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ARSRERGNSKAP FOR REGNSEKAPSARET 2021 - GENERELL INFORMASJON

Journalnummer : 2022 442172
Enheten
Organisasjonsnummer: 983 748 384
Organisasjonsform: Norskreg. utenlandsk foretak
Foretaksnavn: EATON POWER QUALITY NORGE
Forretningsadresse: Ryensvingen 5-7

0680 OSLO
Regnskapsar
Arsregnskapets periode: 01.01.2021 - 31.12.2021
Konsern
Morselskap i konsern: ’ Nei
Regnskapsregler
Regler for smd foretak benyttet: Nei
Benyttet ved utarbeidelsen av
arsregnskapet til selskapet: Regnskapslovens alminnelige regler
Hax utarbeidet 'land-for-land' rapport: Ja

Arsregnskapet fastsatt av kompetent organ
Bekreftet av representant for selskapet: PAl Serensen
Dato for fastsettelse av Arsregnskapet: 09.05.2022

Grunnlag for avgivelse
Ar 2021: Arsregnskap er elektronisk innlevert.
Ar 2020: Tall er hentet fra elektronisk innlevert Arsregnskap fra 2021.

Det er ikke krav til at Arsregnskapet m.v. som sendes til Regnskapsregisteret
er undertegnet. Kontrollen pid at dette er utfort ligger hos revisor/enhetens
everste organ. Sikkerheten ivaretas ved at innsender har rolle/rettighet

for innsending av Arsregnskapet via Altimm, og ved at det bekreftes at
Arsregnskapet er fastsatt av kompetent organ.

Brenneysundregistrene, 14.06.2022

Brenneysundregistrene

Pestadresse: Postboks 900, 8910 Brenneysund
Telefon: 7500 75 00

E-post: firmapost@brreg no Internett: www brreg.no
Organisasjonsnummer; 974 7680 673
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Organisasjonsnr: 983 748 384
EATON POWER QUALITY NORGE

RESULTATREGNSKAP

Belep i: NOK Note 2021 2020

RESULTATREGNSKAP

Inntekter

Salgsinntekt 6 140 877 671 121 814 263

Sum inntekter 6 140 877 671 121 814 263

Kostnader

Varekostnad 8 93 640 056 69 178 154

Lemnskostnad 2

Annen driftskostnad 2 37 497 187 31 512 022

Sum kostnader 131 137 243 100 690 176

Driftaresultat 9 740 428 21 124 087

Finansinntekter og

finanskostnader

Renteinntekt fra foretak

i samme konserm 10 64 060 267 751

Amnen finansinntekt 10 1 356 183 2 374 227

Sum finansinntektaer 1 420 243 2 641 978

Rentekostnad til foretak

i samme konsexn 10 12 517 13 731

Annen rentekostnad 10 3 163

Annen finanskostnad 10 1 277 356 1 797 219

Sum finanskostnader 1 289 873 1 814 113

Netto finans : ) 130 370 . 827 865 -

Ordinert resultat fer

skattekostnad 9 870 798 21 951 952

Skattekostnad pd resultat 3 2 171 576 4 830 125

Ordinart resultat etter

skattekostnad 7 699 222 17 121 827

Araresultat 5 7 699 222 17 121 827

Arsresultat etter

minoritetsinteresser 7 699 222 17 121 827

Totalresultat 7 699 222 17 121 827

Overforinger og

disponeringer

Avsatt til annen

egenkapital 7 699 222 17 121 827

Sum overferinger og

disponeringer 7 699 222 17 121 827
Utskriftsdato 14.06.2022 Organisasjonsny 983 748 384 Side 1 av 3
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Organisasjonsnr: 983 748 384
EATON POWER QUALITY NORGE

BALANSE

Belop i: NOK Note 2021 2020

BALANSE - EIENDELER

Anleggemidler

Immaterielle eiendeler

Utsatt skattefordel 3 306 139 266 598
Sum immaterielle eiendeler 306 139 266 598
Sum anleggemidler 306 139 266 598
Omlepsmidler

Varer

Sum varer 9 6 021 876 6 978 208
Fordringer

Kundefordringer 29 658 689 20 234 509
LAn til foretak i samme

konsern 4 94 664 892 76 211 320
Andre kortsiktige

fordringer 2 B46 206 5 B74
Sum fordringer 127 169 787 96 451 703

Bankinnskudd, kontanter
og lignende
Bankinnskudd, kontanter o.

1. 1 1 420 048 411 187

Sun bankinnakudd,

kontanter og lignende 1 420 048 411 187
) sum omlepamidler ’ . 134 611 711 103 841 058

SUM EIENDELER 134 917 850 104 107 696

BALANSE - EGENKAPITAL 0OG
GJELD

Egenkapital
Innskutt egenkapital

Sum egenkapital 0 0

Gjeld

Langsiktig gjeld

Utsatt ckatt 5, 7 89 937 142 82 237 919
Sum avsetninger for

forpliktelser 89 9537 142 82 237 919
Annen langsiktig gjeld

Sum langsiktig gjeld 89 937 142 82 237 919

Utskriftsdato 14.06.2022 Organisasjonsnr 983 748 384 Side 2 av 3
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Kortsiktig gjeld

Leverandergjeld 30 590 824 5 260 827
Betalbar skatt 3 2 211 117 4 B892 512
Skyldig offentlige avgifter 2 200 101 2 740 170
Annen kortsiktig gjeld 9 978 666 8 976 268
Sum kortsiktig gjeld 44 980 708 21 869 777
Sum gjeld 134 917 850 104 107 696
SUM EGENKAPITAL 0OG GJELD 134 917 850 104 107 696
Utskriftsdato 14.06.2022 Organisasjonsnr 983 748 384 Side 3 av 3
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Organisasjonsnr: 983 748 384
EATON POWER QUALITY NORGE

NOTEOPPLYSNINGER - SELSEKAP - alle poster oppgitt i hele tall
Note

Antall aksjer og aksjeeiere

Note

Antall drsverk i regnakapsdret

Virksomheten har hatt felgende antall Arsverk:

0.00
Omlepsmidler Startdato Sluttdato Endring
Skattemessiq fremf undersk. Startdato Sluttdato Endring
Kortsiktig gield Startdato Sluttdato Endring
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Hra
i)

Powering Business Worldwide
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Eaton’s intelligent power
management solutions
are improving quality of life

and protecting the planet.

that are reaching inflection points in our changing world.

