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Part —Financial Information

Condensed Consolidated Statements of Operations

(Unaudited)

(In millions, except per share amounts)

Net sales from products

Net sales from services

Net sales

Costs of product sales

Costs of services sales

Costs of sales

Gross margin

Selling, general and administrative expenses
Research and development expenditures
Other charges

Operating earnings

Other income (expense):

Interest expense, net

Gains on sales of investments, net
Other

Total other expense

Earnings from continuing operations before income

taxes
Income tax expense
Earnings from continuing operations

Earnings (loss) from discontinued operations, net of

tax
Net earnings

Less: Earnings attributable to noncontrolling interests —

Net earnings attributable to Motorola Solutions, Inc.
Amounts attributable to Motorola Solutions, Inc.

common stockholders:

Earnings from continuing operations, net of tax
Earnings (loss) from discontinued operations, net of

tax

Net earnings attributable to Motorola Solutions, Inc.

Earnings (loss) per common share:
Basic:

Continuing operations
Discontinued operations

Diluted:
Continuing operations
Discontinued operations

Weighted average common shares outstanding:

Basic
Diluted
Dividends declared per share

Three Months Ended
October 3, September 27,
2015 2014
$925 $921
497 515
1,422 1,436
395 414
342 337
737 751
685 685
259 287
153 166
42 25
231 207
(43 (31
10 1
(1 (26
(34 (56
197 151
71 84
126 67
(11 81
115 148

1
$115 $147
$126 $66
(11 81
$115 $147
$0.63 $0.27
(0.05 0.33
$0.58 $0.60
$0.63 $0.27
(0.06 0.32
$0.57 $0.59
199.2 246.3
201.3 248.2
$0.34 0.34

Nine Months Ended

October 3, September 27,
2015 2014

$2,550 $2,561

1,463 1,497

4,013 4,058

1,139 1,165

993 974

2,132 2,139

1,881 1,919

769 902

468 516

39 49

605 452

(122 (85 )
60 4

3 (34 )
(65 (115 )
540 337

175 107

365 230

(32 869

333 1,099

2 1

$331 $1,098

$363 $229

(32 869

$331 $1,098

$1.75 $0.91

(0.15 3.46

$1.60 $4.37

$1.74 $0.90

0.16 3.42

$1.58 $4.32

207.2 251.1

209.2 254.0

$1.02 0.96
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See accompanying notes to condensed consolidated financial statements (unaudited).
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Condensed Consolidated Statements of Comprehensive Income
(Unaudited)

(In millions)

Net earnings

Other comprehensive loss, net of tax (Note 3):

Foreign currency translation adjustments

Marketable securities

Defined benefit plans

Total other comprehensive loss, net of tax

Comprehensive income (loss)

Less: Earnings attributable to noncontrolling interest

Comprehensive income (loss) attributable to Motorola Solutions, Inc. common
shareholders

(In millions)

Net earnings

Other comprehensive income (loss), net of tax (Note 3):
Foreign currency translation adjustments

Derivative instruments

Marketable securities

Defined benefit plans

Total other comprehensive loss, net of tax
Comprehensive income

Less: Earnings attributable to noncontrolling interest

Three Months Ended
October 3, September 27,
2015 2014
$115 $148
(16 ) (34

(5 ) —

— (345
(21 ) (379
94 (231
— 1

$94 $(232
Nine Months Ended
October 3, September 27,
2015 2014
$333 $1,099
35 ) (19

— 1

(34 ) 2

(82 ) (322
(151 ) (338
182 761

2 1

Comprehensive income attributable to Motorola Solutions, Inc. common shareholders $ 180

See accompanying notes to condensed consolidated financial statements (unaudited).

$760
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Condensed Consolidated Balance Sheets

(In millions, except par value)

ASSETS

Cash and cash equivalents

Accounts receivable, net

Inventories, net

Deferred income taxes

Other current assets

Current assets held for disposition

Total current assets

Property, plant and equipment, net

Investments

Deferred income taxes

Goodwill

Other assets

Non-current assets held for disposition

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current portion of long-term debt

Accounts payable

Accrued liabilities

Total current liabilities

Long-term debt

Other liabilities

Stockholders’ Equity

Preferred stock, $100 par value

Common stock, $.01 par value:

Authorized shares: 600.0

Issued shares: 10/3/15—176.7; 12/31/14—220.5
Outstanding shares: 10/3/15—176.6; 12/31/14—219.8
Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Total Motorola Solutions, Inc. stockholders’ equity (deficit)
Noncontrolling interests

Total stockholders’ equity (deficit)

Total liabilities and stockholders’ equity

See accompanying notes to condensed consolidated financial statements (unaudited).

October 3,
2015
(Unaudited)

$2,200
1,222
334
430
574

27
4,787
467
292
1,889
423
183

45
$8,086

$4
443
1,582
2,029
4,386
1,969

[\

1,689
(2,006
(307

(298
$8,086

December 31,
2014

$3,954
1,409
345
431
740
6,879
549
316
2,151
383
145

$10,423

$4
540
1,706
2,250
3,396
2,011

\®}

1,178
3,410
(1,855
2,735
31
2,766
$10,423

)
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Condensed Consolidated Statement of Stockholders’ Equity

(Unaudited)
Common Accumulated
Stock and Other Retained Noncontrollin
(In millions) Shares Additional . . £
L Comprehensive Earnings  Interests
Paid-in Income (Loss)
Capital
Balance as of December 31, 2014 220.5 $1,180 $ (1,855 ) $3,410 $31
Net earnings 331 2
Other comprehensive loss (151 )
Issuance of common stock and stock options
. 1.6 71
exercised
Share repurchase program 45.4) (1,147 ) (1,849 )
Tax shortfalls from share-based compensation (160 )
Share-based compensation expense 58
Sale of controlling interest in subsidiary common
(24 )
stock
Dividends declared (203 )
Equity component of Senior Convertible Notes 8
Balance as of October 3, 2015 176.7 $10 $ (2,006 ) $1,689 $9

See accompanying notes to condensed consolidated financial statements (unaudited).
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Condensed Consolidated Statements of Cash Flows
(Unaudited)

(In millions)

Operating

Net earnings attributable to Motorola Solutions, Inc.
Earnings attributable to noncontrolling interests

Net earnings

Earnings (loss) from discontinued operations, net of tax
Earnings from continuing operations, net of tax

Adjustments to reconcile Earnings from continuing operations to Net cash provided

by operating activities from continuing operations:
Depreciation and amortization

Gain on sale of building and land

Non-cash other charges (income)

Non-U.S. pension curtailment gain

Share-based compensation expense

Gains on sales of investments and businesses, net
Loss from the extinguishment of long term debt
Deferred income taxes

Changes in assets and liabilities, net of effects of acquisitions, dispositions, and

foreign currency translation adjustments:

Accounts receivable

Inventories

Other current assets

Accounts payable and accrued liabilities

Other assets and liabilities

Net cash provided by operating activities from continuing operations
Investing

Acquisitions and investments, net

Proceeds from sales of investments and businesses, net

Capital expenditures

Proceeds from sales of property, plant and equipment

Net cash used for investing activities from continuing operations
Financing

Repayment of debt

Net proceeds from issuance of debt

Issuance of common stock

Purchase of common stock

Excess tax benefit from share-based compensation

Payment of dividends

Distributions from discontinued operations

Net cash used for financing activities from continuing operations
Discontinued Operations

Net cash provided by operating activities from discontinued operations
Net cash provided by investing activities from discontinued operations
Net cash used for financing activities from discontinued operations

Effect of exchange rate changes on cash and cash equivalents from discontinued

operations

Nine Months Ended
October 3, September 27,
2015 2014
$331 $1,098
2 1

333 1,099
(32 869
365 230
113 131
— (21
43 (2
(32 —

58 74
(60 4

— 37
127 69
167 202
(21 12

38 9
(168 (170
39 (534
591 15
(150 (21
150 23
(131 (130
2 30
(129 (98
A3 (461
976 1,375
85 94
(2,996 (1,123
1 11
(218 (236
— 66
(2,155 (274
— 63

— 5

— (66
_ 2
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Net cash provided by discontinued operations — —
Effect of exchange rate changes on cash and cash equivalents from continuing

. (61 ) (23
operations
Net decrease in cash and cash equivalents (1,754 ) (380
Cash and cash equivalents, beginning of period 3,954 3,225
Cash and cash equivalents, end of period $2,200 $2,845
Supplemental Cash Flow Information
Cash paid during the period for:
Interest, net $130 $92
Income and withholding taxes, net of refunds 86 36

See accompanying notes to condensed consolidated financial statements (unaudited).
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Notes to Condensed Consolidated Financial Statements

(Dollars in millions, except as noted)

(Unaudited)

1.Basis of Presentation

The condensed consolidated financial statements as of October 3, 2015 and for the three and nine months ended
October 3, 2015 and September 27, 2014, include, in the opinion of management, all adjustments (consisting of
normal recurring adjustments and reclassifications) necessary to present fairly the condensed consolidated balance
sheets, statements of operations, statements of comprehensive income, statement of stockholders' equity, and
statements of cash flows of Motorola Solutions, Inc. (“Motorola Solutions” or the “Company”) for all periods presented.
Certain information and footnote disclosures normally included in financial statements prepared in accordance with
U.S. generally accepted accounting principles (“U.S. GAAP”) have been condensed or omitted. These condensed
consolidated financial statements should be read in conjunction with the consolidated financial statements and notes
thereto included in the Company’s Form 10-K for the year ended December 31, 2014. The results of operations for the
three and nine months ended October 3, 2015 are not necessarily indicative of the operating results to be expected for
the full year.

