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L3Harris strategic priorities update

Execute seamless integration...$500M 
in gross cost synergies

• Cost synergies ahead of plan...increasing to $185M, $20M above prior guide
• Plan to achieve $300M net ($500M gross) in 2021 intact...1 year ahead of schedule

Drive flawless execution and margin 
expansion...e3 operational excellence

Reshape portfolio to focus on high 
margin, high growth businesses

Maximize cash flow with shareholder 
friendly capital deployment

Grow revenue...invest in 
differentiated technology and 
innovation

• 150 bps of adjusted EBIT margin1 expansion in 2Q to 18.2%
• Updated full-year margin guidance to 17.5%+, versus prior ~17.5%
• Culture of excellence...lean assessments, quality clinics and value engineering 

• Rigorous R&D process...with increased focus in select areas
• Multi-billion dollar pipeline of revenue synergies...down-selected on 13 of 23 

proposals

• 4 transactions to date totaling more than $1 billion...EOTech set to close today 
• Estimating 8-10% of revenue to be divested with ~1/3 complete
• More progress expected in the coming quarters

• $785M adjusted FCF2 in 2Q; ~$2.7B adjusted FCF2 LTM
• 2-day sequential working capital improvement...13-day improvement since merger
• Confident in $3B FCF target for 2022 with growth thereafter 

1Comparison to prior-year pro forma results; "pro forma" refers to applicable prior-year result in the pro forma condensed combined income statement information (prepared in a manner consistent with Article 11 of Regulation S-X) included in L3Harris' Current 
Report on Form 8-K filed May 4, 2020.  Non-GAAP adjustments exclude discontinued operations, merger deal and integration costs, COVID-19-related charges and adjustments (including charges and adjustments for impairment of goodwill and other assets), 
restructuring and other items, divestiture expenses and losses,  amortization of acquisition-related intangibles, additional cost of sales related to the fair value step-up in inventory sold and other prior-period items; refer to non-GAAP financial measure 
reconciliations in other quarterly earnings materials and the L3Harris investor relations website.
2Adjusted FCF (free cash flow) = operating cash flow less capital expenditures, adding back cash flow for merger deal and integration costs. For non-GAAP reconciliations reference other quarterly earnings materials and the L3Harris investor relations website.
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Working capital opportunity 
Roadmap of opportunities... ...to drive best in class working capital 

10 businesses drive ~75% of 
working capital

40 - 50

Path to 40 - 50 days in 
2022 and beyond

1

1Excludes impact of divestitures and accounting related adjustments

Inventory (55 - 65 days)
– Reduce cycle times
– Enhance forecasting accuracy
– Implement vendor managed inventory 
– Improve supplier delivery performance
– Increase advanced payment position
– Reduce billing cycle time

Receivables (20 - 30 days)
– Disciplined negotiation of contract terms

Payables (35 - 45 days)
– Standardize and extend vendor 

payment terms
– Implement shared service business 

model55

Represents 
working capital 
dollars
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Integrated Mission Systems1

Operating income and margin

162
224

327

425

2Q19 2Q20 1H19 1H20

Revenue

1,240 1,331

2,602 2,701

2Q19 2Q20 1H19 1H20

   2Q20
• Revenue up 7.3% versus prior-year pro forma1

–Growth in Electro Optical and Maritime 
–ISR flattish

• Operating income increased 38% versus prior-
year pro forma 

• Margin expanded
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Space & Airborne Systems1

Revenue

1,200 1,249

2,312 2,441

2Q19 2Q20 1H19 1H20

Operating income and margin

22

    2Q20
• Revenue up 4.1% versus prior-year pro forma1

–F-35 growth in Avionics and classified growth in Intel 
& Cyber

–Partially offset by program transition timing and tough 
compare in Space

• Operating income up 3% versus prior-year pro 
forma

• Margin contracted 20 bps to 18.8% versus prior-
year pro forma
– Operational excellence and integration benefits more 

than offset by unfavorable mix

• Funded B:B 0.94 and 0.97 since merger close

19.0% 18.8%

+7%

+5.6%

($million)

1,019 1,249 

1All segment comparisons are to prior-year pro forma results, unless otherwise noted; "pro forma" refers to applicable prior-year result in the pro forma condensed combined income statement information (prepared in a manner consistent with Article 11 
of Regulation S-X) included in L3Harris' Current Report on Form 8-K filed May 4, 2020.