We're making progress
on our mission,
. P . and capitalizing on the power of secular growth trends -
) sustainability, digitalization and energy transition —

Susiainahility ~ Digitalization | Energy Transition

“50%

Glnbal GDP covered
by govemment

Incraase in global electricity

net-zero pledges 4 ;‘ ' - ‘ demand by 2650

Our portfolio of businesses accelerate the planet's transition to renewable energy, and with
it, accelerate our growth. We're solving real-world challenges, driven by a commitment to
sustainability - doing what's best for our company, our stakeholders and the world.

We make what matters work - intelligently and sustainably.

2 EATON 2021 Annual Report
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2021 2020 2019

Net income per share attributable to Eaton ordinary sharehalders — diluted $5.34 $3.49 $5.25
Adjustments!

Acquisition and divestiture chaiges 0.23 0.33 042

Restructuring program charges 0.15 0.42 -

Intangible asset amortization expense 050 0.67 0.67

T Expected Vehicle segment warranty costs i - ) - - 0.09

Earnings per ordinary share excluding adjustments! $6.62 $491 $6.43

Company stock performance
£250 = Eaton - S&P 500 index

$200
$150
s100

2017 2018 2019 2020 2021

This grasph comspates 1he cumulative total return to shareholders fer Eatun and the SRP 500 Index. The sharehakier returns refiected on the graph assume dividends wete reimvested
a5 of the ex-dividend date, Source: Bloomberg K
1. Net income per share attributable 1o Eaton ordinary shareholders-difuted of 55 34 for 2021 was $6.62 vchuding 50.23 per share expenss from aaquisition and divestiture chasges. S0 LS per shate expente fmm

a multi-year restucturing program Eaton decided to undertake in 2020, and 50.90 per share expense from intangible asset amortization. Net income ped share attributable w Eaton aidimary sharsholders-diluted of
$3.49 for 2020 was 5491 exduding $0.33 per share expense from acquisition and divestitire charges 5042 per shane expende from a tulti-year rstilctining peograim, and $O 67 pet thate exfxnté Trom intangitle
asset amortization. Net mcome per share attributable 1o Eaton orthinary shareholders-dituted of $5 25 1o 2019 wes 56 43 evdurding $0.42 per share expens2 fram acyuisition and divestiiure charges. 30047 per share
expend from intangible 2sset amortizstion, and 5419 per share exmreie frof expacted wartanty costs in the: Vehide segment fo cormect the performance of a product that meorporeied a defctive part from a supmlier.
The per share aditstments are after-lax.

3 EATON 2021 Annual Repon
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* We also joined Bill Gates' Breakthrough
Energy Ventures and the UK-based
Business Growth Fund in providing
venture capital support to Reactive
Technologies, an energy technology
company focused on accelerating the
clean energy transition.

* Finally, we built strong momentum
with our digitalization strategy. In 2021,
we secured key customer wins for
our Brightlayer digital offerings with a
major American utility, a global chemigal
processing company and a global critical
infrastructure management company.
Our teams also launched two
development programs — one that
provides intelligent insights for home
health care by monitoring activities of
daily tiving and another that provides

insights that allow consumers to manage

their home energy usage.

Delivering a strong portfolio

We delivered one of the most transformative

years in the history of our company, buying
high-growth, high-margin businesses and
selling a slow-growth and tower-margin
business. Now, approximately 90% of

our profits come from our Electrical and
Aerospace businesses.

* We continued the evoiution of the
company by completing the sale of our
Hydraulics business, a large but slower
growth, -lowermargin-business than the
rest of the company.

* We acquired Tripp Lite, Green Moticn and

Cobham Mission Sysiems and acquired
a 50% ownership stake in Jiangsu
Yineng Electric’s busway business and
in HuanYu High Tech. And in early 2022,
we acquired Royal Power Solutions. In
total, these moves represent $8 billion
in portfolio actions, add new products
and new capabilities 1o our Electrical,

Aerospace and eMobility businesses, and
significantly advance our effarts to build a
highergrowth and higher-margin company

with maore consistent earnings.

Delivering solid
financial results

We delivered solid financial performance in
the year, achieving record segmeni margins
and record adjusted earnings per share. And
we had a strong year in total shareholder
returns as compared 0 our peers and the
S&P 500.

EATON 2021 Annual Report

Qur financial resulis for the year were
as follows:

* Earnings per share for 2021 were
$5.34. Excluding charges of $0.90 per
share related 1o intangible amortization,
$0.23 per share from acquisitions and
divestitures, and $0.15 per share related
to a multi-year restructuring program,
adjusted earnings per share were $6.62,
up 35% over 2020,

+ Segment margins of 18.9% for 2021 were
a record,

* Operating cash flow for 2021 was $2.2
biflion. Excluding a contribution of $200
million to our U.S. qualified pension plan
and $340 miilion paid in taxes on the sale
of our Hydraulics business, adjusted
operating cash flow was $2.7 hillion.

* We continued to reinvest in growing the
company, deploying $575 million for capital
expenditures and $616 million toward
research and development activities.

s For full year 2021, sales were $19.6 billien,
reflecting 10% organic growth in a
challenging environment.

And we delivered for our shareholders. We
returned $1.2 billion to our shareholders

in the form of dividends and saw a 44%
increase in our share price. Combined,
these represent a total shareholder rewrn of
47%, earning Eaton a No. 2 ranking among
our 20 peer companies for the year. Also of
note, Eaton was recognized by Institutional
Investar magazine as a Most Honored
Company foilowing its annual survey of
portfolio managers and analysts.