The preparation of financial statements in conformity with U.S. GAAP requires management to make certain
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting periods. Actual results could differ from those estimates.

Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No.
2014-09, Revenue from Contracts with Customers. This new standard will replace most existing revenue recognition
guidance in U.S. GAAP. The core principle of the ASU is that an entity should recognize revenue for the transfer of
goods or services equal to the amount it expects to receive for those goods and services. This ASU requires additional
disclosures about the nature, amount, timing and uncertainty of revenue and cash flows arising from customer
contracts, including significant judgments and estimates and changes in those estimates. In August 2015, the FASB
issued ASU 2015-14, Revenue from Contracts with Customers: Deferral of the Effective Date that delayed the
effective date of ASU 2014-09 by one year to January 1, 2018 as the Company’s annual reporting period begins after
December 15, 2017. ASU 2014-09 allows for both retrospective and modified-retrospective methods of adoption. The
Company is in the process of determining the method of adoption it will elect and is currently assessing the impact of
this ASU on its consolidated financial statements and footnote disclosures.

In April 2015, the FASB issued ASU No. 2015-03, Interest-Imputation of Interest (Subtopic 835-30): Simplifying the
Presentation of Debt Issuance Costs. Under this guidance, debt issuance costs related to a recognized debt liability are
required to be presented in the balance sheet as a direct reduction from the carrying amount of such debt liability,
consistent with debt discounts. The recognition and measurement guidance for debt issuance costs are not affected by
this guidance. In adopting the ASU, the Company will be required to apply a full retrospective approach to all periods
presented. This guidance will be effective January 1, 2016 and, upon adoption, debt issuance costs capitalized in other
assets in the consolidated balance sheet will be reclassified and presented as a reduction to long-term debt. As of
October 3, 2015, debt issuance costs, net of accumulated amortization, recognized in the condensed consolidated
balance sheet were $44 million.

In July 2015, the FASB issued ASU No. 2015-11, Inventory (Topic 340): Simplifying the Measurement of Inventory.
Under this guidance, entities utilizing the FIFO or average cost method should measure inventory at the lower of cost
or net realizable value, where net realizable value is defined as the estimated selling price in the ordinary course of
business, less reasonably predictable costs of completion, disposal, and transportation. This ASU should be applied
prospectively and will be effective for the Company beginning January 1, 2017 with early adoption permitted. The
Company does not expect this ASU will have a material impact on its consolidated financial statements.

10
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2.Discontinued Operations

On October 27, 2014, the Company completed the sale of its Enterprise business to Zebra Technologies Corporation
for $3.45 billion in cash. Certain assets of the Enterprise business were excluded from the transaction and retained by
the Company, including the Company’s iDEN business. The historical financial results of the Enterprise business,
excluding those assets and liabilities retained in the transaction, are reflected in the Company's condensed
consolidated financial statements and footnotes as discontinued operations for all periods presented.

The following table displays summarized activity in the Company's condensed consolidated statements of operations
for discontinued operations during the three and nine months ended October 3, 2015 and September 27, 2014:

Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2015 2014 2015 2014
Net sales $— $605 $— $1,737
Operating earnings — 78 — 195
Losses on sales of investments and businesses, net — — (28 ) —
Earnings (loss) before income taxes — 68 (28 ) 181
Income tax expense (benefit) 11 (13 ) 4 (688 )

Earnings (loss) from discontinued operations, net of
tax

During the three months ended October 3, 2015, the Company recorded $11 million of tax expense on the gain on the
sale of the Enterprise business to reflect actual amounts filed in the income tax return.

$(11 ) $81 $(32 ) $869

7

12



Edgar Filing: Motorola Solutions, Inc. - Form 10-Q

3.Other Financial Data
Statements of Operations Information
Other Charges (Income)

Other charges (income) included in Operating earnings consist of the following:

Other charges (income):
Intangibles amortization
Reorganization of business

Legal settlement

Non-U.S. pension curtailment gain
Pension-related transaction fees
Impairment of corporate aircraft
Gain on sale of building and land

Other Income (Expense)

Interest expense, net, and Other, both included in Other income (expense), consist of the following:

Interest income (expense), net:
Interest expense
Interest income

Other:

Loss from the extinguishment of long-term debt
Investment impairments

Foreign currency gain (loss)

Gain (loss) on derivative instruments

Gains on equity method investments

Other

Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2015 2014 2015 2014
$2 $1 $6 $3

14 13 39 48

— — — 8

_ _ (32 )y —

— 11 — 11

26 — 26 —

— — — 21
$42 $25 $39 $49
Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2015 2014 2015 2014
$47 $(38 $(132 ) $(102
4 7 10 17
$(43 $(31 $(122 ) $(85
$— $(37 $— $(37
_ _ 3 ) —
(29 10 $(23 ) $2

25 (6 13 (8

2 11 6 13

1 4 4 4

$(1 $(26 $3 ) $(34

)

)
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Earnings Per Common Share

The computation of basic and diluted earnings per common share is as follows:
Amounts attributable to Motorola Solutions, Inc. common

stockholders

Earnings from Continuing
Operations, net of tax

Net Earnings

October 3, September 27, October 3, September 27,
Three Months Ended 2015 2014 2015 2014
Basic earnings per common share:
Earnings $126 $66 $115 $147
Weighted average common shares outstanding 199.2 246.3 199.2 246.3
Per share amount $0.63 $0.27 $0.58 $0.60
Diluted earnings per common share:
Earnings $126 $66 $115 $147
Weighted average common shares outstanding 199.2 246.3 199.2 246.3
Add effect of dilutive securities:
Share-based awards 2.1 1.9 2.1 1.9
Diluted Welghted average common shares 2013 2482 2013 2482
outstanding
Per share amount $0.63 $0.27 $0.57 $0.59

Amounts attributable to Motorola Solutions, Inc. common

stockholders

Earnings from Continuing

: Net Earnings
Operations, net of tax
) October 3, September 27, October 3, September 27,
Nine Months Ended 2015 2014 2015 2014
Basic earnings per common share:
Earnings $363 $229 $331 $1,098
Weighted average common shares outstanding 207.2 251.1 207.2 251.1
Per share amount $1.75 $0.91 $1.60 $4.37
Diluted earnings per common share:
Earnings $363 $229 $331 $1,098
Weighted average common shares outstanding 207.2 251.1 207.2 251.1
Add effect of dilutive securities:
Share-based awards 2.0 2.9 2.0 2.9
Diluted Welghted average common shares 2092 254.0 2092 2540
outstanding
Per share amount $1.74 $0.90 $1.58 $4.32

In the computation of diluted earnings per common share from both continuing operations and on a net earnings basis
for the three months ended October 3, 2015, the assumed exercise of 3.9 million options were excluded because their
inclusion would have been antidilutive. For the nine months ended October 3, 2015, the assumed exercise of 2.6

million options were excluded because their inclusion would have been antidilutive.
For the three and nine months ended September 27, 2014, the assumed exercise of 4.9 million and 4.8 million stock
options, respectively, were excluded because their inclusion would have been antidilutive.

On August 25, 2015, the Company issued $1 billion of 2% Senior Convertible Notes which mature in September 2020
(the "Senior Convertible Notes"). The notes are convertible based on a conversion rate of 14.5985 per $1,000 principal
amount (which is equal to an initial conversion price of $68.50 per share). See discussion in Note 4. In the event of
conversion, the Company intends to settle the principal amount of the Senior Convertible Notes in cash.

Because of the Company’s intention to settle the par value of the Senior Convertible Notes in cash, Motorola Solutions
does not reflect any shares underlying the Senior Convertible Notes in its diluted weighted average shares outstanding

14
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until the average stock price per share for the period exceeds the conversion price. Only the number of shares that
would be issuable (under the treasury stock method of accounting for share dilution) will be included, which is based
upon the amount by which the

9
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average stock price exceeds the conversion price of $68.50. For the period ended October 3, 2015, there was no
dilutive effect of the Senior Convertible Notes on diluted earnings per share attributable to Motorola Solutions, Inc. as
the average stock price for the period outstanding was below the conversion price.

Balance Sheet Information

Cash and Cash Equivalents

The Company’s cash and cash equivalents were $2.2 billion at October 3, 2015 and $4.0 billion at December 31, 2014.
Of these amounts, $63 million was restricted at both October 3, 2015 and December 31, 2014.

