. The interest rate exchange
agreements in effect at the end of 1997 expire
as follows: $100 million (8.7%) in 1998; $25
million (7.2%) in 1999; $150 million (9.4%) in
2000.

*** $450 million of the Finance Group's interest
rate exchange agreements were designated
against specific long-term variable-rate notes
and the balance against existing short-term
variable-rate borrowings or their anticipated
replacements. These agreements effectively
adjusted the average rate of interest on
long-term variable-rate notes to 6.3% from
6.1% and on short-term variable-rate

borrowings to 5.8% from 5.6%. The fixed-pay intém@ge exchange agreements in effect at the ed@®7 expire as follows: $563 million
(7.3%) in 1998; $708 million (6.7%) in 1999; $268limn (6.9%) in 2000; $10 million

(6.7%) in 2001; and $26 million (6.9%)

thereafter.

Textron had minimal exposure to loss from nonpenfamce by the counterparties to its interest ratha&xge agreements at the end of 1997,
and does not anticipate nonperformance by countépan the periodic settlements of amounts d@xtrbn currently minimizes this
potential for risk by entering into contracts exxuely with major, financially sound
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counterparties having no less than a long-term batidg of "A," by continuously monitoring the Caenparties' credit ratings, and by
limiting exposure with any one financial institutioThe credit risk generally is limited to the ambhy which the counterparties' contractual
obligations exceed Textron's obligations to thenterparty.

TRANSLATION OF FOREIGN CURRENCIES, FOREIGN EXCHANGE
TRANSACTIONS AND FOREIGN CURRENCY EXCHANGE CONTRACT S

FOREIGN CURRENCY DENOMINATED ASSETS AND LIABILITIEARE TRANSLATED INTO U.S. DOLLARS WITH THE
ADJUSTMENTS FROM THE CURRENCY RATE CHANGES BEING RDRDED IN THE CURRENCY TRANSLATION
ADJUSTMENT ACCOUNT IN SHAREHOLDERS' EQUITY UNTIL TH RELATED FOREIGN ENTITY IS SOLD OR
SUBSTANTIALLY LIQUIDATED. NON-U.S. DOLLAR FINANCING TRANSACTIONS ARE USED TO EFFECTIVELY HEDGE
LONG-TERM INVESTMENTS IN FOREIGN OPERATIONS WITH TEHHSAME CORRESPONDING CURRENCY. FOREIGN
CURRENCY GAINS AND LOSSES ON THE HEDGE OF THE LONIERM INVESTMENTS ARE RECORDED IN THE CURRENCY
TRANSLATION ADJUSTMENT WITH THE OFFSET RECORDED ASN ADJUSTMENT TO THE NON-U.S. DOLLAR FINANCING
LIABILITY.

FORWARD EXCHANGE CONTRACTS ARE USED TO HEDGE CERTMFOREIGN CURRENCY TRANSACTIONS AND CERTAIN
FIRM SALES AND PURCHASE COMMITMENTS DENOMINATED INFOREIGN CURRENCIES. GAINS AND LOSSES FROM
CURRENCY RATE CHANGES ON HEDGES OF FOREIGN CURRENTRANSACTIONS ARE RECORDED CURRENTLY IN
INCOME. GAINS AND LOSSES RELATING TO THE HEDGE ORHE FIRM SALES AND PURCHASE COMMITMENTS ARE

INCLUDED IN THE MEASUREMENT OF THE UNDERLYING TRANBCTIONS WHEN THEY

OCCUR. Foreign exchange
income have not been mat
Forward exchange con
denominated in Canadian
French francs, totaling
and $124 million were ou
and 1996, respectively.
relating to these contra
contracts' fair value at

11. TEXTRON-OBLIGATED In 1996, a trust sponsor

MANDATORILY Textron issued preferred

REDEEMABLE (for $500 million) and s
PREFERRED securities to Textron (f
SECURITIES OF proceeds of which were i

SUBSIDIARY TRUST $515.5 million aggregate
HOLDING SOLELY Textron's newly issued 7
TEXTRON JUNIOR Deferrable Interest Debe
SUBORDINATED DEBT  debentures are the sole
SECURITIES proceeds from the issuan

used by Textron for the

borrowings and for gener

amounts due to the trust

the related income state

eliminated in Textron's

statements.

The preferred securit
pay cash distributions q
7.92% per annum. Textron
subordinated basis, dist
payments due on the pref
guarantee, when taken to
obligations under the de
indenture pursuant to wh
issued and Textron's obl
and Restated Declaration
trust, provides a full a
of amounts due on the pr
preferred securities are
upon the maturity of the
2045, or earlier to the
by Textron of any debent
in either such case will
accrued and unpaid distr
for redemption.

12. SHAREHOLDERS' PREFERRED STOCK

EQUITY
Textron has authorizatio
preferred stock. Each sh

gains and losses included in
erial.

tracts, predominantly
dollars, Deutschemarks and
approximately $524 million
tstanding at the end of 1997
Unrealized gains or losses
cts approximated the
year-end (see Note 18).

ed and wholly-owned by
securities to the public
hares of its common

or $15.5 million), the
nvested by the trust in
principal amount of

.92% Junior Subordinated
ntures, due 2045. The
asset of the trust. The

ce of the debentures were
repayment of long-term

al corporate purposes. The
under the debentures and
ment amounts have been
consolidated financial

ies accrue and

uarterly at a rate of

has guaranteed, on a
ributions and other

erred securities. The
gether with Textron's
bentures and in the

ich the debentures were
igations under the Amended
of Trust governing the

nd unconditional guarantee
eferred securities. The
mandatorily redeemable
debentures on March 31,
extent of any redemption
ures. The redemption price
be $25 per share plus
ibutions to the date fixed

n for 15,000,000 shares of
are of $2.08 Preferred Stock



($23.63 approximate stat
4.4 shares of common sto
Textron for $50 per shar
Preferred Dividend Stock
value) is convertible in

and can be redeemed by T
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ed value) is convertible into

ck and can be redeemed by

e. Each share of $1.40
($11.82 approximate stated

to 3.6 shares of common stock
extron for $45 per share.
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COMMON STOCK

Textron has authorization for 500,000,000 sharel2d§ cent per share par value common stock. Neweshin connection with a two-for-one
stock split in the form of a stock dividend wersusd and distributed on May 30, 1997 to sharehslderecord on the close of business on
May 9, 1997. Average shares outstanding, stoclongtiand per share amounts have been restateltigeriads presented.