Delivering for society
As the world responded to another year
of challenges, Eaton remained focused
an our mission and aspirational goals. We
know that engaged employees and a strong
communily give us the best opportunity to
build a successful and sustainable company,
and our team delivered. We also enhanced
our inclusive, diverse and equitable culture,
and remained firm in our conviction to
do business right, leading by our values,
regardless of the pressures we faced in
the year. ’
* We strengthened our inclusive,
values-based culiure and published
our first Global Inclusion and Diversijy
Transparency Repori, summarizing
our geals and progress toward our
comprehensive inclusion and diversity
commitments. The diversity of our board

2021
highlights

in total shareholder
returns, earning
Eaton a No. 2

ranking among

our

20 peer companies

for the year

in portfolio actions

segment margins

for 2021
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of directors also increased in the year, with two thirds of our
directors now women or U.S. minorities. And our company
was recognized by Newsweek as a Top 100 Most Loved

Workplace, one of only a handfut of manufacturing companies

to be recognized.

* Through our supplier diversity program, we purchased
approximately $1.42 billion in goods and services from small
and diverse suppliers in 2021, representing 31% of our
overall spend with U.S. suppliers. Qur goal is to increase our
spend with these suppliers to 40% by 2030 and, based on
our current run rate, we're well on our way.

* We supported communities in crisis, providing emergency
funding 1o regions hit hardest by COVID-19, including tndia
and Brazil. Eaton also delivered disaster relief to Europe, China
and British Columbia following catastroghic flooding in those
regions, and to those impacted by deadly winter storms in North
America. These are just a few examples of important causes
that our company supported around the world in the year.

* And we made our facilities safer. While we believe even one
injury in an Eaton facility is one too many, we finished the year
strong with a 7% reduction in our recordable injury rate over
2020. Qur teams plan to sustain this momentum and improve
our safety results even further in 2022.

Delivering for the environment

Throughout 2021, our commitment to sustainability —
conducting business in a way that allows our customers and
all of society to prosper today and into the future - remained
at the core of all we do. We continued our efforts to protect
the environment, accelerating our progress toward our
ambitious, science-based targets. Here are a number of key
accomplishments in the year,

* We moved closer to achieving our ambitious 2030
sustainability targets. At year's end, we had reduced
greenhouse gas emissions from our operations by
approximately 9% since 2018, which represents 18% of
our 2030 goal. An additonal 16 Eaton sites were certified
zero waste to landfill, bringing us to 65% of our 2030 goal,
and nine of our sites were certified zero water discharge,
achieving 50% of our 2030 goal.

* We also pamed gur first Chief Sustanability Qfficer. a move
that signals the depth of our commitment to sustainability
and the complex challenges the work entails, and published
our first climate-related finangial disclosures report.

2021 Eaton firsts;

Published our first Global
Inclusion & Diversity
Transparency Repart

[:] EATON 2021 Annual Report

* Finally, we further strengthened our commitment to
climate action by signing the United Nations Global Compact
and participating in the Race to Zero campaign.

Delivering for the future

While we anticipate that some of the challenges of the past year
will stay with us, particularly issues redated to the global supply
chain, we expect 2022 to be another strong year for Eaton. Qur
portfolio transformation has positioned us for sustained growih,
and we'll continue 10 seek new opportunities to grow our
company through acquisition, allocating capital to high-performing,
high-growth, high-margin businesses. We'll continue to invest to
grow organically. Our teams will capitalize on the growth super
cycle —underpinned by the global trends of electrification, eneray
transition and digitalization — a cycle that is just beginning and will
be with us for the next decade. And as always, our long-standing
commitment to ESG, a key growth driver for Eaton, will remain at
the forefront of all we do.

In dosing

With the support of our investors and the dedication of our
employees, Eaton has made important progress in a journay that
will shape the future of our company.

But our best years are stili ahead of us. As we continue to
transform the company. we'll find new ways 10 better serve our
customers, employees and communities, and deliver stronger
returns to our shareholders. And we'll find new opporiunities to
leverage our intelligent power management solutions to create a
positive and lasting impact on the environment and on the lives
of those we serve.

There's never been a more important time than now to be an
intelligent power management company. B

Thank you for your confidence in aur company, and for standing
with us on this journey. Together, we'll build a promising future
for Eaton and for all who depend on us.

Craig Arnold | Chairman and Chief Executive Officer

-
Named oaur first Chief
Sustainahility Officer:

/' Haroid V. Jonas

Published our first
Climate-related Financial
Distlosures Report
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o

- -
j ﬂ We made significant progress in

=1 achieving our 2030 sustainability
targets in 2021, including:

Creating a sustamable
enterprise

We believe in doing business right. As a leader in
environmental, social and corporate governance (ESG), we

take our responsibilities 10 our shareholders and to society very
seriously. ESG is fundamental to our mission — to improve the
quality of fife and the environment — and is critical to how we run
the company day to day.

The environment is at the core of what we do. We provide the
world with products and solutions that help customers manage
power reliably, efficiently, safely and sustainably, and we're
supporting the global initiative to lower carbon emissions and
limit the increase in global warming by commiiting to becoming
carbon neutral by 2030. And in 2022, we'll further align our
sustainability efforts with our organic growth strategy, which

is focused on advancing the energy transition, electrification
and digitalization.

We believe in giving back to the communities where we operate,
and we're committed to advancing inclusion, diversity and
equality inside our company and in society. We're working to
create an inclusive, safe and engaging workplace where every
employee has an opportunity to grow, learn and be healthy, and
where inclusion, access and opportunity are ensured for all.

EATON 2021 Annuail Report

| ZERO WASTE

TO LANDFILL

We certified 16 sites as zero waste
1o fandfill, bringing us to 5% of
our goal to certity 100% of our
manufacturing sites by 2030

GREENHOUSE @
GAS
\ EMISSIONS 4

We reduced greenhouse gas
amissions from our operations by
approximately 9% from 2018-2021,
representing 18% of our goal 10
reduce emissions 50% by 2030.