Investments

Investments consist of the following:

October 3, 2015 CO.St Upreahzed Investments
Basis Gains
Available-for-sale securities:
GoYerqment, agency, and government-sponsored enterprise $58 $1 $59
obligations
Corporate bonds 9 — 9
Common stock — 15 15
67 16 83
Other investments, at cost 201 — 201
Equity method investments 8 — 8
$276 $16 $292
December 31, 2014 CO.St Upreahzed Investments
Basis Gains
Available-for-sale securities:
GoYerqment, agency, and government-sponsored enterprise $14 $— $14
obligations
Corporate bonds 16 — 16
Mutual funds 2 — 2
Common stock 1 70 71
33 70 103
Other investments, at cost 191 — 191
Equity method investments 22 — 22
$246 $70 $316

During the three months ended October 3, 2015, the Company sold various cost method investments recognizing a
gain of $10 million. During the nine months ended October 3, 2015, the Company recorded Gains on sales of
investments, net of $60 million, primarily related to the sale of one individual investment which represented $54
million of the total gain.

Accounts Receivable, Net

Accounts receivable, net, consists of the following:

October 3, December 31,
2015 2014

Accounts receivable $1,247 $1,444

Less allowance for doubtful accounts (25 ) (35 )
$1,222 $1,409

10
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Inventories, Net
Inventories, net, consist of the following:

October 3, December 31,
2015 2014
Finished goods $153 $163
Work-in-process and production materials 323 313
476 476
Less inventory reserves (142 ) (131 )
$334 $345
Other Current Assets
Other current assets consist of the following:
October 3, December 31,
2015 2014
Costs and earnings in excess of billings $397 $417
Tax-related refunds receivable 77 103
Zebra receivable for cash transferred — 49
Other 100 171
$574 $740

In conjunction with the sale of the Enterprise business to Zebra Technologies, the Company transferred legal entities
which maintained cash balances. During the nine months ended October 3, 2015, approximately $49 million of
transferred cash balances were reimbursed by Zebra in accordance with the sales agreement.

Property, Plant and Equipment, Net

Property, plant and equipment, net, consists of the following:

October 3, December 31,
2015 2014

Land $18 $18

Building 528 559

Machinery and equipment 1,536 1,672
2,082 2,249

Less accumulated depreciation (1,615 ) (1,700 )
$467 $549

Depreciation expense for the three months ended October 3, 2015 and September 27, 2014 was $30 million and $44
million, respectively. Depreciation expense for the nine months ended October 3, 2015 and September 27, 2014 was
$107 million and $128 million, respectively.

Subsequent to the three months ended October 3, 2015, the Company entered into an arrangement to transfer its
Penang, Malaysia manufacturing operations, including the land, building, equipment, inventory, and employees to a
contract manufacturer. In the three months ended October 3, 2015, the Company recognized an impairment loss of $6
million on the building that is held for sale within Other charges, in its condensed consolidated statements of
operations, and presented the assets as held for sale in its condensed consolidated balance sheets.

During the three months ended October 3, 2015, the Company entered into an agreement to broker the sale of its
corporate aircraft. In the three months ended October 3, 2015, the Company recognized an impairment loss of $26
million within Other charges based on the indicated market value of the aircraft held for sale and has presented the
aircraft as assets held for sale in its condensed consolidated balance sheets.

11
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Other Assets
Other assets consist of the following:
October 3, December 31,
2015 2014
Intangible assets, net $50 $23
Long-term receivables 16 31
Other 117 91
$183 $145
Accrued Liabilities
Accrued liabilities consist of the following:
October 3, December 31,
2015 2014
Deferred revenue $363 $355
Compensation 216 190
Billings in excess of costs and earnings 357 358
Tax liabilities 59 91
Dividend payable 60 75
Other 527 637
$1,582 $1,706
Other Liabilities
Other liabilities consist of the following:
October 3, December 31,
2015 2014
Defined benefit plans $1,590 $1.611
Postretirement Health Care Benefit Plan 47 49
Deferred revenue 116 139
Unrecognized tax benefits 50 54
Other 166 158
$1,969 $2,011

Stockholders’ Equity

Share Repurchase Program: Through actions taken on July 28, 2011, January 30, 2012, July 25, 2012, July 22, 2013,
and November 3, 2014, the Board of Directors has authorized the Company to repurchase in the aggregate up to $12.0
billion of its outstanding shares of common stock (the “share repurchase program”). The share repurchase program does
not have an expiration date.

On August 4, 2015, the Board of Directors authorized the Company to commence a modified "Dutch auction" tender
offer to repurchase up to $2 billion of its outstanding shares of common stock. The repurchase of these shares was
authorized under the existing share repurchase authority, as outlined above. The tender offer commenced on August 7,
2015 and expired on September 3, 2015. The Company paid $2 billion, including transaction costs, to repurchase
approximately 30.1 million shares at a tender price of $66.50 per share.

In addition, excluding shares repurchased under the tender offer mentioned above, the Company paid an aggregate of
$55 million during the three months ended October 3, 2015, including transaction costs, to repurchase approximately
0.8 million shares at an average price of $67.62 per share.

During the nine months ended October 3, 2015, the Company paid an aggregate of $3.0 billion, including transaction
costs, to repurchase approximately 45.4 million shares at an average price of $66.04 per share. As of October 3, 2015,
the Company had used approximately $10.8 billion of the share repurchase authority, including transaction costs, to
repurchase shares, leaving $1.2 billion of authority available for future repurchases.

12
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Payment of Dividends: During the three months ended October 3, 2015 and September 27, 2014, the Company paid
$70 million and $78 million, respectively, in cash dividends to holders of its common stock. During the nine months
ended October 3, 2015 and September 27, 2014, the Company paid $218 million and $236 million, respectively, in
cash dividends to holders of its common stock.

13
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Accumulated Other Comprehensive Loss

The following table displays the changes in Accumulated other comprehensive loss, including amounts reclassified
into income, and the affected line items in the condensed consolidated statements of operations during the three and
nine months ended October 3, 2015 and September 27, 2014:

Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2015 2014 2015 2014
Foreign Currency Translation Adjustments:
Balance at beginning of period $(223 ) $(81 ) $(204 ) $(96 )
Other comprehensive loss before reclassification
adjustment a7 ) 35 ) 35 ) (24 )
Tax benefit 1 1 — 5
Other comprehensive loss, net of tax (16 ) (34 ) (35 ) (19 )
Balance at end of period $(239 ) $(115 ) $(239 ) $(115 )
Derivative instruments:
Balance at beginning of period $— $— $— $(1 )
Reclassification adjustment into Cost of sales — — — 1
Tax expense — — — —
Reclassification adjustment into Cost of sales, net of o o o |
tax
Other comprehensive income, net of tax — — — 1
Balance at end of period $— $— $— $—
Unrealized Gains and Losses on Available-for-Sale
Securities:
Balance at beginning of period $15 $— $44 $2 )
Other comprehensive loss before reclassification o @ )y —
adjustment
Tax benefit — — 1 2
Other comprehensive income (loss) before . . a ) 2
reclassification adjustment, net of tax
Reclassification adjustment into Gains on sales of @3 )y — (54 )y —

investments and businesses, net
Tax expense 3 — 21 —
Reclassification adjustment into Gains on sales of

investments and businesses, net of tax € ) — 33 ) —

Other comprehensive income (loss), net of tax ® ) — (34 ) 2

Balance at end of period $10 $— $10 $—

Defined Benefit Plans:

Balance at beginning of period (1,777 ) (2,164 ) (1,695 ) (2,188 )
Other comprehensive loss before reclassification (647 ) (53 ) (647 )
adjustment

Tax benefit — 294 — 294

Other comprehensive loss before reclassification (353 ) (53 ) (353 )
adjustment, net of tax

Reclassification adjustment - Actuarial net losses

. . . . 27 56 84

into Selling, general, and administrative expenses

Reclassification adjustment - Prior service benefits 20 ) (16 ) (52 ) (39 )

into Selling, general, and administrative expenses
Reclassification adjustment - Non-U.S. pension — — (32 ) —
curtailment gain into Selling, general, and
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administrative expenses

Tax benefit —
Reclassification adjustment into Selling, general,

and administrative expenses, net of tax

Other comprehensive loss, net of tax —

Balance at end of period $1,777
Total Accumulated other comprehensive loss $(2,006
14

4
7
(346
) $(2,510

) $(2,625

) (1
(29
) (82
) $(1,777

) $(2,006

) (14

) 31

) (322

) $(2,510

) $(2,625
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4.Debt and Credit Facilities

As of October 3, 2015, the Company had a $2.1 billion unsecured syndicated revolving credit facility, which includes
a $450 million letter of credit sub-limit, (the “2014 Motorola Solutions Credit Agreement”) scheduled to mature on May
29, 2019. The Company must comply with certain customary covenants, including maximum leverage ratio as defined
in the 2014 Motorola Solutions Credit Agreement. The Company was in compliance with its financial covenants as of
October 3, 2015. The Company did not borrow or issue any letters of credit under the 2014 Motorola Solutions Credit
Agreement during the nine months ended October 3, 2015.

On August 25, 2015, the Company entered into an agreement with Silver Lake Partners to issue $1 billion of 2%
Senior Convertible Notes which mature in September 2020 (the "Senior Convertible Notes"). Interest on these notes is
payable semiannually. The notes are convertible anytime on or after two years from their issuance date, except in
certain limited circumstances. The notes are convertible based on a conversion rate of 14.5985 per $1,000 principal
amount (which is equal to an initial conversion price of $68.50 per share). In the event of conversion, the Company
intends to settle the principal amount of the Senior Convertible Notes in cash.

