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In 2024, we are prioritizing our focus on execution, margin expansion and growing free cash flow. Additionally, we will continue to evaluate parts
of our portfolio against strategic alternatives for noncore assets.

It should be clear that we have made significant progress on the journey to transform the company. Our core businesses are aligned with our
customers' priorities and provide many levers to enable us to create shareholder value. Ken will discuss our capital deployment strategy in more
detail, but it is unchanged from what we discussed at Investor Day. We will invest to grow organically, to delever the balance sheet and then to
return excess cash to shareholders.

Our strategy is backed by our diverse and talented team, and we continue to invest in our workforce both financially and professionally. This gives
me confidence that we have the right leaders in place to execute our imperatives and drive long-term shareholder value.

With that, let me turn it over to Ken for some financial details, including our 2024 guidance.

Kenneth L. Bedingfield - L3Harris Technologies, Inc. - Senior VP & CFO

Thanks, and good morning, everyone. It's great to be part of the L3Harris team and working alongside Chris. Over the last 6 weeks, I have been
actively engaged with the team, reviewing the business and our financial plan. I'm all in, in our approach and grow more confident with each day.
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Early actions the team has taken include investing in critical suppliers, deploying resources to their sites, improving processes and co-investing in
supplier infrastructure. We look forward to sharing more data with you as we progress on these efforts in 2024.

Turning now to 2024 guidance, which is consistent with the framework that we presented at Investor Day. We expect $20.7 billion to $21.3 billion
in revenue with organic growth in all segments. As you fill out your models, I would note that, with strong fourth quarter results at CS and some
favorable SAS timing, we expect a slower top line growth rate to start the year. IMS and total company guidance also contemplates the sale of CAS
in 2024 with any potential timing impact within the revenue and margin guidance ranges.

Consolidated segment operating margin is anticipated to be approximately 15% from efficiencies gained with increased volume, operational
improvements and LHX NeXt cost savings. This is partially offset by a full year of Aerojet Rocketdyne. Throughout the year, margins should gain
momentum driven by program ramps, international product mix and accelerating LHX NeXt cost savings.

We do have two nonoperational headwinds totaling more than $200 million. First is lower pension income, which we anticipate netting to about
$300 million this year; and second is an anticipated $650 million in interest expense. With taxes and share count, we anticipate non-GAAP EPS to
grow to a range of $12.40 to $12.80. We should see it grow ratably across the quarters, ultimately reflecting a sequential build much like we saw
in 2023.

We closed out 2023 with solid working capital improvement, coming down from elevated levels during the pandemic. The team and I are keenly
focused on this as we aim to grow free cash flow over the next several years. For 2024, we expect free cash flow of approximately $2.2 billion, up
10%, driven by earnings growth and continued balance sheet efficiency.

At a segment level, we expect SAS revenue of $6.9 billion to $7.1 billion, with operating margin in the mid- to high 11% range. IMS revenue is
anticipated to be $6.4 billion to $6.6 billion, with operating margin in the low to mid-11% range, driven by lower-than-historical international mix.
We expect CS revenue of $5.3 billion to $5.4 billion with operating margin in the low to mid 24% range. And for Aerojet Rocketdyne, we anticipate
revenue of $2.4 billion to $2.5 billion and operating margin in the high 11% range.

As Chris mentioned, our capital allocation priority remains focused on first paying down debt to achieve a leverage ratio of less than 3.0, and then
a shift to returning all excess cash to shareholders through dividends and share repurchases.

On the dividend, we continue to target a payout ratio of 35% to 40% of free cash flow. For share repurchases, I will note that we returned over $0.5
billion in 2023, we are targeting a similar amount in 2024, and we look to accelerate buybacks in '25 and 2026.

To close out, one of the reasons I joined L3Harris was my belief that there is tremendous value potential. In my time here, I have gained more
confidence that we can deliver on our 2024 and future commitments.

With that, let's open the line for questions. Rob?

Q U E S T I O N S  A N D  A N S W E R S

Operator

(Operator Instructions) Our first question is from the line of Scott Deuschle with Deutsche Bank.

Scott Deuschle - Deutsche Bank AG, Research Division - Research Analyst

Chris, can you give us an update on attrition and program performance at IMS?
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And then for Ken, the IMS margin guide implies '24 segment margins, I think, will be down relative to the second half of '23. So I'd like to hear a bit
more on the thinking there.

And then also for Ken, just maybe you can comment on your philosophy on guidance and where you sit on the spectrum in terms of viewing
guidance as an aspiration, an operational plan, or closer to a promise.

Christopher E. Kubasik - L3Harris Technologies, Inc. - Chairman & CEO

All right. Thanks, Scott. Yes. Talking about IMS, if we looked at 2023, you'll see that we did improve margins in the second half compared to the
first half. And as we've talked about, it is a little bit of a lumpy business based on the timing of aircraft purchases. We laid out in Investor Day that
our strategy in the near term here was really to continue to have stability, especially with the program performance, and focus on margin improvement.