PERFORMANCE SHARE UNITS AND STOCK OPTIONS

Textron's 1994 Long-Term Incentive Plan authoraards to key employees in two forms: (a) perforcesshare units and (b) options to
purchase Textron common stock. The total numbshafes of common stock for which options may betgdhunder the plan is 10,000,000.
PERFORMANCE SHARE UNITS AND EMPLOYEE STOCK OPTIONRBNTS ARE ACCOUNTED FOR IN ACCORDANCE WITH
APB 25, "ACCOUNTING FOR STOCK ISSUED TO EMPLOYEESINDER APB 25, BECAUSE THE EXERCISE PRICE OF
EMPLOYEE STOCK OPTIONS EQUALS THE MARKET PRICE ONHE DATE OF GRANT, NO COMPENSATION EXPENSE IS
RECOGNIZED FOR STOCK OPTION AWARDS. COMPENSATION BENSE FOR PERFORMANCE SHARE UNITS IS MEASURED
BASED ON THE VALUE OF TEXTRON STOCK UNDERLYING THEAWARDS.

Compensation expense under Textron's performarare gihogram was approximately $65 million in 19845 million in 1996, and $23
million in 1995. To mitigate the impact of stockqa increases on compensation expense, Textrorednteo a cash-settlement option
program on Textron's common stock in November 198& program generated income of approximately®8ifon in 1997 and $21 millio
in 1996.

Pro forma information regarding net income and ie@sper share is required by FAS 123, "AccountorgStock-Based Compensation™" and
has been determined under the fair value methdldbdfStatement. For the purpose of developing tbdgyma information, the fair values of
options granted after 1995 are estimated at treafagrant using the Black-Scholes option-pricingd®l. The estimated fair values are
amortized to expense over the options' vestingpdelising this methodology, net income would hagerbreduced by $15 million or $.09
share in 1997 and $10 million or $.06 per sharE9i®6. The pro forma effect on 1995 net income wdsmaterial. The pro forma effect on
income is not necessarily representative of thecefh future years because it does not take iotsideration pro forma compensation
expense related to grants made prior to 1995.

The assumptions used to estimate the fair valas afption granted in 1997, 1996 and 1995, respelgtiare approximately as follows:
dividend yield of 2%; expected volatility of 16%sk-free interest rates of 6%, 6%, and 5%; and lteidj average expected lives of 3.5 years.
Under these assumptions, the weighted-averagedhie of an option to purchase one share grant@@9i, 1996, and 1995, respectively,
was approximately $14, $10, and $8.

Stock option transactions during the last three
years are summarized as follows:

1997 1996 1995
Weighted Weight ed Weighted
Average Avera ge Average
Exercise Exerci se Exercise
(Shares in thousands) Shares Price Shares Pri ce Shares Price
Shares under option at
beginning of year 9,290 $31.08 9,116 $26. 05 9,392 $22.16
Options granted 1,333 62.54 2,136 45. 37 2,124 36.06
Options exercised (1,541) 24.56 (1,846) 22. 89 (2,196) 19.13
Options canceled (81) 43.40 (116) 29. 38 (204) 25.57
Shares under option at en d of
year 9,001 36.74 9,290 31. 08 9,116 26.05
Shares exercisable at en d of
year 6,641 30.21 6,128 25. 26 5,888 22.69
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Stock options outstanding at the end of 1997 ar®b He summarized as follows:

Weig hted
Ave rage Weighted Weighted
Range of Exercise Remai ning Average Average
Prices Contrac tual Exercise Exercise
(Shares in thousands) Outstanding Life Price  Exercisable Price
JANUARY 3, 1998:
$11 - $32 3,952 5.6 $23.44 3,952 $23.44
$33 - $50 3,745 8.5 41.67 2,689 40.15
$51 - $68 1,304 9.9 62.87 - -
December 28, 1996:
$10 - $32 5,292 6.6 $23.24 5,192 $23.15
$33 - $40 1,938 9.0 36.95 936 36.93
$40 - $46 2,060 9.9 45.69 - -

RESERVED SHARES OF COMMON STOCK

At year-end 1997, 3,277,000 shares of common si@ek reserved for the subsequent conversion oépesf stock and 9,001,000 shares
were reserved for the exercise of stock options.

PREFERRED STOCK PURCHASE RIGHTS

Each outstanding share of Textron common stoclattashed to it one-half of a preferred stock pusehréght. One preferred stock purchase
right entitles the holder to buy one one-hundredth share of Series C Junior Participating PreteBtock at an exercise price of $250. The
rights become exercisable only under certain cistances related to a person or group acquirindferiieg to acquire a substantial block of
Textron's common stock. In certain circumstancekidrs may acquire Textron stock, or in some ctwestock of an acquiring entity, with a
value equal to twice the exercise price. The rightsire in September 2005 but may be redeemede#oli $.05 per right.

INCOME PER COMMON SHARE

In 1997, Textron adopted FAS 128 "Earnings Per Sh&AS 128 requires companies to present basicgugd income per share amounts.
A reconciliation of income from continuing operatgand basic to diluted share amounts is presémrtedv. All periods presented have been

restated.

For the years ended

JANUARY 3, 1998 December 28, 1996

December 30, 1995

(% in millions, Average Average Average
shares in thousands) Income  Shares Income Shares Income  Shares
Income from continuing operations $558 $482 $416
Less: Preferred stock dividends (1) 1) Q)
BASIC
Available to common shareholders 557 164,830 481 167,453 415 169,848
Dilutive effect of convertible

preferred stock and stock options 1 4,673 1 4,199 1 3,404
DILUTED
Available to common shareholders

and assumed conversions $558 169,503 $482 171,652 $416 173,252

13. LEASES Rental expense approximated $116
$104 million in 1997, 1996, and
minimum rental commitments for n
leases in effect at year-end 199
for 1998; $75 million for 1999;
million for 2001; $37 million fo
million thereafter.

50

million, $106 million, and
1995, respectively. Future
oncancellable operating

7 approximated $91 million
$55 million for 2000; $43

r 2002; and a total of $229
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14. RESEARCH AND Textron carries out research and
DEVELOPMENT under contracts with others, pri

Company initiated programs inclu
development related to governmen
significant portion of which is
government through overhead cost

RESEARCH AND DEVELOPMENT C
RESPONSIBLE ARE EXPENSED AS INCU
COSTS INCLUDE AMOUNTS FOR COMPAN
COST SHARING PORTIONS OF CUSTOME
LOSSES INCURRED ON CUSTOMER INIT
funded and customer funded resea

1997, 1996, and 1995 were as follows:

development for itself and
marily the U.S. government.
de independent research and
t products and services, a
recoverable from the U.S.
allowances.