The Company has recorded a debt liability associated with the Senior Convertible Notes by determining the fair value
of an equivalent debt instrument without a conversion option. Using a discount rate of 2.4%, which was determined
based on a review of relevant market data, the Company has calculated the debt liability to be $992 million, indicating
an $8 million discount to be amortized over the expected life of the debt instrument. The total of proceeds received in
excess of the fair value of the debt liability of $8 million has been recorded within Additional paid-in capital.

5.Risk Management
Foreign Currency Risk
As of October 3, 2015, the Company had outstanding foreign exchange contracts with notional amounts totaling $521
million, compared to $628 million outstanding at December 31, 2014. The Company does not believe these financial
instruments should subject it to undue risk due to foreign exchange movements because gains and losses on these
contracts should generally offset gains and losses on the underlying assets, liabilities and transactions.
The following table shows the five largest net notional amounts of the positions to buy or sell foreign currency as of
October 3, 2015, and the corresponding positions as of December 31, 2014:

Notional Amount

Net Buy (Sell) by Currency SOC lt(s)ber 3 12)06 lczmber 31,
Euro $142 $214

Chinese Renminbi (131 ) (161 )
Australian Dollar (44 ) (42 )
Brazilian Real 39 ) (28 )
Norwegian Krone (38 ) (90 )

Interest Rate Risk

As of October 3, 2015, the Company had $4.4 billion of long-term debt, including the current portion, which is priced
at fixed interest rates.

One of the Company’s European subsidiaries has Euro-denominated loans. The interest on the Euro-denominated loans
is variable and the Company has an interest rate swap in place which is not designated as a hedge. As such, the
changes in the fair value of the interest rate swap are included in Other income (expense) in the Company’s condensed
consolidated statements of operations. The fair value of the interest rate swap was in a liability position of $1 million
at October 3, 2015 and a liability position of $2 million December 31, 2014.

Counterparty Risk

The use of derivative financial instruments exposes the Company to counterparty credit risk in the event of
non-performance by counterparties. However, the Company’s risk is limited to the fair value of the instruments when
the derivative is in an asset position. The Company actively monitors its exposure to credit risk. As of October 3,
2015, all of the counterparties have investment grade credit ratings. As of October 3, 2015, the Company had de
minimis exposure to aggregate net credit risk with all counterparties.
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The following tables summarize the fair values and locations in the condensed consolidated balance sheets of all
derivative financial instruments held by the Company as of October 3, 2015 and December 31, 2014:
Fair Values of Derivative Instruments

Assets Liabilities
. Balance . Balance

Fair Fair
October 3, 2015 Sheet Sheet

Value . Value .

Location Location

Derivatives not designated as hedging
instruments:
Foreign exchange contracts $— Other current assets $2 Accrued liabilities
Interest rate swap — Other current assets 1 Accrued liabilities
Total derivatives $— $3

Fair Values of Derivative Instruments

Assets Liabilities

. Balance . Balance

Fair Fair
December 31, 2014 Sheet Sheet

Value . Value .

Location Location

Derivatives not designated as hedging
instruments:
Foreign exchange contracts 1 Other current assets 5 Accrued liabilities
Interest rate swap — Other current assets 2 Accrued liabilities
Total derivatives 1 7

The following table summarizes the effect of derivatives not designated as hedging instruments on the Company's
condensed consolidated statements of operations for the three and nine months ended October 3, 2015 and
September 27, 2014:

Three Months Ended Nine Months Ended Statements of
Gain (loss) on Derivative October 3, September 27, October 3, September 27, 0 p Locati
Instruments 2015 2014 2015 2014 petations Location
Interest rate swap $— $— $1 $— Other income (expense)
Foreign exchange contracts 25 (6 ) 12 (8 ) Other income (expense)
Total derivatives $25 $6 ) $13 $(8 )

The following table summarizes the gains and losses reclassified from Accumulated other comprehensive loss into
Net earnings during the three and nine months ended October 3, 2015 and September 27, 2014:

Three Months Ended Nine Months Ended Financial
Foreign Exchange Contracts October 3, September 27, October 3, September 27, Statement
2015 2014 2015 2014 Location
Derivatives in cash flow hedging
relationships:
Losses reclassified from Accumulated
other comprehensive loss into Net $— $— $— $(1 ) Cost of sales
earnings

6.Income Taxes

At the end of each interim reporting period, the Company makes an estimate of its annual effective income tax rate.
Tax items included in the annual effective income tax rate are pro-rated for the full year and tax items discrete to a
specific quarter are included in the effective income tax rate for that quarter. The estimate used in providing for
income taxes on a year-to-date basis may change in subsequent interim periods.
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The following table provides details of income taxes:
Three Months Ended Nine Months Ended

September 27, September 27,
October 3, 2015 2014 October 3, 2015 2014
Earmngs from continuing operations before $197 $151 $540 $337
income taxes
Income tax expense 71 84 175 107
Effective tax rate 36 % 56 % 32 % 32 %

The Company recorded $71 million of net tax expense in the third quarter of 2015 resulting in an effective tax rate of
36%, compared to $84 million of net tax expense in the third quarter of 2014 resulting in an effective tax rate of 56%.
The effective tax rate in the third quarter of 2015 was higher than the U.S. statutory tax rate of 35% primarily due to
higher income in the U.S. relative to foreign operations. The effective tax rate in the third quarter of 2014 was
unfavorably impacted by $55 million of tax expense related to the recording of a valuation allowance on certain
foreign deferred tax assets.

The Company recorded $175 million of net tax expense in the first nine months of 2015 resulting in an effective tax
rate of 32%, compared to $107 million of net tax expense resulting in an effective tax rate of 32% in the first nine
months of 2014. The effective tax rate for the first nine months of 2015 was lower than the U.S. statutory tax rate of
35% primarily due to the rate differential for foreign affiliates and the U.S domestic production tax deduction. The
effective tax rate in the first nine months of 2014 was lower than the U.S. statutory tax rate of 35% due to tax benefits
associated with the net reduction in unrecognized tax benefits and revaluing of deferred tax assets for state effective
rates.

7.Retirement and Other Employee Benefits
Pension and Postretirement Health Care Benefits Plans
The net periodic costs (benefits) for Pension and Postretirement Health Care Benefits Plans were as follows:

U.S. Pension Benefit Non U.S. Pension Postretirement Health
Plans Benefit Plans Care Benefits Plan
October 3, September 27,0ctober 3, September 27,0ctober 3, September 27,
Three Months Ended 2015 2014 2015 2014 2015 2014
Service cost $— $ — $3 $4 $— $—
Interest cost 48 93 14 20 2 2
Expected return on plan assets (53 ) (97 ) (23 ) (23 ) 2 ) (3 )
Amortization of:
Unrecognized net loss 12 23 5 3 3 1
Unrecognized prior service benefit — — (1 ) 2 ) (15 ) (13 )
Net periodic pension cost (benefit) — $7 $ 19 $2 ) $2 $(12 ) $ (13 )

The Company made no contributions to its U.S. Pension Benefit Plans during the three months ended October 3, 2015
and $397 million of contributions to its U.S. Pension Benefit plans for the three months ended September 27, 2014.
During the three months ended October 3, 2015 and September 27, 2014, contributions of $2 million and $7 million
were made to the Company’s Non U.S. Pension Benefit Plans, respectively.
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U.S. Pension Benefit Non U.S. Pension Benefit Postretirement Health

Plans Plans Care Benefits Plan

) October 3, September 27,0ctober 3, September 27,0ctober 3, September 27,
Nine Months Ended 2015 2014 2015 2014 2015 2014
Service cost $— $ — $10 $11 $1 $1
Interest cost 144 278 49 61 6 8
Expected return on plan assets (159 ) (294 ) (79 ) (69 ) (7 ) (7 )
Amortization of:
Unrecognized net loss 35 68 13 9 8 7
Unrecognized prior service benefit — — 3 ) (5 ) (45 ) (35 )
Curtailment gain — — (32 ) — — —
Net periodic pension cost (benefit) ~ $20 $52 $42 ) $7 $(37 ) $ (26 )

During the nine months ended October 3, 2015, the Company amended its Non U.S. defined benefit plan within the
United Kingdom by closing future benefit accruals to all participants effective December 31, 2015. As a result, the
Company recorded a curtailment gain of $32 million to Other charges in the Company’s condensed consolidated

statements of operations.

The Company made no contributions to its U.S. Pension Benefit Plans during the nine months ended October 3, 2015
and $463 million of contributions to its U.S. Pension Benefit Plans for the nine months ended September 27, 2014.
During the nine months ended October 3, 2015 and September 27, 2014, contributions of $8 million and $27 million
were made to the Company’s Non U.S. Pension Benefit Plans, respectively.

