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To aid with year-over-year comparability following the L3Harris merger, discussions also will be on a combined basis with prior year results as well
as year-to-date and first half 2019 results reflecting combined L3 and Harris historical operating results as if the businesses had been operating
together during prior periods under the 4-segment structure.

With that, Bill, I will turn it over to you.

William M. Brown - L3Harris Technologies, Inc. - Executive Chairman & CEO

Okay. Thank you, Anurag, and good morning, everyone. Earlier today, we reported strong third quarter results with non-GAAP earnings per share
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Our fifth priority is to maximize free cash flow with shareholder-friendly capital deployment. In the quarter, we generated $618 million of free cash
flow, up 123% over prior year through higher earnings, tight management of capital spending and a 2-day sequential improvement in working
capital. We've also improved the linearity of cash generation with about 70% of free cash flow guidance delivered in the first 3 quarters of the year
compared to less than 50% for the same period last year. And in the third quarter, we returned $922 million to shareholders, including $750 million
in share repurchases, which keeps us on track to buy back 1.5 billion of shares in the second half of calendar '19.

And finally, reshaping our portfolio to focus on high-margin, high-growth, technology-differentiated businesses where we can win and generate
attractive returns. While this is an ongoing process, we've begun marketing several businesses that we've assessed as non-core. And our plan is to
announce transactions as they occur and use the net proceeds to repurchase shares to offset dilution.

So in summary, on the back of successful execution against our strategic priorities, strong third quarter performance and a solid backlog, we're
increasing our second half guidance for non-GAAP earnings per share to $5.35 with revenue growth of 10% and free cash flow of approximately
$1.35 billion, the higher end of the previous guidance range. And as we go into 2020 and assuming appropriations are enacted in line with the
recent budget agreement, we continue to expect mid-single-digit-plus revenue growth and expanding margins off a higher 2019 base than we
anticipated in S-4, driving double-digit cash and earnings per share growth.

So with that, let me turn it over to Chris to provide an update on operational and segment financial performance. Over to you, Chris.

Christopher E. Kubasik - L3Harris Technologies, Inc. - Vice Chairman, President & COO

Okay. Thank you, Bill, and good morning, everyone. We are performing very well right out of the gate due in large part to months of premerger
work accomplished by the joint integration team.

Expanding on Bill's comments. In addition to e3 and other enterprise-wide initiatives, we are also driving a common business development capture
process, we're incorporating best practices from across the company and we're focusing on a bottoms-up effort to improve working capital
performance. All of these enterprise-wide initiatives are gaining momentum and expected to contribute to our future growth, profitability and
cash generation.

Let me now turn to operating results by segment. On Slide 5, Integrated Mission Systems revenue grew by 10% for the quarter and 11% calendar
year-to-date from strength in ISR missionization and increased global demand for Wescam turret systems. Orders were strong as we continue to
solidify our position on Big Safari programs, increase share in electro-optical and enhance our unmanned maritime franchise. This resulted in a
book-to-bill of 0.99 for the quarter and 1.11 year-to-date. Segment operating income was up 24% and margin expanded 160 basis points to 13.8%
for the quarter, resulting in a year-to-date margin of 12.7%. This solid performance was driven by increased volume, integration savings, pension
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William M. Brown - L3Harris Technologies, Inc. - Executive Chairman & CEO

Carter, just to add a comment there that the pipeline is pretty solid. It's just that the orders are lumpy and that the timing is difficult to predict. And
so we thought it's prudent, with one quarter left, to just push it to the right and take it out of the year. We'll revisit that for 2020, but the pipeline
is pretty solid.

Operator

Our next question comes from the line of Noah Poponak with Goldman Sachs.

Noah Poponak - Goldman Sachs Group Inc., Research Division - Equity Analyst

I was kind of hoping to just get your updated thoughts on where you think you can take the total operating margin of the business long term
because you're going to exit the year at this kind of 17 or a little better than 17. And then the incremental cost synergies you still have yet to achieve
alone get you at least 100 basis points if not more -- higher than that.

And then Bill, you just spoke to continuing the drumbeat of operational improvement beyond the synergies. And each legacy business had a
couple sort of temporarily depressed pieces that look like they were going to improve. So I mean is this a 20% sustainable -- starting 4 to 5 years
outne
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William M. Brown - L3Harris Technologies, Inc. - Executive Chairman & CEO

Yes. So yes, C-17 drag will go away. But overall, we -- in my comments, I talk about mid-single digit plus. So just based on where we were at in the
S-4, L3 was at 5%. We're at 6.5%. So it's in that range and it's coming off of a much higher base in 2019, so about $0.5 billion above the S-4. So we're
still expecting good growth going into next year.