195 235 

Pro forma
Comparison

GAAP

GAAP

Pro forma
Comparison

369 456
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Aviation Systems1

Operating income and margin

109 100

214
247

2Q19 2Q20 1H19 1H20

    2Q20
• Revenue down 17% versus prior-year pro forma1 

and down 7.4% on an organic2 basis
–Commercial Aviation Solutions performance in-line 

with expectations
–Mid-teens growth in Defense Aviation Products

 
• Non-GAAP3 income down 8% versus prior-year 

pro forma1 and up 4% on an organic basis2

• Non-GAAP3 margin expanded 120 bps to 12.5% 
versus prior-year pro forma
–
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2020 full-year guidance

Total L3Harris  By Segment

Organic revenue1

           Organic revenue1

up 3.0 - 5.0% 

EPS2

17.50%+

$11.15 - $11.55 $2.6 - $2.7B

Margin2

FCF3

IMS

Margin2

SAS

CS

AS

up 5.5 - 7.0% 13.50%+

up 6.0 - 7.5% ~18.75%

up 3.5 - 5.0% ~23.75%

down 1.0 - 5.0% ~13.25%

(vs.  ~13.50%)

(vs. ~17.50%)

1Compared with prior-year pro forma revenue; "pro forma" refers to the applicable prior-year result in the pro forma condensed combined income statement information (prepared in a manner consistent with Article 11 of Regulation S-X) included in L3Harris’ Current 
Report on Form 8-K filed May 4, 2020. Organic comparison then excludes revenue attributable to each divested business for the remaining portion of the prior-year quarter that is equivalent to the balance of the current-year quarter following the date the business was 
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1Non-GAAP EPS excludes merger deal and integration costs, COVID-19-related charges and adjustments (including charges and adjustments for impairment of goodwill and other assets), restructuring and other items, divestiture expenses and losses, 
amortization of acquisition-related intangibles, additional cost of sales related to the fair value step-up in inventory sold, and other prior-period items; refer to non-GAAP financial measure reconciliations in other quarterly earnings materials and the L3Harris investor 
relations website.
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2Q19 2Q20
CY20 
Guide

Cost synergies (net) n/a $60 ~$185
(prior ~$165)

Net interest expense1 $63 $65 ~$255

Integration expenses2 $18 $37 ~$158

Effective tax rate (non-GAAP) 16.0% 16.9% ~17%

Noncontrolling interests, net of income taxes1 $6 $2 ~$10
(prior ~$24)

Average diluted shares outstanding1 (million shares) 225.7 217.8 ~217

Net capital expenditures $57 $60 ~$370
(prior ~$400)

Other financial information
($million except noted)

12Q19 reflects pro forma results; "pro forma" refers to the applicable prior-year result in the pro forma condensed combined income statement information (prepared in a manner consistent with Article 11 of Regulation S-X) included in L3Harris’ Current 
Report on Form 8-K filed May 4, 2020.
2CY20 guidance for integration expense includes approximately $5M of restructuring charges recorded in the second quarter.
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Supplemental L3Harris tactical communications history
($million)

1Q19 2Q19 3Q19 4Q19 1Q20 2Q20

Orders 289 488 371 486 450 458

Sales 407 435 401 435 454 477

DoD 189 195 193 227 270 279

International 218 240 208 208 184 198

Funded Backlog1 1,034 1,079 1,049 1,100 1,096 1,077

1Funded backlog includes the impact of foreign currency translation.
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