8.Share-Based Compensation Plans

Compensation expense for the Company’s employee stock options, stock appreciation rights, employee stock purchase
plan, restricted stock and restricted stock units (“RSUs”) was as follows:

Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2015 2014 2015 2014
Share-based compensation expense included in:
Costs of sales $2 $2 $7 $9
Selling, general and administrative expenses 13 14 38 47
Research and development expenditures 3 4 13 18
Share—l?ased cqmpensahon expense included in 13 20 53 74
Operating earnings
Tax benefit 6 6 19 23
Share-based compensation expense, net of tax $12 $14 $39 $51
Decrease in basic earnings per share $(0.06 ) $(0.06 ) $(0.19 $(0.20 )
Decrease in diluted earnings per share $(0.06 ) $(0.06 ) $(0.19 $(0.20 )
Share-based compensation expense in discontinued $— $5 $— $18

operations

During the nine months ended October 3, 2015, the Company granted 0.8 million RSUs and 2.6 million stock options.
The total aggregate compensation expense, net of estimated forfeitures, for these RSUs and stock options was $44
million and $17 million, respectively, which will generally be recognized over the vesting period of three years.
During the third quarter of 2015, the Company approved a one-time grant of performance-contingent stock options

(the “PCSOs”) to certain officers under the Motorola Solutions Omnibus Incentive Plan of 2015 (the “Omnibus Plan”).
The PCSOs have a seven-year term and a per share exercise price of $68.50. The PCSOs would vest upon satisfaction
of the following Company stock price hurdles which must be maintained for 10-consecutive trading days during the
three-year period following the grant date: 20% of the total award would vest at an $85 stock price; an additional 30%
of the total award would vest at a $102.50 stock price; and the final 50% of the total award would vest at a $120 stock
price. If any stock price hurdles are not met during the three-year period, the corresponding portion of the PCSOs
would not vest and would be forfeited. PCSOs are generally not exercisable prior to the end of the three-year

26



performance period.

18

Edgar Filing: Motorola Solutions, Inc. - Form 10-Q

27



Edgar Filing: Motorola Solutions, Inc. - Form 10-Q

9.Fair Value Measurements
The Company holds certain fixed income securities, equity securities and derivatives, which are recognized and
disclosed at fair value in the financial statements on a recurring basis. Fair value is defined as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants as of the
measurement date. Fair value is measured using the fair value hierarchy and related valuation methodologies as
defined in the authoritative literature. This guidance specifies a hierarchy of valuation techniques based on whether
the inputs to each measurement are observable or unobservable. Observable inputs reflect market data obtained from
independent sources, while unobservable inputs reflect the Company's assumptions about current market conditions.
The fair value hierarchy and related valuation methodologies are as follows:

Level 1—Quoted prices for identical instruments in active markets.

Level 2—Quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in
markets that are not active and model-derived valuations, in which all significant inputs are observable in active
markets.

Level 3—Valuations derived from valuation techniques, in which one or more significant inputs are unobservable.
The fair values of the Company’s financial assets and liabilities by level in the fair value hierarchy as of October 3,
2015 and December 31, 2014 were as follows:

October 3, 2015 Level 1 Level 2 Total

Assets:

Available-for-sale securities:

Government, agency, and government-sponsored enterprise

L $— $59 $59
obligations
Corporate bonds — 9 9
Common stock 15 — 15
Liabilities:
Foreign exchange derivative contracts $— $2 $2
Interest rate swap — 1 1
December 31, 2014 Level 1 Level 2 Total
Assets:
Foreign exchange derivative contracts $— $1 $1
Available-for-sale securities:
Government, agency, and government-sponsored enterprise o 14 14
obligations
Corporate bonds — 16 16
Mutual funds — 2 2
Common stock 71 — 71
Liabilities:
Foreign exchange derivative contracts $— $5 $5
Interest rate swap — 2 2

The Company had no Level 3 holdings as of October 3, 2015 or December 31, 2014.

At October 3, 2015 and December 31, 2014, the Company had $1.5 billion and $3.3 billion, respectively, of
investments in money market mutual funds (Level 2) classified as Cash and cash equivalents in its condensed
consolidated balance sheets. The money market funds had quoted market prices that are equivalent to par.

Using quoted market prices and market interest rates, the Company determined that the fair value of long-term debt at
October 3, 2015 and December 31, 2014 was $4.2 billion and $3.6 billion (Level 2), respectively.

All other financial instruments are carried at cost, which is not materially different from the instruments’ fair values.
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10.Long-term Customer Financing and Sales of Receivables

Long-term Customer Financing

Long-term customer financing receivables consist of trade receivables with payment terms greater than twelve
months, long-term loans and lease receivables under sales-type leases. Long-term customer financing receivables
consist of the following:

October 3, December 31,
2015 2014
Long-term receivables $28 $49
Less current portion (12 ) (18 )
Gross non-current long-term receivables $16 $31

The current portion of long-term receivables is included in Accounts receivable, net and the non-current portion of
long-term receivables is included in Other assets in the Company’s condensed consolidated balance sheets. The
Company had outstanding commitments to provide long-term financing to third parties totaling $136 million at
October 3, 2015, compared to $293 million at December 31, 2014. Outstanding commitments decreased during the
nine months ended October 3, 2015 primarily as a result of two large customer contracts, one of which was converted
to an order without long-term financing and the other where the financing commitment was funded and sold.

Sales of Receivables

The following table summarizes the proceeds received from sales of accounts receivable and long-term receivables for
the three and nine months ended October 3, 2015 and September 27, 2014:

Three Months Ended Nine Months Ended

October 3, September 27, October 3, September 27,

2015 2014 2015 2014
Accounts receivable sales proceeds $5 $6 $16 $39
Long-term receivables sales proceeds 24 37 132 91
Total proceeds from receivable sales $29 $43 $148 $130

At October 3, 2015, the Company had retained servicing obligations for $615 million of long-term receivables,
compared to $496 million of long-term receivables at December 31, 2014. Servicing obligations are limited to
collection activities related to the sales of accounts receivables and long-term receivables.

Credit Quality of Customer Financing Receivables and Allowance for Credit Losses

An aging analysis of financing receivables at October 3, 2015 and December 31, 2014 is as follows:

Total Current Billed Past Due Past Due
October 3, 2015 Long-term Due Under 90 Over 90
Receivable Days Days
Municipal leases secured tax exempt $5 $ — $— $—
Commercial loans and leases secured 23 — 1 —
Total gross long-term receivables, including current portion $28 $ — $1 $—
Total Current Billed Past Due Past Due
December 31, 2014 Long-term Due Under 90 Over 90
Receivable Days Days
Municipal leases secured tax exempt $14 $ — $— $—
Commercial loans and leases secured 35 — — 12
Total gross long-term receivables, including current portion $49 $ — $— $12
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11.Commitments and Contingencies

Legal Matters

The Company is a defendant in various suits, claims and investigations that arise in the normal course of business. In
the opinion of management, the ultimate disposition of these matters will not have a material adverse effect on the
Company’s condensed consolidated financial position, liquidity or results of operations. However, an unfavorable
resolution could have a material adverse effect on the Company’s: (i) results of operations in the periods in which an
adverse outcome becomes both probable and estimable or (ii) financial position or liquidity in the periods in which the
matters are ultimately resolved.

Other Indemnifications

The Company is a party to a variety of agreements pursuant to which it is obligated to indemnify the other party with
respect to certain matters. In indemnification cases, payment by the Company is conditioned on the other party
making a claim pursuant to the procedures specified in the particular contract, which procedures typically allow the
Company to challenge the other party's claims. In some instances, the Company may have recourse against third
parties for certain payments made by the Company.

Some of these obligations arise as a result of divestitures of the Company's assets or businesses and require the
Company to indemnify the other party against losses arising from breaches of representations and warranties and
covenants and, in some cases, the settlement of pending obligations. The Company's obligations under divestiture
agreements for indemnification based on breaches of representations and warranties are generally limited in terms of
duration and to amounts not in excess of a percentage of the contract value. The Company had no accruals for any
such obligations at October 3, 2015.

In addition, the Company may provide indemnifications for losses that result from the breach of general warranties
contained in certain commercial and intellectual property agreements. Historically, the Company has not made
significant payments under these agreements.

12.Segment Information

The Company conducts its business globally and manages it through the following two segments:

Products: The Products segment is comprised of Devices and Systems. Devices includes two-way portable and vehicle
mounted radios, accessories, and software features and upgrades. Systems includes the radio network core and central
processing software, base stations, consoles, repeaters, and software applications and features. The primary customers
of the Products segment are government, public safety and first-responder agencies, municipalities, and commercial
and industrial customers who operate private communications networks and manage a mobile workforce.

Services: The Services segment provides a full set of offerings for government, public safety and commercial
communication networks including: (i) Integration services, (ii) Lifecycle Support services, (iii) Managed services,
(iv) Smart Public Safety Solutions, and (v) iDEN services. Integration services includes implementation, optimization,
and integration of networks, devices, software, and applications.