ZERO WATER

DISCHARGE

We certified nine manufacturing
sites as zero water discharge,
representing 50% of our goal to
certify 10% of our manufacturing
sites by 2030.
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ShaTeh 0] d eT infOT'm ati O'ﬂ (This content was not included in our 10-K SEC filing.)

Annual general meeting of shareholders

The company’'s 2022 Annual General Meeting of Shareholders will be held at 9:00 a.m., Dublin time, on Wednesday, April 27, 2022,

at Eaton House, 30 Pembroke Road, Dublin 4, ireland. Farmal notice of the meeting will be made available on or about March 18, 2022,
1o each shareholder of record as of February 28, 2022.

Most Eaton shareholders will not receive & mailed copy of the Proxy Statement and Annual Report to Shareholders, but rather a
notice that these materials are available online. Eaton shareholders who currently receive paper copies, dug (o a prio election or due
to participation in an employee benelit plan, can register for electronic delivery of these materials as well as onking proxy voting,

at http:/fenroll.icsdelivery.comjetn.

Annual report to sharehclders

This 2021 Annual Report to Shareholders is available online at Eaton.com. Any shareholder may obtain at no charge a printed copy of
this Annual Report upon written request 1o the address shown below, Other public financial reports are also avalable on Eaton's website
at Eaton.com,

Annual certifications

The most recent certifications required by Sections 302 and 906 of the Sarbanes-Oxley Act of 2002 were filed as Exhitits 31.1, 31.2, 221
and 32.2 1o Eaton’s Annual Report on Farm 10K for 20217, Additionally, Eaton subrwitted 1o the New York Steck Exchange its 20271 Chiel
Executive Officer Certification regarding Eaton's cormpliance with the corporate governance fisting standards of the Exchange.

Dividend reinvestment plan

Our dividend reinvestment plan is available to shareholders of record of Eaton Qrdinary Shares. Through the plan, shareholders of
record may buy additional shares by reinvesting their cash dividends, Shareholders should refer to the Eaton DRIP Prospectus for mors
information and associated fees.

Direct deposit of dividends
Shareholders of record may have their dividends directly deposited into their bank accounts. Interested shareholders of record should
contact Broadridge, as shown below.

Forward-tooking statements

. This-Annual Report to Sharehoiders, including the Chairman’s letter, contains forward-lacking statements concerning expectations for thie
future and our corporate strategy, in addition to the forward-looking statements made in the Form 10-K included in this Annual Report.
These statements should be used with caution and are subject to various risks and uncertainties, many of which are outside of Eaton’s
control. Please see the factors described in the paragraph under the heading * Forward-Looking Statements” on page 99 of the Form
10K included in this Annual Report to Shareholders for a discussion of the factors that could cause actual resulls to differ materially trom
these forward-looking statements.

Broadridge Corporate kssuer Solutions

Regular Mail: P.O. Box 1342, Brentwood, NY 11717 )

Registered/Overnight Packages: ATTN: IWS, 1155 Lang Isfand Ave., Edgewood, NY 11717

Phone: +1 888.597.8625 (U.S. & Canada) +1 303.562.9631 (Toll}

TDD: +1 855.627.5080 (hearing impaired inside the U.S.} | TDD: +1 720.399.2074 {hearing impaired outside the U.S}
Email: sharehofder@broadridge.com | Website: htips://shareholder.broadiidge.com/eaton-corp/

Eaton shareholder contact information
Investor Relations, Eaton, 1000 Eaton Beulevard, Cleveland, OH 44122 USA +1 440.523.3634. Eaton.com

- Quarterly financial releases
z % Eaton’s financisl results are available approximately four weeks after the end of each quaner.
S Releases are available on Eaton’s website at Eaton.com. Copies may also be obtained by calling +1 440.523.3634.

Common shares
Listed for treding: New York Stock Exchange (Ticker Symbol: ETNj

8 EATON 2021 Annual Repon

16.06.2022 kl 14:34 Brgnngysundregistrene Side 14 av 122



Brgnngysundregistrene Arsregnskap regnskapsaret 2021 for 983748384

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

Annual report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the vear ended December 31, 2421
Commission file nember 000-54863

EATON CORPORATION plc

(Exact name of registrant as specified in its charter)

Ireland 98-1059235

(State or other jurisdiction of incorporation or organization) (IRS Employer Identification Number)
Eaton House. 30 Pembroke Road, Dublin 4. Ireland D04 YOC2
{Address of principal exccutive offices) (Zip Code)

+353 1637 2900
{Registrant's telephone number, including area code)

Sccurities registered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol Name of each exchange on which registered

Ordinary shares (80.01 par value) ETN New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes @A No O
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
YesONo ®
Indicate by check mark whether the registrant (1) has fited all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months {or for such shorter period that the registrant was required to
file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes @ No O0
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted
pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such sharter period
that the registrant was required to submit such files).  Yes @ No O
Indicate by check mark swhether the registrant is a large accelerated filer. an accelerated filer, a non-accelerated filer. a smaller
reporting company or an emerging growth company. See the definitions of “large accelerated filer.” “accelerated filer."
“srnaller reporting company,” and "emerging growth company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer @2 Accelerated filer ] Non-accelerated filer (m]
Smaller reporting company (] Emerging growth company ]
If an emerging growth company. indicate by check mark if the registrant has elected not to use the extended transition period
for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange
Act. O
Indicate by check mark whether the registrant has filed a report on and attestation to its management's assessment of the

effectiveness of its internal control over financiat reporting under Section 404(b) of the Sarbanes-Oxley Act {15 U.S.C.
7262(b)) by the registered public accounting firm that prepared or issued its audit report. @
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O No @
The aggregate market value of Ordinary Shares held by non-affiliates of the registrant as of June 30, 2021 was $59.1 billion.
As of January 31, 2022, there were 398.8 million Ordinary Shares outstanding.