OSTS FOR WHICH TEXTRON IS
RRED. THESE COMPANY FUNDED
Y INITIATED PROGRAMS, THE

R INITIATED PROGRAMS, AND
IATED PROGRAMS. The company

rch and development costs for

(In millions) 1997 1996 1995
Company funded $ 222 $ 185 $ 181
Customer funded 380 391 475
Total research and development $602 $576 $ 656
15. PENSION Textron has defined benefit and defined contribution pension
BENEFITS plans which together cover subst antially all employees. The
costs of the defined contributio n plans are funded as accrued
and amounted to approximately $5 6 million, $49 million, and
$32 million for 1997, 1996, and 1995, respectively. Defined
benefits under salaried plans ar e based on salary and years
of service. Hourly plans general ly provide benefits based on
stated amounts for each year of service. Textron's funding
policy is consistent with federa | law and regulations. Plan
assets consist principally of co rporate and government bonds
and common stocks.
Pension income in 1997, 19 96, and 1995 included the
following components:
(In millions) 1997 1996 1995
Service cost - benefits earned during the year $73 $ 70 $ 56
Interest cost on projected benefit obligation 224 208 210
Actual return on plan assets (721) (495) (747)
Amortization of unrecognized transition net asset a7 17) a7
Net amortization and deferral of actuarial gains 438 230 483
Net pension income $(3) $(4) $ (15)
The following table sets forth the funded statu3 ektron's pension plans.
January 3, 1998 December 28, 1996

Assets Accumulated

Assets Accumulated

exceed  benefits exceed  benefits
accu mulated exceed accumulated exceed

(In millions) b enefits assets benefits assets
Plan assets at fair value $4,091 $61 $3,534 $124
Actuarial present value of:

Vested benefit obligation 2,633 161 2,410 197

Nonvested benefit obligation 73 17 67 19
Accumulated benefit obligation 2,706 178 2,477 216

Effect of projected pay increases 307 35 254 35
Projected benefit obligation 3,013 213 2,731 251
Plan funded status 1,078 (152) 803 (127)
Unrecognized net actuarial (gains) losses (719) 20 (472) 30
Unrecognized prior service cost 84 21 93 21
Unrecognized transition net obligation (net asset) (104) 7 (120) 5
Adjustment required to recognize minimum liability - (18) - (24)



Net pension asset (liability) recognized on the
consolidated balance sheet

$ 339

$(122)

$ 304

$ (95)
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Major actuarial assumptions used in accountingtferdefined benefit pension plans are shown iffdhewing table. Net pension income is

determined using these assumptions as of the et qfrior year. The funded status of the plametermined using these assumptions as of
the end of the current year.

January 3, December 28, December 30, December 31,
1998 1996 1995 1 994
Discount rate 7.25% 7.50% 7.25% 8.25%
Weighted average long-term rate of
compensation increase 5.00 5.00 5.00 5.00
Long-term rate of return on plan assets 9.00 9.00 9.00 9.00

16. POSTRETIREMENT Textron offers health care afedihsurance benefits for BENEFITS OTHER certagtired employees.
Postretirement benefit costs other THAN PENSIONShthension-related expenses in 1997, 1996, andih8Riled the components shown
in the following table. Textron's postretiremenh&gt plans other than pensions are unfunded.

(In millions) 1997 1996 1995
Service cost - benefits earned during the year $5 $5 $5
Interest cost on accumulated postretirement benefit obligation 47 53 58
Net amortization (15) (13) (14)
Postretirement benefit costs $37 $45 $49

The following table sets forth the status of thelsms at the end of 1997 and 1996:

January 3, December 28,

(In millions) 1998 1996
Actuarial present value of benefits attributed to:

Retirees $507 $522

Fully eligible active plan participants 68 66

Other active plan participants 88 85
Accumulated postretirement benefit obligation 663 673
Unrecognized net actuarial gains 110 114
Unrecognized prior service cost benefit 26 30
Postretirement benefit liability recognized on the consolidated balance sheet $799 $817

The discount rates used to determine postretiretramdfit costs other than pensions and the stéth®se plans were the same as those used
for Textron's defined benefit pension plans.

The 1997 health care cost trend rate, which isvttighted average annual assumed rate of incredbe jmer capita cost of covered benefits,
was 6.5% for retirees age 65 and over and 7.5%¢efoees under age 65. Both rates are assumedteade gradually to 5.5% by 2001 and
2003, respectively, and then remain at that ldweleasing the health care cost trend rates bypermentage point in each year would have

increased the accumulated postretirement bendfgation as of year-end 1997 by $60 million and siggregate of the service and interest
cost components of postretirement benefit cost4 9687 by $5 million



1997 TEXTRON ANNUAL REPORT

17. INCOME
TAXES

Textron files a consolidat
for all U.S. subsidiaries and se
subsidiaries. TEXTRON RECOGNIZES
TEMPORARY DIFFERENCES BETWEEN TH
AND INCOME TAX BASIS OF ASSETS A
ENACTED TAX RATES EXPECTED TO BE
LIKELY TO BE REALIZED OR SETTLED

The following table shows

operations before income taxes a

ed federal income tax return

parate returns for foreign
DEFERRED INCOME TAXES FOR
E FINANCIAL REPORTING BASIS
ND LIABILITIES BASED ON

IN EFFECT WHEN AMOUNTS ARE

income from continuing
nd distributions on

preferred securities of subsidiary trust:

(In millions) 1997 1996 1995
United States $566 $528 $476
Foreign 382 299 214
Total $948 $827 $690
Income tax expense is summarized as follows:
(In millions) 1997 1996 1995
Federal:
Current $109 $169 $137
Deferred 81 11 31
State 38 31 32
Foreign 136 111 74
Income tax expense $364 $322 $274

The following reconciles the federal statutory im@otax rate to the effective income tax rate réflédn the consolidated statement of incc

1997 1996 1995
Federal statutory income tax rate 35.0% 35.0% 35.0%
Increase (decrease) in taxes resulting from
State income taxes 2.2 2.4 2.9
Goodwill 2.3 2.3 25
Other - net (1.2) (.8) (.7
Effective income tax rate 38.4% 38.9% 39.7%

Textron's net deferred tax asset consisted of gltefssred tax assets and gross deferred tax tiabibf $1,696 million and $1,453 million,
respectively, at the end of 1997 and $1,467 mildad $1,140 million, respectively, at the end d9@.9

The components of Textron's net deferred tax asset as follows:

January 3, December 28,

(In millions) 1998 1996
Finance Group transactions, principally leasing $(329) $(324)
Obligation for postretirement benefits other than p ensions 319 321
Fixed assets, principally depreciation (156) (146)
Self insured liabilities 147 152
Deferred compensation 116 103
Allowance for credit losses 81 86
Other, principally timing of other expense deductio ns 65 135

$ 243 $ 327

Deferred income taxes have not been provided futidistributed earnings of foreign subsidiarielsiclv approximated $936 million at the
end of 1997. Management intends to reinvest thasdregs for an indefinite period, except for disttions having an immaterial tax effect. If
foreign subsidiaries' earnings were distributed®71&xes, net of foreign tax credits, would be éased by approximately $51 millic



primarily because of foreign withholding taxes.
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18. FAIR VALUE OF The estimated fair value amount
FINANCIAL  determined from available market
INSTRUMENTS methodologies. Because considera

interpreting market data, the es
indicative of the amounts that ¢
market exchange.

s shown below were
information and valuation
ble judgment is required in
timates are not necessarily
ould be realized in a current

January 3, 1998 December 28, 1996

Estimated Estimated
Carr ying fair Carrying fair
(In millions) % alue value value value
ASSETS:
INVESTMENTS $ 844 $ 844 $ 820 $ 820
FINANCE RECEIVABLES:
Consumer loans 6 ,364 6,288 6,471 6,451
Commercial loans 2 ,652 2,741 2,227 2,270
LIABILITIES:
DEBT:
Parent Group:
Debt 1 221 1,276 1,507 1,565
Interest rate exchange agreements - 10 - 37
Finance Group:
Debt 9 ,275 9,309 8,839 8,882
Interest rate exchange agreements - 12 - 18
FOREIGN CURRENCY EXCHANGE CONTRACTS 4) - - 2
NOTES:

(i) Investments - The estimated
securities were based on availab
appraisals, prices from independ
cash flow analyses.