The following table summarizes Net sales by segment:

Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2015 2014 2015 2014
Products $925 $921 $2,550 $2,561
Services 497 515 1,463 1,497
$1,422 $1,436 $4,013 $4,058
The following table summarizes the Operating earnings by segment:
Three Months Ended Nine Months Ended
October 3, September 27, October 3, September 27,
2015 2014 2015 2014
Products $178 $141 $413 $276
Services 53 66 192 176
Operating earnings 231 207 605 452
Total other expense (34 ) (56 ) (65 ) (115 )
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Earnings from continuing operations before income

$197 $151 $540
taxes

21

$337
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13.Reorganization of Business

2015 Charges

During the three months ended October 3, 2015, the Company recorded net reorganization of business charges of $41
million including $40 million of charges in Other charges, and $1 million of charges in Cost of sales in the Company's
condensed consolidated statements of operations. Included in the $41 million were charges of: (i) $26 million for the
impairment of corporate aircraft, (ii) $11 million of charges related to employee separation costs, (iii) a $6 million
building impairment charge, partially offset by $2 million of reversals for accruals no longer needed.

During the nine months ended October 3, 2015, the Company recorded net reorganization of business charges of $70
million including $65 million of charges in Other charges and $5 million of charges in Cost of sales in the Company's
condensed consolidated statements of operations. Included in the $70 million were charges of: (i) $36 million for
employee separation costs, (ii) $26 million for the impairment of the corporate aircraft, (iii) a $6 million building
impairment charge, and (iv) $4 million for exit costs, partially offset by $2 million of reversals for accruals no longer
needed.

The following table displays the net charges incurred by segment:

October 3, 2015 Three Months Ended Nine Months
Ended
Products $ 29 $51
Services 12 19
$ 41 $70

The following table displays a rollforward of the reorganization of business accruals established for lease exit costs
and employee separation costs from January 1, 2015 to October 3, 2015, including those related to discontinued
operations which were maintained by the Company after the sale of the Enterprise business:

January 1, Additional Adjustments Amount October 3,
2015 Charges Used 2015
Exit costs $— $4 $— $(1 ) $3
Employee separation costs 57 36 5 ) (52 ) 36
$57 $40 $(5 ) $(53 ) $39

Exit Costs

At January 1, 2015, the Company had no accruals for exit costs. During the nine months ended October 3, 2015, there
were $4 million of additional charges and $1 million of cash payments related to the exit of leased facilities. The
remaining accrual of $3 million, which is included in Accrued liabilities in the Company’s condensed consolidated
balance sheets at October 3, 2015, primarily represents future cash payments for lease obligations that are expected to
be paid over a number of years.

Employee Separation Costs

At January 1, 2015, the Company had an accrual of $57 million for employee separation costs. The 2015 additional
charges of $36 million represent severance costs for approximately 400 employees. The adjustment of $5 million
reflects $2 million of reversals for accruals no longer needed and $3 million of reversals of accruals held for
employees separated from discontinued operations. The $52 million used reflects cash payments to severed
employees. The remaining accrual of $36 million, which is included in Accrued liabilities in the Company’s condensed
consolidated balance sheets at October 3, 2015, is expected to be paid, primarily within one year, to approximately
400 employees, who have either been severed or have been notified of their severance and have begun or will begin
receiving payments.

2014 Charges

During the three months ended September 27, 2014, the Company recorded net reorganization of business charges of
$20 million, including $13 million of charges in Other charges and $7 million of charges in Cost of sales in the
Company's condensed consolidated statements of operations. The $20 million of charges were all related to employee
separation costs.

During the nine months ended September 27, 2014, the Company recorded net reorganization of business charges of
$58 million, including $48 million of charges in Other charges and $10 million of charges in Cost of sales in the
Company's condensed consolidated statements of operations. Included in the aggregate $58 million were charges of
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$54 million related to employee separation costs and $4 million related to exit costs.
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The following table displays the net charges incurred by segment:

September 27, 2014

Products
Services

14.Intangible Assets and Goodwill
Intangible Assets

Amortized intangible assets were comprised of the following:

Completed technology
Patents
Customer-related
Other intangibles

Nine Months
Three Months Ended Ended
$ 13 $38
7 20
$ 20 $58
October 3, 2015 December 31, 2014
Gross. Accumulated Gros S. Accumulated
Carrying . Carrying .
Amortization Amortization
Amount Amount
$59 $31 $37 $27
8 5 8 4
23 9 15 8
20 15 17 15
$110 $60 $77 $54

Amortization expense on intangible assets was $2 million for the three months ended October 3, 2015 and $6 million
for the nine months ended October 3, 2015. Amortization expense on intangible assets was $1 million for the three
months ended September 27, 2014 and $3 million for the nine months ended September 27, 2014. As of October 3,
2015, annual amortization expense is estimated to be $8 million in 2015, $9 million in 2016 and 2017, $8 million in

2018, $7 million in 2019, and $4 million in 2020.

Amortized intangible assets, excluding goodwill, were comprised of the following by segment:

Products
Services

Goodwill

October 3, 2015
Gross

Carrying Accumulated
Amortization

Amount

$89 $58

21 2

$110 $60

December 31, 2014
Gross

Carrvi Accumulated
ymng Amortization

Amount

$77 $54

$77 $54

The following table displays a rollforward of the carrying amount of goodwill by segment from January 1, 2015 to

October 3, 2015:

Balance as of January 1, 2015
Aggregate goodwill

Accumulated impairment losses
Goodwill, net of impairment losses
Goodwill acquired

Purchase accounting adjustments
Balance as of October 3, 2015
Aggregate goodwill

Accumulated impairment losses
Goodwill, net of impairment losses

23

Products
$264
$264

7

1

$272

$272

Services Total
$119 $383
$119 $383
32 39
— 1
$151 $423
$151 $423
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Acquisitions

On November 18, 2014, the Company completed the acquisition of an equipment provider for a purchase price of $22
million. During the nine months ended October 3, 2015, the Company completed the purchase accounting for this
acquisition, recognizing $8 million of goodwill and $12 million of identifiable intangible assets. These identifiable
intangible assets were classified as completed technology to be amortized over five years.

During the quarter ended April 4, 2015 the Company completed the acquisitions of two providers of public safety
software-based solutions for an aggregate purchase price of $50 million. During the nine months ended October 3,
2015, the Company recognized an additional $32 million of goodwill, $21 million of identifiable intangible assets, and
$4 million of acquired liabilities related to these acquisitions. The $21 million of identifiable intangible assets were
classified as: (i) $10 million completed technology, (ii) $8 million customer-related, and (iii) $3 million of other
intangibles. These intangible assets will be amortized over periods ranging from five to ten years.

The results of operations for these acquisitions have been included in the Company’s condensed consolidated
statements of operations subsequent to the acquisition date. The pro forma effects of these acquisitions are not
significant individually or in the aggregate.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This commentary should be read in conjunction with the condensed consolidated financial statements and related
notes thereto of Motorola Solutions, Inc. (“Motorola Solutions” or the “Company,” “we,” “our,” or “us”) for the three and nine
months ended October 3, 2015 and September 27, 2014, as well as our consolidated financial statements and related
notes thereto and management’s discussion and analysis of financial condition and results of operations in our Annual
Report on Form 10-K for the year ended December 31, 2014.

Executive Overview

Our Business

We are a leading global provider of mission-critical communication infrastructure, devices, accessories, software, and
services. Our products and services help government, public safety and commercial customers improve their
operations through increased effectiveness, efficiency, and safety of their mobile workforces. We serve our customers
with a global footprint of sales in more than 100 countries and 14,000 employees worldwide, based on our industry
leading innovation and a deep portfolio of products and services.

We conduct our business globally and manage it by two segments:

Products: The Products segment is comprised of Devices and Systems. Devices includes two-way portable and vehicle
mounted radios, accessories, and software features and upgrades. Systems includes the radio network core and central
processing software, base stations, consoles, repeaters, and software applications and features. The primary customers
of the Products segment are government, public safety and first-responder agencies, municipalities, and commercial
and industrial customers who operate private communications networks and manage a mobile workforce. In the third
quarter of 2015, the segment’s net sales were $925 million, representing 65% of our consolidated net sales.

Services: The Services segment provides a full set of service offerings for government, public safety and commercial
communication networks including: (i) Integration services, (ii) Lifecycle Support services, (iii) Managed services,
(iv) Smart Public Safety Solutions, and (v) iDEN services. Integration services includes implementation, optimization,
and integration of networks, devices, software, and applications. Lifecycle Support services includes lifecycle
planning, software and hardware maintenance, security patches and upgrades, call center support, network monitoring,
and repair services. Managed services includes managing and operating customer systems and devices at defined
services levels. Smart Public Safety Solutions includes software and hardware solutions for our customers' "Command
& Control" centers providing video monitoring support, data analytics, and content management with the objective of
enabling smart policing. iDEN services consists primarily of hardware and software maintenance services for our
legacy iDEN customers. In the third quarter of 2015, the segment’s net sales were $497 million, representing 35% of
our consolidated net sales.

Trends Affecting Our Business

Impact of Macroeconomic Conditions: The Company is experiencing a decline in sales, in particular in the Latin
American region, related to challenging macroeconomic conditions causing deterioration in local economies, and
exacerbated by the strengthening of the U.S. dollar. Most of the Company’s contracts and sales are transacted in U.S.
dollar within Latin America and Eastern Europe, so the currency impact to our customers reduces purchasing power
caused by the devaluation of their local currency. This reduced purchasing power and macroeconomic headwinds are
impacting available funding under government budgets and ultimately leading to procurement delays and reduced
scoping of expected orders.