Documents Incorporated By Reference
Portions of the Proxy Statement for the 2022 annual shareholders meeling are incorporated by reference into Part 111,
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Part |

Item 1. Business.

Eaton Corporation plc (Eaton or the Company) is an intelligent power management company dedicated to improving the
quality of life and protecting the environment for people evervwhere. We are guided by our commitment to do business right. to
operate sustainably and to help our customers manage power — today and well into the future. By capitalizing on the global
growth trends of electrification and digitalization, we're accelerating the planet's transition to renewable encrgy. helping to solve
the world's most urgent power management challenges, and doing what's best for our stakeholders and all of society.

Founded in 1911. Eaton has been listed on the New York Stock Exchange for nearly a century. We reported revenues of
$19.6 billion in 2021 and serve customers in more than 170 countries.

Eaton electronically files or furnishes reports pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934
(Exchange Act) to the United States Securities and Exchange Commission (SEC), including annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and proxy and information statements, as well as anv
amendments to those reports. As soon as reasonably practicable, these reports are available free of charge through the
Company's website at www.eaton.com. These filings are also accessible on the SEC's website at www.sec.gov.

COVID-19

Information related to the impact of the COVID-19 pandemic on the Company is presented in *Management's Discussion
and Analysis of Financial Condition and Results of Operations™ of this Form 10-K.

Acqguisitions and Divestitures of Businesses

Information regarding the Company's acquisitions and divestitures is presented in Note 2 of the Notes to the Consolidated
Financial Statements.

Business Segment Information

Information by business segment regarding principal products. principal markets. methods of distribution and net sales is
presented in Note 17 of the Notes to the Consolidated Financial Statements. Additional information regarding Eaton's segments
and business is presented below.

Electrical Americas and Electrical Global

Principal methods of competition in these segments are pertormance of products and systems, technology, customer scrvice
and support, and price. Eaton has a strong competitive position in these segments and, with respect to many products, is .
considered among the market leaders. In normal economic cycles, sales of these segments are historically lower in the first
quarter and higher in the third and fourth quarters of a year. In 2021, 22% of these segments’ sales were made to seven large

customers of electrical products and electrical systems and services.
Hydraufics

On August 2, 2021, Eaton completed the sale of the Hydraulics business to Danfoss A/S, a Danish industrial company. Prior
to the sale, the Hvdraulics business was a reportable operating segment.

Aerospace

Principal methods of competition in this segment are total cost of ownership, product and system performance. quality,
design engineering capabilities, and timely delivery. Eaton has a strong competitive position in this segment and. with respect to
many products and platforms, is considered among the market leaders. In 2021, 20% of this segment’s sales were made to three
large original equipment manufacturers of aircrafl.

Vehicle

Principal methods of competition in this segment are product performance, technology, global service, and price. Eaton has
a strong competitive position in this segment and, with respect to many products, is considered among the market leaders. In
2021, 36% of this segment's sales were made to four large original equipment manufacturers of vehicles and related
components.

eMobility

Principal methods of competition in this segment are product performance. technelogy. global service, and price. Eaton has
a strong competitive position in this segment. In 2021, 18% of this segment's sales were made to three large original equipment
manufacturers of vehicles, construction equipment and related components.
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Information Concerning Eaton's Business in General
Ravw AMaterials

Eaton's major requirements for raw materials include iron, steel, copper, nickel, aluminum, lcad, silver, gold, titanium,
rubber, plastic. electronic components. chemicals. and fluids. Materials are purchased in various forms. such as bar stock.
extrusions, castings. forgings, powder metal, coils. sheets. strips. stampings. plastic resins and pellets. Raw materials. as well as
parts and other components. are purchased from many suppliers. Under normal circumstances, the Company has no difficulty
obtaining its raw matertals. However, as global econemies recovered from the COVID-{9 pandemic in 2021, some of our
businesses were impacted by inflation and supply chain constraints, including limited availability of select materials and
detivery delays. During this time, we worked closely with our suppliers to manage and minimize the impact on our supply
chain. Additional information related to the impact of supply chain constraints and inflation is presented in “Management's
Discussion and Analysis of Financial Condition and Results of Operations™ of this Form 10-K.

Paremts and Trademarks

Eaton considers its intellectual property, including without limitation patents. trade names, domain names. trademarks.
confidential information. and trade secrets to be of significant value to its business as a whole. The Company's products are
manufactured, marketed and sold using a portfolio of patents, trademarks, licenses, and other forms of intellectual property.
some of which expire in the future, Eaton develops and acquires new intellectual property on an ongoing basis and considers all
of'its intellectual property to be valuable. Based on the broad scope of the Company's product lines, management believes that
the loss or expiration of any single intellectual property right would not have a material effect on Eaton's consolidated financial
slatements or its business segments. The Company's policy is to file applications and obtain patents for the majority of its novel
and innovative new products including product modifications and improvements.

Eavironmental Contingencies

Qur comprehensive sustainability strategy is driven by our mission to improve the quality of life and the environment. We
are committed to reducing our foolprint, eliminating waste, and making the best use of natural resources. Operatiens of the
Company involve the use and disposal of certain substances regulated under environmental protection laws. Eaton continues to
modify processes on an ongoing, regular basis in order to reduce the impact on the environment, including the reduction or
climination of certain chemicals used in, and wastes generated from, operations. Compliance with laws that have been enacted
or adopted regulating the discharge of materials into the environment, or otherwise relating to the protection of the
environment, are not expected to have a material adverse effect upon capital expenditures. including expenditures for
environmental control facitities. earnings or the competitive position of the Company. Compliance with luture environmental
protection laws may require an increase in capital expenditures. Information regarding the Company's liabilities related to
environmental matters is presented in Note 10 of the Notes to the Consolidated Financial Statements. -

Human Capital Management

Eaton has approximately 86,000 employees globally. The number of persons emploved by our reportablc segments and
corporate at December 31, 2021 are as follows:

(In thousands) ﬂ___
Electrical Americas .
Electrical Globat -~~~ ] i ) L o 26
etospace o2
Vehicle . ) o S o ) 11
eMobilty e B ¥
Cnrporale_ o o o __ e o —8_
: T(_)_tai number-ofpel_"s;)rnrsgm—p]?;ed_: o ) — ) B — B B : _7— —86_
3
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Eaton uses and monitors a variety of metrics to ensure our objectives related to employee attraction, development. and
retention are met. Most notably, Eaton tracks the following: .