(ii) Finance receivables - The e
fixed-rate consumer loans, real
installment contracts were based
analyses. The estimated fair val
receivables and fixed-rate retai
approximated the net carrying va
values of nonperforming loans we
flow analyses using risk-adjuste
value of the related collateral.

(iii) Debt, interest rate exchan
currency exchange contracts - Th
fixed-rate debt was determined b
bankers or discounted cash flow
values of variable-rate debt app
values. The estimated fair value
agreements were determined by in
and represent the estimated amou
counterparty would be required t
party's obligations under the ag
values of the foreign currency e
determined by Textron's foreign

fair values of investment
le quoted market prices,
ent brokers, or discounted

stimated fair values of
estate loans and commercial
on discounted cash flow
ues of variable-rate

| installment contracts

lue. The estimated fair

re based on discounted cash
d interest rates or the fair

ge agreements, and foreign
e estimated fair value of

y independent investment
analyses. The estimated fair
roximated their carrying

s of interest rate exchange
dependent investment bankers
nts that Textron or its

0 pay to assume the other
reements. The estimated fair
xchange contracts were

exchange banks.

19. CONTINGENCIES CONTINGENCIES
AND
ENVIRONMENTAL Textron is subject to a number o
REMEDIATION and claims arising out of the co

f lawsuits, investigations
nduct of its business,

including those relating to comm
government contracts, product li
safety and health matters. Some
punitive damages in substantial
restitution; or remediation of ¢
purport to be class actions. Und
procurement regulations, some co
debarment of Textron or its subs
contracting for a period of time
presently available, Textron bel
these suits and proceedings woul
on Textron's net income or finan

ENVIRONMENTAL REMEDIATION

ENVIRONMENTAL LIABILITIES ARE RE

ercial transactions,

ability, and environmental,
seek compensatory, treble or
amounts; fines, penalties or
ontamination. Some are or
er federal government

uld result in suspension or
idiaries from U.S. government
. On the basis of information
ieves that any liability for

d not have a material effect
cial condition.

CORDED BASED ON THE MOST



PROBABLE COST IF KNOWN OR ON THE ESTIMATED MINIMUM COST,

DETERMINED ON A SITE-BY-SITE BAS IS. TEXTRON'S ENVIRONMENTAL

LIABILITIES ARE UNDISCOUNTED AND DO NOT TAKE INTO

CONSIDERATION POSSIBLE FUTURE IN SURANCE PROCEEDS OR

SIGNIFICANT AMOUNTS FROM CLAIMS AGAINST OTHER THIRD PARTIES.
Textron's accrued estimated environmental liabilities

are based on assumptions which a re subject to a number

of factors and uncertainties. Ci rcumstances which can affect

the accruals' reliability and pr ecision include

identification of additional sit es, environmental

regulations, level of cleanup re quired, technologies

available, number and financial condition of other

contributors to remediation, and the time period over which

remediation may occur. Textron b elieves that any changes to

the accruals that may result fro m these factors and

uncertainties will not have a ma terial effect on Textron's

net income or financial conditio n. Textron estimates that

its accrued environmental remedi ation liabilities will

likely be paid over the next fiv e to ten years.
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20. GEOGRAPHIC Presented below is selected findiiarmation by DATA geographic area of Textronfserations.

GEOGRAPHIC AREAS REVENUES BY ORIGIN INCOME BY ORIGIN
(In millions) 1997 1996 1995 1997 1996 1995
United States $7,495 $7,00 0 $6,841 $836 $791 $773
Europe 1,394 76 7 393 158 99 61
Other North America 1,179 1,04 3 807 139 125 87
Australia/New Zealand 299 29 2 267 73 66 59
Other (primarily Asia/Pacific) 177 17 2 145 12 9 7
$10,544  $9,27 4 $8,453 1,218 1,090 987

Corporate expenses and other - net (141) (115) (119
Interest expense - net (129) (148) (178)
Income from continuing operations

before income taxes and distributions

on preferred securities of subsidiary trust $948 $827 $ 690

(In millions)

North America

Europe

Asia/Pacific

South America
Australia/New Zealand
Middle East

Other locations

DESTINATION OF U.S. EXPORT REVENUE

1997 1996 1995
$340 $ 342 $ 280
227 256 306
215 220 194
172 92 110
32 33 41
25 55 43
32 43 26
$1,043 $1,041 $1,000

(In millions)

United States

Europe

Other North America
Australia/New Zealand

Other (primarily Asia/Pacific)

Corporate, including investment in disconti

operation in 1996 and 1995

Eliminations

IDENTIFIABLE ASSETS

1997 1996 1995
$12,126 $12,103 $12,080
2,268 1,662 1,077
1,694 1,436 1,337
1,320 1,211 1,138
553 311 210
nued
1,105 1,742 1,932
(456) (230) (123)
$18,610 $18,235 $17,651

NOTES:

(i) Revenues include sales to the U.S. government o f$1.0

billion, $1.0 billion, and $1.3 billion in 1997, 19 96, and

1995, respectively and of $1.1 billion in 1997 to a single

customer.

(ii) Revenues between geographic areas, predominant ly

revenues of U.S. divisions, were approximately 5% i n each of

the years 1997, 1996, and 1995.