So to answer your question specifically here in the short term, we are seeing better program performance, and I think that's what gives us confidence
in the opportunities, not only for 2024, but the next several years.

The attrition is definitely slowing down. We've been successful in hiring new people, training new employees. And I think that's starting to be
reflected in our performance. And equally as important is suppliers, and maybe more specifically in this case, our subcontractor's performance is
starting to improve as we got through those macroeconomic disruptions. The bidding rigor is improving. We've lowered the delegations of authority,
so more bids are being reviewed not only at the segment level, but the corporate level.

And we have at least one instance in the fourth quarter where we no-bid a fixed price development program. And I've been talking about this for
at least a year, and we will continue to no-bid programs where the contract type is not appropriate for the risk we're assuming. And I said it in
December, and I'll say it again. I will sacrifice revenue for earnings and cash every day of the year, and we will continue to do so until that changes.
And of course, we're making structural changes to the business.

In the midterm, I see upside to the margins as we're going to grow internationally at IMS. We're looking at about 25% international this year. I see
that getting into the 30% range in a couple of years, driven by WESCAM and international business jets. In fact, this quarter already, a European
customer has awarded a $300 million award to us for aircraft missionization, and that will be accretive to our margins.

And then when we -- I'm sure we'll talk more about LHX NeXt in the time that remains, but I think this segment is clearly ripe for opportunities. We
laid out the fact, despite all the good work we've done in the last 4 years, we still have 100 facilities, we still have eight different ERP vendors, and
we have 24 reporting units. I did mention that 10 of those, in my comments, were migrated into 1, so we're making progress. And the team has

https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us


https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us


So I don't know if that gives you a little more granularity. I think as we get closer to 2026, we'll be able to be more specific. But the 100 basis points
is the floor, and that's kind of my order of how I'd put them. I don't know, Ken, if you agree or have different thoughts there.

Kenneth L. Bedingfield - L3Harris Technologies, Inc. - Senior VP & CFO

No, I think you hit it well.

Operator

Our next question comes from the line of Ron Epstein with Bank of America.

Ronald Jay Epstein - BofA Securities, Research Division - MD in Equity Research & Industry Analyst

Yes. One of the big focuses at the Investor Day was the Space business. And maybe if you can give us maybe a deeper dive into how that's going,
your work on the SDA transport and tracking layers, and maybe continued opportunities for growth in that business.

Christopher E. Kubasik - L3Harris Technologies, Inc. - Chairman & CEO

Yes. Space, we keep talking about Space and highlighting that as kind of the model for our Trusted Disruptor strategy. So we have won -- we're
really just on the tracking for SDA. So we won Tranche 0, we won Tranche 1. And as I mentioned just a couple of weeks ago, we were awarded
Tranche 2. So I think we've gone from 4 satellites to 8 satellites to 18. So -- and there will be a Tranche 3 and beyond, I would expect.

I can tell you that in each of those successive contracts, the margins that we bid and expect have increased, which was part of our strategy. So the
team is performing well. We have satellites waiting to be launched. So we're looking at these annuity, long-cycle consolations.

And we've talked about the missions really migrating from the air domain to the space domain, and I think we're seeing it here. And these satellites
will have single-digit useful lives and they'll need to be repopulated over time. So I kind of look at this as an annuity, where in several years, the
Tranche 0 satellites will deorbit and they'll need additional satellites to be launched. So 3 for 3, quite proud of the team, and I think our customers
obviously pleased with our performance.

I did mention we do have a pretty good business in weather satellite, so it was exciting to see us get some international opportunities. You don't
necessarily see that all the time in the Space business. So that's some additional growth. And we still provide payloads for exquisite satellites where
we're a sub to the primes. Most of those are classified.

So pretty good backlog. We also mentioned at Investor Day, we're investing in building a satellite factory here in Florida, and that ground has been
broken, and we're excited about that. So we'll be able to turn satellites at a pretty quick pace here in the near term.

Operator

The next question is from the line of David Strauss with Barclays.

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

So Chris, I guess following up on Ron's question, SAS, I think in '23, you did something like 8% organic growth. It looks like your guidance for this
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Kenneth L. Bedingfield - L3Harris Technologies, Inc. - Senior VP & CFO

Yes. No, I agree on that front. I would say the team did a great job of working aggressively to get on top of the initial integration cost savings. We
did hit that target. We're continuing to drive for more. But at this point, the primary focus is really around some of the operational efficiencies,
working to drive the throughput through the business and getting what were some bottlenecks to increase production out of the way so that we
can deliver these critical capabilities to our customers at Aerojet.
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But we've got a lot of confidence in our growing free cash flow. We talked about 10% free cash flow growth. That will be driven by certainly the
margin growth, the margin improvement on growing revenues as well as continued and disciplined balance sheet management.