Inclusion and Diversity

Eaton is committed to having a workforce that is diverse and inclusive at all levels. reflecting the diversity of our customers
and communities. Our success depends on our ability to attract and retain the best employees without regard to race. color.
social or cconomic status. religion. national origin, marital status. age. veteran status, sexual arientation, gender identity. or any
protected status. 1t is the policy of the Company to make all decisions regarding employment. including hiring. compensation.
training, promotions, transfers, or lay-ofTs, based on the principle of cqual employment opportunity and without discrimination.

At December 31, 2021, Eaton’s distribution by gender, and United States distribution by minority status, is as follows:

Number  Percentage Number of  Percentage of

Total of women of women minorities minorities

) ~_Global  (Global) (Globa)  US.otal (US.only)' (US. only)
_Board of directors ] 12 4 7 333% i 10 4 40.0 %
[Global lcadership team 25 6~ 240% 23 B 363%
‘Excoutives Lo .8 1 w3% 41370 169%
Managers L 7185  1.697  236% . 3.668 3L 19.9 %
All other employees 78,150 26,827  343% .. 20470 7340 364 %

All employees 85,947 28,667 334 % 24,275 8.154 336%
! Excluding Puerto Rico ’

At Eaton. onc of our aspirational goals is to be a model ol inclusion and diversity among our peers. Qur plan to achicve this
goal encompasses a number of actions, including an examination into our programs, practices. processes. and policies to look
for opportunities to strengthen our support of underrepresented individuals, groups and businesses across our operations.

Compensation

A key component of Eaton’s attraction and retention strategy is competitive compensation. Eaton regularly benchmarks its
compensation practices with industry peers to maintain a top performing workforce. Eaton’s 2021 total employec costs was
$3.5 billion including salaries, wages, equity-based compensation, pension and other benefits. The total compensation of our
median employee on October 1, 2020, as reported in our 2021 Proxy Statement filed in March 2021, and as calculated in
accordance with ltem 402(u) of Regulation S-K. was $63,951.

Safety

Throughout our operations, our goal is to have no safety incidents and we continue to make progress towards that goal. For
example, in 2020 we reduced our Total Recordable Case Rate (TRCR) by 26% (0.40) and our Davs Away Case Rate (DACR)
by 26% (0.17) compared to 2019. Our TRCR of 0.40 approaches our long-term goal of 0.25, which we believe is a world-class
safety rate.

Further, in 2021, the Company took a number of measures to continue to protect our workforce from the COVID-19
pandemic, including the following as appropriate:
«  Training our employees at sites around the world in cleaning and disinfecting protocols

*  Enacting social distancing procedures, staggered shifts, a rotating office work schedule. and modified workspace and
meeting space lavouts as appropriate

*  Requiring employees to stay at home if they are feeling ill, and encouraging increased hand washing and hygiene
praclices across all sites

+  Advising employees 10 take advantage of flexible work options

+  Restricting visitors Lo all sites

= Encouraging vaccination for all emplovees and at select locations, arranging for vaccination clinics and transportation
= Consulting regularly with doctors and health care organizations

«  Updating the Company's response plan as new information became available
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In the event an employee suspects they have been exposed to COVID-19, or testing confirms it, sites witl implement a
responsc plan that includes:

*  Communication with all who may have been exposed
= Disinfecting work stations and common areas
+  Shulting down the facility if warranted

These actions are aligned with preventive health proiocols of governmental authorities and health organizations including
the Centers for Disease Control (U.8.) and the World Health Organization.

Achieving work-life balance

Achieving work-life balance is a common concern of today's emplovees. Flexible work solutions and inclusive programs
will help us remain competitive in attracting and retaining the best talent and make it possible for employees in varied situations
to be able to remain at Eaton. Flexible solutions include compressed work wecks, remote working, job sharing, part-time work,
flextime, and telework.

Engagement

Fully engaged employees arec more productive, innovative, and satisfied in their work. Examples of how we engage our
employees include enterprise-wide town halls, hosting informal listening meetings and surveying groups of employees on
specific subjects. In addition, we have programs focused on career development of employees at all levels. Our 2021 survey on
employee engagement showed a favorable response from 83 percent of employees who completed it. This group reported that
they were proud to work at Eaton, felt personal accomplishment from their work, and would recommend Eaton as a place to
work. We are committed to a wide range of strategies designed to improve and sustain employee engagement over the long-
term.

Item 1A. Risk Factors.

Among the risks that could materially adversely affect Eaton's businesses. financial condition or results of operations are the
following:

Operationat Risks

Impacts related to, and recovery from, the COVID-19 pandemic could have an adverse effect on our business and results of
operations.

The global outbreak of COVID-19 has disrupted economic activity around the world. As a result, we and our emplovees,
suppliers, customers and others have been and may continue (o be restricted or prevented from conducting normal business
activities, including as a result of shutdowns, travel restrictions and other actions that may be requested or mandated by
governmental authorities. While a substantial portion of our businesses and facilities have been classified as essential in
jurisdictions in which facility clesures have been mandated, we can give no assurance that there will not be additional closures
in the future or that cur businesses and facilities will be classified as cssential in each of the jurisdictions in which we operate.
We have experienced and could continue to experience supply and labor shortages as the Company expands its production
capacity to mect increased customer demand as global economies recover. The extent to which the COVID-19 pandemic
continues to impact our results of operations and financial condition will depend on future developments that are highly
uncertain and cannot be predicted, including the resurgence of COVID-19 as a result of new variants. the effectiveness of
COVID-19 vaccines and the speed at which populations are vaccinated around the globe, the impact of COVID-19 on
economic activity and regulatory actions taken to contain the impact of COVID-19 on public health and the global economy.
The impact of COVID-19 may also exacerbate other risks discussed in Item 1A of this Apnual Report on Form 10-K. any of
which could have a material effect on our results of operations.