(i) Assets in foreign locations relate principall y to the

Finance segment.
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QUARTERLY DATA
1997 1996

(Unaudited) e e e
(Dollars in millions except per share amounts) Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
REVENUES
Aircraft $8 95 $752 $782 $706 $762 $6 38 $649 $654
Automotive 5 83 464 523 557 428 3 55 439 405
Industrial 7 67 734 812 758 700 7 29 779 641



Finance 5 73 558 550 530 538 5 26 517 514

TOTAL REVENUES $2,8 18 $2,508 $2,667 $2,551 $2,428 $2,2 48 $2,384 $2,214
INCOME
Aircraft $ 9% $84 $81 $64 $79 $ 69 $67 $56
Automotive 39 28 33 50 41 27 41 37
Industrial 82 82 92 78 68 77 80 65
Finance 1 08 104 101 96 98 98 95 92
TOTAL OPERATING INCOME 3 25 298 307 288 286 2 71 283 250
Corporate expenses and other - net ( 42)  (36) (30) (33) (29) ( 28) (30) (28)
Interest expense - net ( 28) (32 (30) @9 @7 ( 36) 37) (38)
Income taxes ( 98) (86) (95) (85) (85) ( 81) B4) (72
Distributions on preferred securities of
subsidiary trust, net of income taxes (@) (6) ©) (6) ) (6) @) 3)
INCOME FROM CONTINUING OPERATIONS 1 50 138 145 125 128 1 20 125 109
Discontinued operation, net of income taxes:
Income from operations - - - - - - - 16
Loss on disposal - - - - - @ 55) - (90)
- - - - - Q@ 55) - (74)
Net income (loss) $1 50 $138 $145 $125 $128 $( 35) $125 $35
EARNINGS PER COMMON SHARE
BASIC:
Income from continuing operations $. 92 $.83 $.88 $.75 $.77 $. 72 $.74 $.64
Discontinued operation - - - - - (. 93) - (43)
Net income (loss) $. 92 $.83 $.88 $.75 $.77 $( 21) $.74 $.21
Average shares outstanding (in thousands) 163,6 97 164,912 165,173 165,897 165,551 167,0 60 168,188 168,929
DILUTED:
Income from continuing operations $. 890 $81L $86 $.73 $.75 $. 70 $.73 $.63
Discontinued operation - - - - - (. 90) - (43)
Net income (loss) $. 80 $81L $8 $.73 $.75 $( 200 $.73 $.20
Average shares outstanding (in thousands) 168,5 27 169,675 169,797 170,388 169,745 171,3 57 172,516 172,963
OPERATING INCOME MARGINS
Aircraft 10. 7% 11.2% 104% 9.1% 104% 10 8% 10.3% 8.6%
Automotive 6. 7 6.0 6.3 9.0 9.6 7 .6 9.3 9.1
Industrial 10. 7 11.2 11.3 10.3 9.7 10 .6 10.3 101
Finance 18. 8 18.6 18.4 18.1 18.2 18 6 18.4 17.9
OPERATING INCOME MARGIN 11. 5 11.9 115 11.3 11.8 12 1 11.9 11.3
COMMON STOCK INFORMATION
Price range: High $65 11 /16 $70 3/4 $67 11/16 $53 5/8 $48 7/8 $43 1 5/16 $44 1/2 $427/8
Low $55 1/ 2 $59 1/2 $4911/16 $ 45 $423/8 $361 /2 $381/2 $349/16
Dividends per share $ 2 5 $ 25%$ 25 $ 25% 22 $ . 22 $ 22 $ 22

All share related data has been restated to refieatffect of the two-for-one common stock spiithie form of a stock dividend in May 1997.
Prior year amounts have been reclassified to conforthe current year's segment presentation.
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SELECTED FINANCIAL INFORMATION

(Dollars in millions except per share amounts) 1997 1996 1995
REVENUES

Aircraft $3 135 $ 2,703 $ 2,519
Automotive 2 127 1,627 1,534
Industrial 3 ,071 2,849 2,415
Finance 2 211 2,095 1,985
Total revenues $10 544 $ 9,274 $ 8,453
INCOME

Aircraft $ 325§ 271 $ 245
Automotive 150 146 135
Industrial 334 290 242

Finance 409 383 365



TOTAL OPERATING INCOME 1 ,218 1,090 987
Corporate expenses and other - net (141) (115) (119)
Interest expense - net (129) (148) (178)
Income taxes (364) (322) (274)
Distributions on preferred securities of

subsidiary trust, net of income taxes (26) (23) -
INCOME FROM CONTINUING OPERATIONS* 558 $ 482 % 416
PER SHARE OF COMMON STOCK
Income from continuing operations - basic* $ 338 $ 287 $ 245
Income from continuing operations - diluted* $ 329 $ 281%$ 240
Dividends declared $ 100 $ 88 3% .78
Book value at year-end $1 9.78 $ 19.10 $ 19.96
Common stock price: High $70 3/4 $ 487/8 $ 3811/16

Low $ 45 $ 349/16 24 5/16
Year-end $62 5/8 $4611/16 $ 333/4

Common shares outstanding (in thousands):

Basic average 164 ,830 167,453 169,848

Diluted average 169 ,503 171,652 173,252

Year-end 167 ,315 169,745 173,340
FINANCIAL POSITION
Total assets $18 610 $ 18,235 $ 17,651
Debt:

Parent Group $1 221 $ 1507 $ 1,774

Finance Group $9 275 $ 8,839 $ 8,437
Preferred securities of subsidiary trust $ 483 $ 483 % -
Shareholders' equity $ 3 228 $ 3,183 $ 3,412
Parent Group debt to total capital 25% 29% 34%
INVESTMENT DATA
Capital expenditures $ 412 $ 343 % 279
Depreciation $ 266 $ 223 % 195
Research and development $ 602 $ 576 % 656
OTHER DATA
Number of employees at year-end 64 ,000 57,000 54,000
Number of common shareholders at year-end 24 ,000 25,000 26,000

1994 1993 1992 1991

REVENUES
Aircraft $ 2,290 $ 2,077 $ 1,617 $1,352
Automotive 1511 1,178 788 661
Industrial 2,877 3,016 3,211 3,197
Finance 1,672 1,610 1,622 1,548
Total revenues $ 8,350 $ 7,881 $ 7,238 $6,758
INCOME
Aircraft $ 197 ¢ 162 $ 136 $ 121
Automotive 132 89 68 50
Industrial 245 247 277 303
Finance 331 289 250 226
TOTAL OPERATING INCOME 905 787 731 700
Corporate expenses and other - net (92) (103) (81) (89)

Interest expense - net

Income taxes

Distributions on preferred securities of
subsidiary trust, net of income taxes

(190)  (214)
(257)  (171)

(238)  (213)
(160)  (160)

Income from continuing operations* $ 366 $ 299 $ 252 $ 238
PER SHARE OF COMMON STOCK

Income from continuing operations - basic* $ 207 $ 169 $ 145 $ 1.38
Income from continuing operations - diluted* $ 203 $ 166 $ 142 $ 1.36

Dividends declared $

Book value at year-end $

Common stock price: High $3
Low $2
Year-end $2

Common shares outstanding (in thousands):
Basic average
Diluted average
Year-end

70 $ 62 $ 56 $ 515

16.72 $ 15.59
0 5/16 $297/16
3 1/4 $203/16
5 3/16 $29 1/8

176,474 176,071
180,208 179,713
174,616 180,509

$14.05 $16.82
$223/8 $193/4
$167/8 $121/2
$223/8 $191/4

173,334 171,061
177,087 174,724
178,366 175,903

FINANCIAL POSITION
Total assets $

16,103 $ 15,372

$14,710 $12,283



Debt:

Parent Group $ 1582 $ 2,025 $2,283 $1,820
Finance Group $ 7,760 $ 6,847 $6,440 $5,664
Preferred securities of subsidiary trust $ -%$ - % - % -
Shareholders' equity $ 2,882 $ 2,780 $2,488 $2,928
Parent Group debt to total capital 35% 42% 48% 45%
INVESTMENT DATA
Capital expenditures $ 294 ¢ 246 $ 215 $ 152
Depreciation $ 206 $ 201 $ 194 $ 177
Research and development $ 611 $ 514 $ 430 $ 457
OTHER DATA
Number of employees at year-end 50,000 53,000 51,000 49,000
Number of common shareholders at year-end 27,000 28,000 30,000 31,000

*Before cumulative effect of changes in accounfamigiciples in 1992.