I think we'll see Communication Systems to be pretty good. It's more short cycle. We'll see IMS and space business sort of in the middle, both doing
pretty well. And we'll see Aviation Systems probably being a little bit less than the other 3. Part of this, some of the trends that Chris talked about
will continue into next year. I don't think I'll go into any more detail within the segment. But the reality, those are the major drivers at a pretty macro
level across the 4 segments.

Operator

Our next question comes from the line of David Strauss with Barclays.

David Egon Strauss - Barclays Bank PLC, Research Division - Research Analyst

Wanted to -- 2-part question. First of all, on the margins. They're implied in the fourth quarter, lower than what you did in Q3 despite having more
in the way of synergies coming through. Can you just explain what exactly is going on there?

And then on the working capital side. Jay, it looks like you were relatively flat overall in terms of working capital in the quarter. Can you just maybe
update us how you're thinking about this target? I think the longer-term target you have out there to produce working capital day is from 75 down
to 50 to 60 days.

William M. Brown - L3Harris Technologies, Inc. - Executive Chairman & CEO

So let me get the first one and I'll pass it onto Jay. So yes, we did see really good performance in Q3. It steps down sequentially in Q4, still up
year-over-year. And it's really coming from higher cost synergies going from Q3 to Q4, offset by some additional investment. Quite a big chunk of
investment coming in Q4 both in R&D as well as in B&P.

So there's a little bit of sloppiness here in our Q3, but we see good opportunities to invest. Investing in some of the ideas that are coming at us.
We're really busy on B&P activity. And really, it's just a measure of additional step-up in investment in Q4 from Q3. So I'll let Jay hit the working
capital.

Jesus Malave - L3Harris Technologies, Inc. - Senior VP & CFO

Sure. Just a quick one on margins, David. We did 210 basis points in Q3. We're almost 200 basis points in Q4. So expansion is fairly similar. We're
just starting off a little bit of a lower base in Q4.

As far as working capital, we've got a couple of days that we achieved in the third quarter. As I mentioned, we'll be flat to maybe a day in the fourth
quarter over the longer term. We're still kind of holding out to the 6, 7, 8 days of reduction to get us to the $3 billion in 2022. So really, nothing has
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it actually gets enacted, when the appropriations bills are enacted. We're hopeful that will happen by the end of this year. But we'll have enough
time as we get into January to assess where we're at. And as we guide on '20, we'll incorporate the latest thinking out of DC on budget and budget
timing.

But the reality, I think what's encouraging here is there is a top line 2-year agreement. There's a lot of alignment between House and Senate bills
on funding areas. And as I look through that, we feel pretty good about the budgets as they're starting to shape up. And I'm optimistic that the
overall budget will get approved. It will get approved on a timely basis, a lot of pressure on that to happen. So right now, it's not a concern for '19,
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Joshua Ward Sullivan - Seaport Global Securities LLC, Research Division - Director & Senior Industrials Analyst

Just a question on the classified budget exposure. I know you provided some color there on the space exposure. But what about the rest of the
classified budget? How big of an opportunity is that outside of space? And then maybe what percentage of the total portfolio at this point is coming
from the classified budgets?

William M. Brown - L3Harris Technologies, Inc. - Executive Chairman & CEO

Yes. We kind of -- I probably can come back to you on the piece of the portfolio. We knew where legacy Harris was. I think we have to commonize
our definition, but it could be in the 20% range.

The reality is when you look at the combined military and national intelligence budgets, it's north of $80 billion, $82 billion, something like that.
So our piece of that or share of that still is relatively small. I think lots of opportunities to grow into it. But more importantly, the places where that
budget -- or those budgets are shifting are more in line with the direction that we move. Clearly, there's been a shift towards resiliency and how
you define that with space architecture. And I think we're ahead of the curve on that a little bit and we're enjoying some of the benefits of that. I
think it's -- so we'll have to come back to you on what piece of our overall company is now -- part of it is definitional as well. So I think we'll come
back and maybe have a different answer on that.

Joshua Ward Sullivan - Seaport Global Securities LLC, Research Division - Director & Senior Industrials Analyst

Okay. That's fair enough. And then just on the footprint consolidation efforts. Where are you moving faster? Are there any hurdles popping up?
And I'm not sure if you mentioned but any metrics on square footage or the number of facilities maybe targeted for the end of the year?

William M. Brown - L3Harris Technologies, Inc. - Executive Chairman & CEO

No. We didn't mention it. I mean we -- I think we've talked publicly that we have about 20 million square feet of space, just over 400 facilities. So
we've obviously moved pretty quickly on a couple of different facilities, headquarters, facilities. We've moved pretty quickly on a few others. There's
a number of projects that are working itself through the process. We're evaluating each one in turn.
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