If Eaton is unable to protect its information technology infrastructure against service interruptions, data corruption, cyvber-
based attacks or network security breaches, product or service offerings could be compromised or operations could be
disrupted or data confidentiality impaired.

Eaton relies on information technology networks and systems, including the Internet, to process, transmit and store
electronic information. and to manage or support a variety of business processes and activities, including procurement.
manufacturing, distribution, invoicing and collection. Additionally. many of our products and services include integrated
software and information technology that collects data or connects to external and internal systems. Because of this.
cybersecurity threats pose a material risk to our business operations.
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Global cybersecurity threats range from widespread vulnerabilities, sophisticated and targeted measures known as advanced
persistent threats, or uncoordinated individual attempts to gain unauthorized access to [T/OT systems. These threats may be
directed at Eaton, its products, software embedded in Eaton’s products, or its third-party service providers. The risk is amplified
by the increasingly connected nature of our products and systems. These threats may originate from anywhere in the connected
world and take the form of phishing, malware. bots. or human-centric attacks. Eaton continuaily seeks to deploy comprehensive
measures to deter. prevent, detect, respond to and mitigate these threats.

As a result of our worldwide operations. we are subject to laws and regulations. including data protection/privacy and
cybersecurity laws and regulations, in many jurisdictions. 1ln addition, we operate in an environment in which there are different
and potentially conflicting data privacy laws in effect in the various U.S. states and foreign jurisdictions in which we operate
and we must understand and comply with each law and standard in each of these jurisdictions while ensuring the data is secure.
For example, the Global Data Protection Regulation (GDPR) prefers that we manage persenal data in the E.U. and may impose
fines of up to four percent of our global revenue in the event of certain violations.

Eaton’s customers, including Governmental Agencies, are increasingly requiring cybersecurity proteclions and mandating
cybersecurity standards which may result in additional operating or production costs. Our cybersecurity program aligns with
well-known industry-wide security control frameworks. Despite these etforts, cybersecurity incidents could potentially result in
the misapprepriation, destruction, cerruption or unavailability of critical data and confidential or proprietary information and
the disruption of business operations. The potential consequences of a material cybersecurity incident include theft of
intcllectual property, disruption of operations, reputational damage, adverse health and safety consequences, the loss or misuse
of confidential information, product failure, as well as exposure to fines, legal claims or enforcement actions,

The effects of climate change, including weather disruptions and regulatory/market reactions, create uncertainties that
could negatively impact our business.

Global increases in greenhouse gas emissions are linked to climate change, and there is a growing consensus that dramatic
cmissions reductions are needed to avoid severe climate impacts. Extreme weather events linked to climate change. including
hurricanes, flooding, wildfires, and high heat/water scarcity. create physical risks to Eaton’s operating locations and supply
chains. While Eaton is working to make its own operations carbon ncutral by 2030, a global failure to achieve commitments
could cause increases in these extreme weather events, political instability, and workforce migration, ultimately increasing
Eaton’s cost of doing business.

Regulatory reactions to climate change may pose more stringent obligations on Eaton’s operations and change customer
demands. While Eaton is already gearing its portfolio towards products that will reduce carbon and combat climate change.
there is a risk that Eaton may not innovate quickly enough to meet changing regulatory or market demands. Increasing demands
for metals as the world electrifies may lead to scarcity and increased costs, as may uncertainty over carbon taxes and grid
stability during a rencwables transition. Despite these uncertainties, we believe Eaton is well positioned to capitalize on secular
trends and market opportunilies arising from these risks.

Eaton's operations depend on production facilities throughout the world, which sabjects them to varying degrees of risk of
disrupted production.

Ealon manages businesses with manufacturing facilities wortdwide. The Company's manufacturing lacilitics and opcrations
could be disrupted by a natural disaster, labor strike, war. political unrest, terrorist activity. economic upheaval, or public health
concerns such as the spread of COVID-19. Any such disruption could cause delays in shipments of products and the loss of
sales and customers, and insurance proceeds may not adequately compensate for losses.

Eaton uses a variety of raw materials and compenents in its businesses, and significant shortages, price increases, or
supplier inselvencies could increase operating costs and adversely impact the competitive positions of Eaton's products.

Eaton's major requirements for raw materials are described above in Item 1 “Raw Materials™, Shortages have affected the
prices Eaton's businesses are charged as global economies recover from the COVID-19 pandemic. if this trend continues. the
competitive position of our preducts and services may be impacted. which could have a material adverse impact on operating
results.

Further, some of Eaton's suppliers of component parts have increased their prices in response to increases in costs of raw
materials that they use to manufacture component parts. including logistics inflation. Should this trend continue or become
more prevalent, the Company may not be able to increase its prices commensurately with its increased costs, adversely
affecting operating results.
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Industry and Market Risks
Volatility of end markets that Eaton serves,

Eaton's segment revenues, operating results, and profitability have varied in the past and may vary trom quaner to quarter in
the future. Profitability can be negatively impacted by volatility in the end markets that Eaton serves. The Company has
undertaken measures to reduce the impact of this volatility through diversification of the markets it serves and expansion of the
geographic regions in which it operates. Future downturns in any of the markets could adversely affect revenues. operaling
results, and profitability.

Eaton's operating results depend in part on continued successful research, development, and marketing of new and/or
improved products and services, and there can be no assurance that Eaton will continue to successfully introduce new
products and services or maintain its present market positions.