All share related data has been restated to refieatffect of the two-for-one common stock spiithie form of a stock dividend in May 1997.
Prior year amounts have been reclassified to canforthe current year's segment presentation.
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AIRCRAFT BELL HELICOPTER TEXTRON Web b F. Joiner Vertical takeoff and la nding aircraft and spare
Ch airman parts for the U.S. gove rnment, foreign governments
Ter ry D. Stinson and commercial markets.
Pr esident and CEO
THE CESSNA AIRCRAFT COMPANY Rus sell W. Meyer, Jr. Light and mid-size busi ness jets, utility
Ch airman and CEO turboprops and single-e ngine piston aircraft.
AUTOMOTIVE TEXTRON AUTOMOTIVE COMPANY Joh n A. Janitz Automotive interior and exterior trim; functional
Ch airman, President and CEO components and systems.
CWC CASTINGS TEXTRON Joh n L. Kelly Gray iron and ductile i ron castings, primarily
Pr esident camshafts for automobil e and engine manufacturers.
KAUTEX TEXTRON Dr. Wolfgang Theis Blow-molded plastic fue | tank systems and other
GERMANY Pr esident automotive functional ¢ omponents.
MCCORD WINN TEXTRON Geo rge F. Daniels Automotive windshield a nd headlamp washing systems
Pr esident and electro-mechanical components; seating comfort
systems for automotive and non-automotive markets.
MICROMATIC TEXTRON Mic hael J. Brennan Proprietary machine too Is, components and assembly
Pre sident systems for automotive and commercial markets.
RANDALL TEXTRON Jan e L. Warner Fuel filler assemblies and fuel delivery systems
Pr esident for the automotive mark et.
TEXTRON AUTOMOTIVE Sam Licavoli Instrument panels, door panels, armrests, airbag
TRIM OPERATIONS Pr esident doors, center consoles, headliners, exterior trim

and lighting components

INDUSTRIAL Her bert L. Henkel Fastening systems, golf and turf care products,
Pr esident Textron industrial components, and fluid and power systems.
In dustrial Products
TEXTRON FASTENING SYSTEMS Fra nk Gulden Fastening systems, syne rgistic assemblies,
Pr esident Textron components and installa tion tools serving the
Fa stening Systems automotive, aerospace, electronics, construction,
do-it-yourself and tran sportation markets.
AVDEL CHERRY Don ald J. Garbison TEXTRON FASTENING SYSTE MS Horst B. Homuth
Ge neral Manager GERMANY President
CAMCAR TEXTRON Jam es R. MacGilvray TEXTRON FASTENING SYSTE MS Andrew R. Taylor
(INCLUDES BRAZIL-BASED Pr esident UNITED KINGDOM Managing Director
MAPRI INDUSTRIAS, S.A.)
58
ELCO TEXTRON Joh nC. Lutz TEXTRON INDUSTIRES S.A Frank Gulden
Pr esident and CEO FRANCE Acting President

TEXTRON AEROSPACE FASTENERS Edm und W. Staple TEXTRON LOGISTICS COMPA NY James R. Stenberg



Pr

INDUSTRIAL GOLF AND TURF CARE PRODUCTS
(continued) Pre

Gol

E-Z-GO TEXTRON L.T.
Pre

JACOBSEN TEXTRON Phil
Pre

RANSOMES PLC Pete
UNITED KINGDOM Pre

INDUSTRIAL COMPONENTS Carl
Pre
Ind

FUEL SYSTEMS TEXTRON Mich
Pre

GREENLEE TEXTRON Barc
(INCLUDES GERMANY-BASED Pre
KLAUKE)

TEXTRON LYCOMING* Jame
Pre

TEXTRON MARINE & John
LAND SYSTEMS Pre

TURBINE ENGINE G.L.
COMPONENTS TEXTRON Pre

FLUID AND POWER SYSTEMS Robe
Pre
Flu

CONE DRIVE TEXTRON John
(INCLUDES ITALY-BASED Pre
MAAG ITALIA)

HR TEXTRON Geor
Pre

MAAG PUMP SYSTEMS Dr.
TEXTRON AG SWITZERLAND Pre

TEXTRON SYSTEMS Rich
Pre

FINANCE AVCO FINANCIAL SERVICES Warr

Cha

TEXTRON FINANCIAL CORPORATION Step
Pre

esident

1997 TEXTRON ANNUAL REPORT

D. Burtner Golf cars, lawn and tur
sident multi-purpose utility v
f and Turf Care Products

Walden, Jr. Electric- and gasoline-

sident multipurpose utility ve

ip J. Tralies Professional mowing and

sident

r G. Wilson Turf care machinery for

sident commercial markets, and
vehicles.

D. Burtner Tools and accessories f

sident industry; components fo

ustrial Components and defense industries.

ael Boston Fuel systems components

sident gas turbine engines.

lay S. Olson Products for wire and ¢

sident maintenance in resident

industrial facilities.

s A. Koerner Piston aircraft engines
sident the general aviation ma
J. Kelly Air cushion amphibious
sident rescue craft, combat ve

artillery systems and a

(Topper) Long Air and land-based gas
sident for engine OEMs.

rt A. Geckle Mechanical power transm
sident components and systems;

id and Power Systems pumps and systems; weap
G. Melvin Double-enveloping worm
sident motors and gear sets.

ge A. Andrews Motion control componen
sident industrial, defense and

Frank Brinken Gear pumps and systems
sident applications in the pla

pharmaceutical industri

ard J. Millman Weapon systems, sensing
sident materials for defense a

en R. Lyons Global consumer and com
irman property and casualty i

hen A. Giliotti Commercial financing fo
sident Textron and independent

equipment, aircraft, go

*For financial reporting purposes, Textron Lycomgesults are included in the Aircraft Segment.
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President

f care products, and
ehicles.

powered golf cars and
hicles.

the golf, municipal and
multi-purpose utility

or the wire and cable
r the commercial aerospace

able installation and
ial, commercial and

and replacement parts for
rket.

landing craft, Coast Guard
hicles, lightweight

dvanced suspension systems.

ission and motion control
specialty fluid handling
ons and electronic systems.

ts and systems for
aerospace markets.

used for processing

stics, chemical and

es.

systems and advanced
nd commercial markets.
mercial lending and credit,
nsurance.

r the purchase and lease of
products including:

If, and time share.