Impact of Foreign Exchange Rate Fluctuations: Although we are a global corporation and our net sales are impacted
by the strengthening of the U.S. dollar in relation to foreign currencies, primarily the Euro, Norwegian Kroner,
Australian Dollar, Canadian Dollar, and Brazilian Real, we do not expect the overall impact of foreign exchange rate
fluctuations on our net earnings to be as significant. The impact of foreign exchange rate fluctuations on net earnings
is mitigated by the following: (i) the majority of our revenues are derived from contracts within North America
denominated in U.S. dollars, (ii) the cost of sales for the delivery of our Services offerings are predominately labor
costs incurred within the same geographic region as the associated sale, resulting in minimal impact of foreign
exchange rates on gross margin within the Services segment, and (iii) a significant portion of our operating expenses
are denominated in foreign currencies as a result of our offshore research and development and selling, general, and
administrative footprint.
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Cost Savings Initiatives: We are committed to employing disciplined financial policies and driving continuous
efficiencies and improvements in our cost structure. We expect to reduce selling, general, and administrative and
research and development expenses during 2015 by approximately $200 million in comparison to 2014.

Growth of Our Services Portfolio: Within the the Services segment we expect to grow software maintenance services
in our Lifecycle Support services portfolio, Managed services, and Smart Public Safety at a higher rate than the rest of
the Services portfolio. Overall, the Services segment has a lower gross margin percentage than the Products segment;
however, we expect consolidated operating margins to continue to expand.

iDEN: We have experienced a downward trend in iDEN product and services sales over the last three years due to
decreased demand as a result of the dated nature of the technology. We expect the downward trend to continue as
service
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contracts expire and new technology replaces iDEN equipment in the marketplace. This trend primarily relates to our
Services segment as the majority of iDEN sales are hardware and software maintenance services. The expected
decline in iDEN sales will impact both revenues and gross margins within the Services segment as iDEN services’
gross margins are generally higher than the remainder of our services portfolio.

Third Quarter Summary

Net sales were $1.4 billion in both the third quarter of 2015 and 2014. Net sales in the third quarter of 2015 included
the unfavorable impact of foreign currency fluctuations of $54 million, primarily within Europe and Africa ("EA"),
Asia Pacific ("AP"), and Latin America, partially offset by growth of $42 million in North America.

We generated operating earnings of $231 million, or 16% of net sales, in the third quarter of 2015, compared to $207
million, or 14% of net sales, in the third quarter of 2014. Profitability improvements were primarily driven by lower
operating expenses as a result of: (i) cost savings initiatives and (ii) lower pension expense.

We had earnings from continuing operations attributable to Motorola Solutions, Inc. of $126 million, or $0.63 per
diluted common share, in the third quarter of 2015, compared to $66 million, or $0.27 per diluted common share, in
the third quarter of 2014. The unfavorable impact of foreign currency fluctuations on net sales was largely offset by
foreign exchange rate favorability within Costs of sales and operating expenses reducing the impact on earnings from
continuing operations attributable to Motorola Solutions, Inc.

We generated net cash from operating activities of $591 million during the first nine months of 2015, compared to
$15 million of net cash provided by operating activities in the first nine months of 2014. Operating cash flows
improved primarily as a result of increased earnings from continuing operations, reduced pension contributions, and
proceeds from the sale of long-term receivables.

We returned $2.1 billion and $3.2 billion in capital to shareholders through dividends and share repurchases during
the third quarter of 2015 and first nine months of 2015, respectively.

Summary for our segment results are as follows:

Products: Net sales were $925 million in the third quarter of 2015, an increase of $4 million, compared to net sales of
€921 million during the third quarter of 2014. On a geographic basis, net sales increased in North America, AP and
Middle East ("ME") and decreased in EA and Latin America, compared to the year-ago quarter.

Services: Net sales were $497 million in the third quarter of 2015, a decrease of $18 million, or 3%, compared to net
sales of $515 million in the third quarter of 2014. On a geographic basis, net sales decreased in EA, Latin America,
and AP and increased in North America and ME, compared to the year-ago quarter.
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Results of Operations

Three Months Ended Nine Months Ended
g?:;iir;el? SIE;Irléons’ October 3, % of September 27% of October 3, % of September 27% of
2015 Sales** 2014 Sales** 2015 Sales** 2014 Sales**
amounts)
Net sales from products $925 $ 921 $2.,550 $ 2,561
Net sales from services 497 515 1,463 1,497
Net sales 1,422 1,436 4,013 4,058
Costs of product sales 395 427 % 414 450 % 1,139 47 % 1,165 455 %
Costs of services sales 342 68.8 % 337 654 % 993 679 % 974 65.1 %
Costs of sales 737 751 2,132 2,139
Gross margin 685 482 % 685 477 % 1,881 469 % 1,919 473 %
Selling, generaland 5, 182 % 287 200 % 769 192 % 902 22 %
administrative expenses
Research and
development 153 10.8 % 166 11.6 % 468 11.7 % 516 127 %
expenditures
Other charges 42 30 % 25 1.7 % 39 1.0 % 49 1.2 %
Operating earnings 231 16.2 % 207 144 % 605 15.1 % 452 11.1 %
Other income (expense):
Interest expense, net 43 ) 3.0 Y% (31 ) 22 )% (122 ) 3.0 Y% (85 ) 2.1 )%
Gains on sales of
investments and 10 0.7 % 1 0.1 % 60 1.5 % 4 0.1 %
businesses, net
Other (1 ) (0.1 Y% (26 ) (1.8 )% (3 ) (0.1 Y% (34 ) (0.8 Y%
Total other expense (34 ) 24 Y% (56 ) 39 )Y (65 ) (1.6 Y% (115 ) 2.8 )%
Earnings from continuing
operations before income 197 139 % 151 10.5 % 540 13.5 % 337 83 %
taxes
Income tax expense 71 50 % 84 58 % 175 44 % 107 26 %
Earnings from continuing,, o 89 % 67 47 % 365 9.1 % 230 57 %
operations
Less: Earnings
attributable to — — % 1 0.1 % 2 — % 1 — %
noncontrolling interests
Earnings from continuing, , o 89 % 66 46 % 363 9.0 % 229 56 %
operations®
Earnings (loss) from
discontinued operations, (11 ) (0.8 )% 81 56 % (32 ) (0.8 )% 869 214 %
net of tax
Net earnings* $115 81 % $147 102 % $331 82 % $1,098 271 %
Earnings (loss) per
diluted common share*:
Continuing operations  $0.63 $0.27 $1.74 $ 0.90
Discontinued operations (0.06 ) 0.32 (0.16 ) 3.42
Earnings per diluted $0.57 $0.59 $1.58 $ 432

common share*
* Amounts attributable to Motorola Solutions, Inc. common stockholders.
** Percentages may not add due to rounding
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Results of Operations—Three months ended October 3, 2015 compared to three months ended September 27, 2014
The results of operations for the third quarter of 2015 are not necessarily indicative of the operating results to be
expected for the full year. Historically, we have experienced higher revenues in the fourth quarter as compared to the
rest of the quarters of our fiscal year as a result of the purchasing patterns of our customers.

Net Sales

Net sales were $1.4 billion in the third quarter of 2015, a $14 million, or 1%, decrease compared to the third quarter of
2014. The slight decline in net sales is reflective of decreases in EA and Latin America, partially offset by growth in
North America, AP, and ME. The decrease in EA was primarily the result of foreign exchange rate unfavorability and
a decrease in Products and Services sales. The decrease in Latin America was primarily the result of foreign exchange
rate unfavorability and lower Products and Services sales, driven by challenging macroeconomic conditions. North
America grew on strong Products and Services sales, AP grew on strong Products sales, and ME realized an increase
in Services sales.

Gross Margin

Gross margin was $685 million, or 48.2% of net sales, in the third quarter of 2015, compared to $685 million, or
47.7% of net sales, in the third quarter of 2014. The slight increase in gross margin percentage is attributable to an
increase in devices sales within North America, partially offset by increased Integration services costs for large
projects in North America and EA and lower net sales in iDEN services which have a slightly higher gross margin
percentage compared to the rest of the services portfolio.

Selling, General and Administrative Expenses

Selling, general and administrative (“SG&A”) expenses decreased 10% to $259 million, or 18.2% of net sales, in the
third quarter of 2015, compared to $287 million, or 20.0% of net sales, in the third quarter of 2014. The decrease in
SG&A expenditures is primarily due to: (i) cost savings initiatives, including headcount reductions, (ii) lower pension
expenses, and (iii) the favorable impact of foreign exchange rates, partially offset by higher incentive compensation
accruals.

Research and Development Expenditures

Research and development (“R&D”) expenditures decreased 8% to $153 million, or 10.8% of net sales, in the third
quarter of 2015, from $166 million, or 11.6% of net sales, in the third quarter of 2014. The decrease in R&D
expenditures is primarily due to: (i) cost savings initiatives, including headcount reductions, and (ii) the favorable
impact of foreign exchange rates, partially offset by higher incentive compensation accruals.