Christopher E. Kubasik - L3Harris Technologies, Inc. - Chairman & CEO

And I'll just chime in, Peter. The continuing resolution, while we've had one every year since 2010, and I think we and the industry know how to
deal with it, it does tend to slow things down really from a customer perspective. So as I mentioned, we are under a CR through March. Hopefully,

https://www.refinitiv.com/
https://www.refinitiv.com/en/contact-us


Robert Michael Spingarn - Melius Research LLC - MD

So Chris, Ken touched on this, but maybe a quick operational update on Aerojet, but more in the context of some of these supply chain bottlenecks
that are still there. Now obviously, this started well before your acquisition and part of the value proposition there is getting it back on pace, but
a couple of things.

Does it make any sense to bring any of the problem suppliers in-house? And then Lockheed's talking about standing up a third supplier, Anduril
is building a business. So I wanted to see how you think about the longer-term market share implications if others come in.

Christopher E. Kubasik - L3Harris Technologies, Inc. - Chairman & CEO

Yes. Thanks, Rob. Let me start -- cover a couple of things and work in specifically your question. The demand, I mentioned earlier, there's more
demand than there is supply, which is a great thing when we look back on the acquisition. And to repeat myself, 200 proposals for $13 billion is
something we would have never expected in just a 6-month period.

The infrastructure, great progress. We've got the $50 million. We've got the policies. We've got the personnel. The IT systems are in work. And in
fact on the talent front, the attrition at Aerojet Rocketdyne has dropped by 1/3 overall and 50% for the engineers. We do these regular surveys.
There's just a lot of enthusiasm and excitement about the acquisition, the strategy. And I think it's a tribute to the team that shows how we
successfully have integrated them and welcomed them into L3Harris.

Going back to the demand, it's all about capacity. We've talked about the DPA investment for $216 million focused on GMLRS and Javelin and
Stinger. In fact, we've already acquired a building in Huntsville, Alabama. Our capacity and footprint there is 4x, and that will ultimately -- it is, but
will ultimately be our inert center of excellence, which is great.

The challenges are really at the sub-tier suppliers, as you said. I don't think it makes a lot of sense to bring them in-house. We've actually invested
in some of these, not as an ownership, but by helping them with tooling and capital. Our customers have also -- our end customer and our immediate
prime customers have also invested.

So as we've said, there's a little bit of a chokepoint here at the sub-tier. Personally, I think over time, a third solid rocket motor provider is fine. We
don't shy away from competition. But that doesn't really solve the problem because at the end of the day, everybody's going to be going to the
same sub-tiers, for the cases, for the igniters, for the nozzles and such. So we have to fix the sub-tier. We're doing our part by helping them out
financially, getting the equipment, improving their -- the capacity. And we started to see it.

There is a big well documented, I think we call it backlog for undelivered motors, and we're chipping away at that, as I mentioned. And once we
get these facilities and equipment up and running, I think it's going to look pretty good. And yes, there's a lot of people trying to get into this
market now, which is fine. It's a high-growth market, and in my mind, reaffirms the rationale and the value potential from this acquisition.

Operator

The next question comes from the line of Myles Walton with Wolfe Research.

Myles Alexander Walton - Wolfe Research, LLC - MD & Senior Analyst

Ken, I'm hoping you can provide a few of the cash details on the surface, the Section 174 impact for '23 and '24, maybe what the benefit would be
if they retroactively reversed it, what you've paid and what you could get back.

And then maybe just also as it relates to stripping out from the cash numbers, is it just the $220 million for LHX NeXt that you laid out at Investor
Day? Or are there other adjustments we should consider?
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your traditional cost-plus, truth in negotiation type regulations may not make sense. And I think that's what a lot of the new entrants are also
struggling with, to figure out how to get into those markets.

So look, we all get to draft RFPs. We review them, we push back and sometimes you just have to no-bid. And one of these days, the entire industry
is not going to bid on a fixed-price development contract and the DoD will change. But when you get 1 or 2 bids, they're going to make the award,
and we're doing our best to balance the risk with the financial upside that we have, so probably a little more disciplined.

But this has been an ongoing debate probably for decades, and we continue to engage with the customer, and I think they appreciate and
understand where the industry is coming from. So we'll see what happens in the months and years ahead.

So look, before I sign off, I really would like to take a moment and thank our 50,000 employees for their focus on performance and execution
throughout the year. Clearly, this is impossible without them, and they're critical to our success in meeting not only our shareholders, but our
customer commitments.

So really appreciate everybody joining the call. Ken, again, welcome to the team. And we'll be talking to you all soon. Thanks.

Operator

This concludes today's teleconference. You may disconnect your lines at this time. Thank you for your participation, and have a wonderful day.
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