Exhibit 21 TEXTRON INC. - Significant Subsidiaries

(as of 3/10/98)

Set forth below are the names of certain subs&Basf Textron Inc. Other subsidiaries, which coeed in the aggregate, do not constitute a
significant subsidiary, are omitted from such list.

Name Place of Incorporation
Avco Corporation Delaware
ARS Two Inc. Delaware
Avco Community Developers, Inc. California
Textron Pacific Limited Australia
Textron Systems Corporation Delaware
Turbine Engine Components Textron Inc. Delaware
Avco Financial Services, Inc. (refer to Schedule 1 hereto Delaware
for a list of the principal subsidiaries of AFS)
Avdel Cherry Textron Inc. New York
Bell Helicopter Services Inc. Delaware
Bell Helicopter Asia (Pte) Ltd. Singapore
Bell Helicopter Textron Inc. Delaware
Brazaco-Mapri Industrias Metalurgica S.A. Brazil
Burkland Textron Inc. Michigan
Cadillac Gage Textron Inc. Michigan
The Cessna Aircraft Company Kansas
Cone Drive Operations Inc. Delaware
Elco Textron Inc. Delaware
Fuel Systems Textron Inc. Delaware
Greenlee Textron Inc. Delaware
HR Textron Inc. Delaware
MAAG Pump Systems Textron Inc. North Carolina
McCord Corporation Michigan
Textron Automotive Functional Components Inc. - McCord Massachusetts
Winn Division
Textron Automotive Interiors Inc. Delaware
Textron Automotive Overseas Investment Inc. Delaware
Textron Automotive B.V. Netherlands
Micromatic Operations Inc. Delaware
Micro-Precision Operations Inc. Delaware
Textron Atlantic Inc. Delaware
Avdel plc United Kingdom
Bell Helicopter Supply Center B.V. Netherlands
Camcar Textron (Malaysia) Sdn. Bhd. Malaysia
Jacobsen E-Z-GO Textron A.G. Switzerland
Jacobsen E-Z-GO Textron A/S Denmark
Jacobsen E-Z-GO Textron B.V. Netherlands
Jacobsen E-Z-GO Textron S.A. France
Jacobsen E-Z-GO Textron S.R.L. Italy
Kautex Iberica S.A. Spain

Kautex do Brasil Ltda. Brazil

Kautex Argentina S.A. Argentina

Kautex Portugal, Produtos Plasticos Ldas. Portugal
Kautex Textron Benelux N.V. Belgium
Kautex Textron Bohemia spol. s.r.o. Czech Republic
Klauke Handels GmbH Austria
MAAG Pump Systems A.G. Switzerland

MAAG Pump Systems PTE Ltd. Singapore
Textron Acquisition Limited United Kingdom

Ransomes PLC (refer to Schedule 2 hereto for a list United Kingdom
of the subsidiaries of Ransomes)

Textron Golf & Turf PLC United Kingdom
Textron Atlantic France Inc. Delaware
Textron Atlantic Holding GmbH Germany

Gustav Klauke GmbH Germany

Gustav Klauke France S.A.R.L. France
Jacobsen E-Z-GO Textron GmbH Rasenpflegesystem e Germany
Kautex Textron Verwaltungs GmbH Germany

Kautex Textron GmbH & Co. KG Germany
Maag Pump Systems GmbH Germany
Textron Verbindungstechnik Beteiligungs GmbH Germany

Textron Verbindungstechnik GmbH & Co. OHG Germany

Textron France Inc. Delaware

Textron France S.N.C. (1) France

Textron France S.A. France

Textron Industries S.A.S. France
Textron Industrial SpA (2) Italy
Textron Limited United Kingdom
Kautex Textron Ltd. United Kingdom
Textron Automotive Company Limited United Kingdom

Textron Automotive Company Inc. Delaware



Kaywood Products Corporation
Textron Automotive Exteriors Inc.
Textron FSC Inc.
Textron Financial Corporation
Cessna Finance Corporation
Textron Holdings Inc.
Textron International Inc.
Textron Logistics Company Inc.
Textron Properties Inc.
Textron Canada Limited (3)
Bell Helicopter Canada International Inc.
Kautex Corporation
Textron Realty Corporation
Textron Realty Operations (Wheatfield) Inc.
Textron S.A. de C.V.

Kautex Textron de Mexico, S.A. de C.V.

Kautex Textron Management Services Company de
S.A.de C.V.

Textron Automotive Company de Mexico, S.A. de C.V
Textron Automotive Management Services Compan
Mexico, S.A. de C.V.

Turbine Engine Components Textron (Cleveland Operat
Inc.

Turbine Engine Components Textron (Newington Operat
Inc.

Turbine Engine Components Textron (Santa Fe Springs
Operations) Inc.

Wolverine Metal Specialties Inc.

Xact Textron Inc.

(1) 85% of the capital stock is held by Textron Fr
remaining 15% by Textron Atlantic France Inc.

(2) 85% of the capital stock is held by Textron At
remaining 15% by Textron International Inc.

(3) 64.5% of the capital stock is held by Textron

Michigan
Delaware
Barbados
Delaware
Kansas
Delaware
Delaware
Delaware
Delaware
Canada
Canada
Ontario
Delaware
Delaware
Mexico
Mexico
Puebla, Mexico

Mexico
yde Mexico

ions) Delaware
ions) Connecticut
California

Michigan
Delaware

ance Inc. and the
lantic Inc. and the

Properties Inc. and

the remaining 35.5% by Textron Inc.

Schedule 1

Set forth below are the principal subsidiaries e€é Financial Services, Inc.:

Name Place of Incorporation

AFS Corporation (1) Delaware

Avco DC Corporation (2) Delaware

Avco Enterprises, Inc. (1) California

Avco Financial Services Canada Limited (3) Ontario

Avco Financial Services International, Inc. (4) Nebraska

Avco Financial Services Ltd. (5) Australian Capital
Territory

Avco Financial Services Limited (1)
Avco Group Limited (2)

New Zealand
United Kingdom

Avco National Bank (6) California
Balboa Insurance Company (7) California
Balboa Life Insurance Company (1) California
Family Insurance Corporation (1) Wisconsin
Meritplan Insurance Company (8) California
Newport Insurance Company (8) California

(1) Owned by Avco Financial Services, Inc.

(2) Owned by Avco Financial Services Internatiotad,

(3) Owned by AFS Corporation and Avco DC Corponatio

(4) Owned by Avco Financial Services, Inc. and Ballife Insurance Company

(5) Owned by Avco Australia Pty. Ltd.

(6) Owned by Avco Enterprises, Inc.