Other Charges

We recorded net charges of $42 million in Other charges in the third quarter of 2015, compared to net charges of $25
million in the third quarter of 2014. The net Other charges in the third quarter of 2015 included: (i) $40 million of net
reorganization of business charges, including a $26 million impairment of the corporate aircraft, and (ii) $2 million of
charges relating to the amortization of intangibles. The net charges in the third quarter of 2014 of $25 million
included: (i) $13 million of net reorganization of business charges, (ii) $11 million for pension-related transaction
fees, and (iii) $1 million of charges relating to the amortization of intangibles. The net reorganization of business
charges are discussed in further detail in the “Reorganization of Businesses” section.

Net Interest Expense

Net interest expense was $43 million in the third quarter of 2015, compared to net interest expense of $31 million in
the third quarter of 2014. Net interest expense in the third quarter of 2015 included interest expense of $47 million,
partially offset by interest income of $4 million. Net interest expense in the third quarter of 2014 included interest
expense of $38 million, partially offset by interest income of $7 million. The increase of $12 million in net interest
expense in the third quarter of 2015 as compared to the third quarter of 2014 was a result of higher average debt
balances.

Gains (losses) on Sales of Investments, net

Net Gains on sales of investments and businesses were $10 million in the third quarter of 2015 compared to $1 million
in the third quarter of 2014. The net gains in the third quarter of 2015 and the third quarter of 2014 were related to the
sales of equity investments.

Other
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Net Other expense was $1 million in the third quarter of 2015, compared to $26 million in the third quarter of 2014.
The net Other expense in the third quarter of 2015 was comprised of a $29 million foreign currency loss, partially
offset by: (i) a $25 million gain on derivative investments, (ii) a $2 million gain on equity method investments, and
(iii) $1 million of other non-operating gains. The net Other expense in the third quarter of 2014 was comprised of: (i)
a $37 million loss from the extinguishment of debt, (ii) a $6 million loss on derivative instruments, and (iii) $4 million
of other non-operating losses, partially offset by: (i) a $11 million of gain on equity method investments and (ii) a $10
million foreign currency gain.
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Effective Tax Rate

We recorded $71 million of net tax expense in the third quarter of 2015, resulting in an effective tax rate of 36%,
compared to $84 million of net tax expense in the third quarter of 2014, resulting in an effective tax rate of 56%. Our
effective tax rate in the third quarter of 2015 was higher than the U.S. statutory tax rate of 35% primarily due to higher
income in the U.S. relative to foreign operations. Our effective tax rate in the third quarter of 2014 was unfavorably
impacted by $55 million of tax expense related to the recording of a valuation allowance on certain foreign deferred
tax assets.

Earnings from Continuing Operations Attributable to Motorola Solutions, Inc.

After taxes, we had earnings from continuing operations attributable to Motorola Solutions, Inc. of $126 million, or
$0.63 per diluted share, in the third quarter of 2015, compared to earnings from continuing operations attributable to
Motorola Solutions, Inc. of $66 million, or $0.27 per diluted share, in the third quarter of 2014.

The increase in earnings from continuing operations in the third quarter of 2015, as compared to the third quarter of
2014, was primarily driven by: (i) a $28 million decrease in SG&A spend, (ii) a $13 million decrease in R&D, and
(iii) a $13 million decrease in income tax expense, partially offset by a $26 million impairment of the corporate
aircraft. The increase in earnings from continuing operations per diluted share was driven by a reduction in shares
outstanding, primarily as a result of our "Dutch auction" tender offer, as well as repurchases made through our
ongoing share repurchase program, and an increase in earnings from continuing operations.

Earnings from Discontinued Operations

After taxes, we had an $11 million, or $0.06 per diluted share, loss from discontinued operations in the third quarter of
2015, compared to earnings from discontinued operations of $81 million, or $0.32 per diluted share, in the third
quarter of 2014.

Results of Operations—Nine months ended October 3, 2015 compared to nine months ended September 27, 2014
Net Sales

Net sales were $4.0 billion in the first nine months of 2015, a $45 million, or 1% decrease from the first nine months
of 2014. The decline in net sales is reflective of decreases in EA and Latin America, partially offset by growth in
North America, ME, and AP. The decrease in EA was primarily the result of foreign exchange rate unfavorability and
a decrease in Services sales. The decrease in Latin America was primarily the result of foreign exchange rate
unfavorability, lower Products sales, and declines in iDen services. North America and AP grew on strong Products
sales while ME realized an increase in both Products and Services sales.

Gross Margin

Gross margin was $1.9 billion, or 46.9% of net sales, in the first nine months of 2015, compared to $1.9 billion, or
47.3% of net sales, in the first nine months of 2014. The decrease in gross margin percentage was driven primarily by
a decrease in margins within the Services segment while gross margin of the Products segment increased slightly. The
decrease in gross margin in the Services segment was primarily driven by: (i) a decrease in North America and EA as
a result of the deployment of certain large projects at lower gross margins and (ii) lower net sales in iDEN services
which have a higher gross margin percentage compared to the rest of the services portfolio.

Selling, General and Administrative Expenses

SG&A expenses decreased $133 million to $769 million, or 19.2% of net sales, in the first nine months of 2015,
compared to $902 million, or 22.2% of net sales, in the first nine months of 2014. The decrease in SG&A
expenditures is primarily due to: (i) cost savings initiatives, including headcount reductions, (ii) lower pension
expenses, and (iii) the favorable impact of foreign exchange rates, partially offset by higher incentive compensation
accruals.

Research and Development Expenses

R&D expenditures decreased $48 million to $468 million, or 11.7% of net sales, in the first nine months of 2015,
compared to $516 million, or 12.7% of net sales, in the first nine months of 2014. The decrease in R&D expenditures
is primarily due to: (i) cost savings initiatives, including headcount reductions and the movement of employees to
lower cost work sites, and (ii) the favorable impact of foreign exchange rates, partially offset by higher incentive
compensation accruals.
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Other Charges

We recorded net charges of $39 million in Other charges in the first nine months of 2015, compared to net charges of
$49 million in the first nine months of 2014. The net charges in the first nine months of 2015 included: (i) $65 million
of net reorganization of business charges, including a $26 million impairment of the corporate aircraft, and (ii) $6
million of charges relating to the amortization of intangibles, partially offset by a $32 million gain related to the
curtailment of a non-U.S. pension plan. The net Other charges in the first nine months of 2014 of $49 million
included: (i) $48 million of net reorganization of business charges, (ii) $11 million of pension-related transaction fees,
(iii) $8 million of legal settlement charges, and (iv) $3 million of charges relating to the amortization of intangibles,
partially offset by a $21 million gain on the sale of a building and land. The net reorganization of business charges are
discussed in further detail in the “Reorganization of Business” section.

Net Interest Expense

Net interest expense was $122 million in the first nine months of 2015 and $85 million in the first nine months of
2014. Net interest expense in the first nine months of 2015 includes interest expense of $132 million, partially offset
by interest income of $10 million. Net interest expense in the first nine months of 2014 includes interest expense of
$102 million, partially offset by interest income of $17 million. The increase of $37 million in net interest expense in
the first nine months of 2015 as compared to the first nine months of 2014 was a result of higher outstanding debt
balances.

Gains (losses) on Sales of Investments, net

Net gains on sales of investments and businesses were $60 million in the first nine months of 2015 and $4 million in
the first nine months of 2014. The net gains in the first nine months of 2015 and 2014 consisted of gains on the sales
of equity investments.

Other

Net Other expense was $3 million in the first nine months of 2015, compared to $34 million in the first nine months of
2014. The net Other expense in the first nine months of 2015 was comprised of: (i) a $23 million foreign currency loss
and (ii) a $3 million investment impairment, partially offset by (i) $13 million gain on derivative instruments, (ii) $6
million gain on equity method investments, and (iii) $4 million of other non-operating gains. The net Other expense in
the first nine months of 2014 was comprised of: (i) a $37 million loss on the extinguishment of debt, (ii) $8 million
loss on derivative instruments, and (iii) $4 million of other non-operating losses, partially offset by (i) a $13 million
gain on equity method investments and (ii) a $2 million foreign currency gain.

Effective Tax Rate

We recorded $175 million of net tax expense in the first nine months of 2015, resulting in an effective tax rate of 32%,
compared to $107 million of net tax expense, resulting in an effective tax rate of 32% in the first nine months of 2014.
Our effective tax rate in 2015 was lower than the U.S. statutory tax rate of 35% primarily due to the rate differential
for foreign affiliates and the U.S domestic production tax deduction. Our effective tax rate in the first nine months of
2014 was lower than the U.S. statutory tax rate of 35% due to tax benefits associated with the net reduction in
unrecognized tax benefits and revaluing of deferred tax assets for state effective rates.

Earnings from Continuing Operations Attributable to Motorola Solutions, Inc.

After taxes, we had earnings from continuing operations attributable to Motorola Solutions, Inc. of $363 million, or
$1.74 per diluted share, in the first nine months of 2015, compared to earnings from continuing operations attributable
to Motorola Solutions, Inc. of $229 million, or $0.90 per diluted share, in the first nine months of 2014.

The increase in earnings from continuing operations in the first nine months of 2015, as compared to the first nine
months of 2014, 