(7) Owned by Avco Financial Services Internatiomat, and Balboa Life Insurance Company
(8) Owned by Balboa Insurance Company

Schedule 2

Set forth below are the subsidiaries of Ransomés: PL

Name Place of Incorporation
Ransomes PLC United Kingdom
Dorman Sprayers Limited United Kingdom



Laser Lawnmowers Limited
Livesey Nu-Dale Limited
Ransomes Consumer Limited
BTS Green SRL (in liquidation)
GD Mountfield SA
Ransomes Investment Corporation
Ransomes American Corporation
Cushman Inc.
Ransomes Inc.
Steiner Turf Equipment
Ransomes No. 1 Limited
Ransomes Overseas Services Limited
Granja SA
Granja Motoculture
KK Ransomes
Ransomes SA
Ransomes GmbH
Ransomes Park Limited
The Havens Management Limited
Ransomes Property Developments Limited
Ransomes Sims & Jefferies Limited
Ransomes Executive Pension Trustee Co. Limited
Ransomes Pensions Trustee Company Limited
Ransomes Works Pension Trustee Company Limited
Supreme Mowing Limited
Westwood Engineering Limited
CD Mountfield Limited

United Kingdom
United Kingdom
United Kingdom
Italy
Luxembourg
United Kingdom
United States
United States
United States
United States
United Kingdom
United Kingdom
France

France

Japan

France
Germany
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom



Exhibit 23
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference is #ninual Report (Form 1K) of Textron Inc. of our report dated January 2998, includec
in the 1997 Annual Report to Shareholders of Textnz.

Our audits also included the financial statemehedales of Textron Inc. listed in the accompanyimdgex to Financial Statements and
Financial Statement Schedules. These scheduléseresponsibility of the Company's management.r@gponsibility is to express an
opinion based on our audits. In our opinion, timaricial statement schedules referred to above, wisidered in relation to the basic
financial statements taken as a whole, preseny faiall material respects the information setfictherein.

We also consent to the incorporation by referendbe Registration Statements (Form S-3 No. 33-83Barm S-8 No. 333- 07121, Form8S-
No. 3%-19402, Form S-8 No. 33-38094, Form S-8 No. 33-5782d Form S-8 No. 33-63741) of Textron Inc. anthanrelated Prospectuses
and Prospectus Supplements of our report datecadaid, 1998, with respect to the consolidatedniona statements and schedules of
Textron Inc. included or incorporated by referemcthis Annual Report (Form 10-K) for the year eddanuary 3, 1998.

/sl Ernst & Young
Bost on, Massachusetts
March 13, 1998



POWER OF ATTORNEY

The undersigned, Textron Inc. ("Textron") a Delasvaorporation, and the undersigned directors aficko$ of Textron, do hereby constitute
and appoint Wayne W. Juchatz, Arnold M. Friedmaighdel D. Cahn and Ann T. Willaman, and each ofrtheith full powers of
substitution, their true and lawful attorneys agdras to do or cause to be done any and all adtthamgs and to execute and deliver any and
all instruments and documents which said attoraeygkagents, or any of them, may deem necessadvimadle in order to enable Textron to
comply with the Securities and Exchange Act of 138lamended, and any requirements of the Sesuaitie Exchange Commission in
respect thereof, in connection with the filing @xiron's Annual Report on Form 10-K for the fisgahr ended January 3, 1998, including
specifically, but without limitation, power and &otity to sign the names of the undersigned dirscand officers in the capacities indicated
below and to sign the names of such officers orali@l Textron to such Annual Report filed with tBecurities and Exchange Commission,
to any and all amendments to such Annual Repo&nyoinstruments or documents or other writinga/fiich the original or copies thereof

to be filed as a part of or in connection with séetnual Report or amendments thereto, and to fileanse to be filed the same with the
Securities and Exchange Commission; and each afrttlersigned hereby ratifies and confirms all thath attorneys and agents, and each of
them, shall do or cause to be done hereunder ardadtorneys and agents, and each of them, shadl bad may exercise, all of the powers
hereby conferred.

IN WITNESS WHEREOF, Textron has caused this Poviditmrney to be executed and delivered in its n@me on its behalf by the
undersigned duly authorized officer and its corposeal affixed, and each of the undersigned lymedihis or her name thereto, on this 25th
day of February, 1998.

TEXTRON INC.

By: /s/James F. Hardynon
James F. Hardynon
Chai rman and Chi ef
Executive Oficer
ATTEST:

/sl Frederick K. Butler
Frederick K. Butler
Vice President and Secretary

/ s/ James F. Har dynon

Janes F. Hardynon

Chai rman and Chi ef

Executive O ficer, Director
(principal executive officer)

/sl Lewi s B. Canpbell

Lewi s B. Canpbell

Presi dent and Chief Operating
Oficer, Director

/sIH Jesse Arnelle
H Jesse Arnelle
Director

/sl Teresa Beck
Ter esa Beck
Director

/s/R. Stuart Dickson
R Stuart Dickson
Director

/ s/ Paul E. Gagne
Paul E. Gagne
Di rector

/ s/ John D. Maconber
John D. Maconber
Di rector

/ s/ Dana G Mead
Dana G Mead
Director

/ s/ Barbara Scott Preiskel
Bar bara Scott Preiskel
Director

/s/Brian H Rowe
Brian H Rowe
Di rector

/ s/ Sam F. Segnar
Sam F. Segnar
Di rector

/s/ Jean Head Sisco
Jean Head Sisco
Di rector

/s/ John W Snow
John W Snow
Di rector

/s/ Martin D. \Wal ker
Martin D. \al ker
Di rector

/ s/ Thomas B. \Weel er
Thormas B. Wheel er
Di rector

/ s/ St ephen L. Key

St ephen L. Key

Executive Vice President

and Chi ef Financial Oficer
(principal financial officer)

/s/Richard L. Yates
Ri chard L. Yates
Vi ce President and Controller



(principal accounting officer)



Exhibit 24.2
TEXTRON INC.
Assistant Secretary's Certificate

I, ANN T. WILLAMAN, a duly elected Assistant Seceey of TEXTRON INC., a Delaware corporation (heedter, the "Corporation™), DO
HEREBY CERTIFY that set forth below is a true amdrect copy of a resolution passed at a meetirigefCorporation's Board of Directors
held on February 25, 1998, at which a quorum wasgnt and voted throughout:

RESOLVED, that the officers of the Corporation aed they hereby are, authorized in the name armbbalf of the Corporation to execute
and deliver a power of attorney appointing WayneJWhatz, Arnold M. Friedman, Michael D. Cahn anthA. Willaman, or any of them,
to act as attorneys-in-fact for the Corporationtfa purpose of executing and filing the CorpordicAnnual Report on Form 10-K for its
fiscal year ended January 3, 1998, and any arair@@hdments thereto.

| DO HEREBY FURTHER CERTIFY that the foregoing rag®mn has been neither amended nor modified, anthins in full force and
effect as of the date hereof.

IN WITNESS WHEREOF, | have hereunto set my hand@ndsed the Corporate seal of TEXTRON INC. to lized as of the 16th day of
March, 1998.

/s/Ann T. WIIanan
CORPORATE SEAL Assi stant Secretary

End of Filing
pmdaylin{i;\[_{m
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