The success of new and improved products and services depends on their initial and continued acceptance by Eaton's
customers, The Company's businesses are affected, to varying degrees. by technological change and corresponding shilts in
customer demand. which could result in unpredictable product transitions or shortened life cycles. Eaton may experience
difficulties or delays in the research, development, production, or marketing of new products and services which may prevent
Eaton from recouping or realizing a return on the investments required to bring new products and services to market. The
Company’s market positions may also be impacted by new entrants into Eaton's product or regional markets.

Legal and Regulatory Risks

Eaton's global eperations subject it to economic risk as Eaton's results of operations may be adversely affected by changes
in government legisiation, regulations and policies, or currency fluctuations.

Operating globally subjects Eaton to changes in government regulations and policies in a large number of jurisdictions
around the world. including those related to tariffs and trade barriers. investments. property ownership rights. taxation. data
privacy, and exchange controls. Changes in the relative values of currencies occur from time to time and could affect Eaton's
operating results. While the Company monitors exchange rate exposures and attempts to reduce these exposures through
hedging activities, these risks could adversely affect operating results.

Further, existing free trade laws and regulations provide certain beneficial dutics and tariffs for qualifving imports and
exports, subject to compliance with applicable classification and other requirements. Changes in laws or policics governing the
terms of foreign trade. and in particular increased trade restrictions. tariffs or taxes on imports from countries where we
manufacture products. could have an impact on our business and financial results.

Eaton may be subject to risks relating to changes in its tax rates or exposure to additional income tax liabilitics.

Eaton is subject to income taxes in many jurisdictions around the world. Income tax liabilities are subject to the allocation of
income among various tax jurisdictions. The Company's effective tax rate could be affected materially bv changes in the mix
among carnings in countries with differing statutory tax rates. changes in the valuation allowance of deferred tax assets, or
changes in tax legislation, regulations, and policies. The amount of income taxes paid is subject to ongoing audits by tax
authorities in the countries in which Eaton eperates. If these audits result in assessments different from amounts reserved, future
tinancial results may include material unfavorable adjustments to the Company's 1ax liabifities.

Eaton may be unable to adequately protect its intellectual property rights, which could affect the Company's ability to
compete.

Protecting Eaton's intellectual property rights is critical to its ability to compete and succeed. The Company owns a large
number of patents and patent applications worldwide, as well as trademark and copyright registrations that are necessarv, and
contribute significantly, to the preservation of Eaton's competitive position in various markets. Although management believes
that the loss or expiration of any single intellectual property right would not have a material effect on the resulis of operations
or financial position of Eaton or its business segments, there can be no assurance that any one, or more, of these patents and
other intellectual property will not be challenged. invalidated, or circumvented by third parties. Eaton enters into confidentiality
and invention assignment agreements with the Company's employees. and into non-disclosure agreements with supplicrs and
appropriate customers. so as to limit access to and disclosure of proprietary information. These measures may not suftice to
deter misappropriation or independent third party development of similar technologics. ’

Eaton is subject to litigation and environmental regulations that could adversely impact Eaton's businesses.

Atany given time, Eaton may be subject to litigation, the disposition of which may have a material adverse effect on the
Company's businesses, financial condition or results of operations. Information regarding current legal proceedings is presented
in Note 10 and Note 11 of the Notes to the Consolidated Financia! Statements.
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Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

Eaton's principal executive offices are located at Eaton House, 30 Pembroke Road, Dublin 4, Ireland D04 YOC2. The
Company maintains manufacturing facilities at approximately 224 locations in 36 countries. The Company is a lessee under a
number of operating leascs for certain real properties and equipment, none of which is material to its operations. Management
believes that the existing manufacturing facilities are adequate for its operations and that the facilities arc maintained in good
condition.

Item 3. Legal Proceedings.

Information regarding the Company’s current legal proceedings is presented in Note 10 and Note {1 of the Notes o the
Consolidated Financial Statements.

Item 4. Mine Safety Disclosures,

Not applicable.
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Item 4A. Information about our Executive Officers

A listing of executive officers, their ages, positions and offices held over the past five vears, as of February 1, 2022, is as

follows:
Name Age Position (Date elected to position)
Craig Arneld 61 Chairman of Eaton Corporation plc (June 1, 2016 - present)
Chief Executive Officer of Eaton Corporation (June 1, 2016 - present)
Director of Eaton Corporation plc {September 1, 2015 - present)
President and Chief Operating Officer of Eaton Corporation
(September 1, 2015 - May 31, 2016)
Thomas B. Okray 59 Executive Vice President and Chief Financial Officer of Eaton Corporation
(March 2021 - present)
Executive Vice President and Chiel Financial Officer-Elect of Eaton Corporation
(January 2021 - March 2021)
Senior Vice President and Chief Financial Officer of W.W. Grainger. [nc.
(April 2018 - December 2020)
Executive Vice President and Chief Financial Officer of Advance Auto Parts, Inc.
(October 2016 - April 2018)
Vice President, Finance, Global Customer Fulfillment of Amazon.com, Inc.
(July 2015 - September 2016)
Uday Yadav 58 President and Chief Operating Officer - Electrical Sector of Eaton Corperation
(July 1, 2019 - present)
Chief Operating Officer - Indusirial Sector of Eaton Corporation
(September 1, 2015 - June 30, 2019)
Fleath B. Monesmith 51 President and Chief Operating Officer - Industrial Sector of Eaten Corporation
(Julyv 1, 2019 - present)
Executive Vice Presidént and General Counsel of Eaton Corporation
(March 1, 2017 - January 6, 2020}
Senior Vice President and Deputy General Counse! of Eaton Corporation
(May 15, 2015 - March 1, 2017}
April Miller Boise 53  Executive Vice President, Chief Legal Officer and Secretary of Eaton Corporation
(January 6, 2020 - present)
Senior Vice President, Chief Legal Officer and Corporate Secretary of Meritor, Inc.
(August 15, 2016 - December 13, 2019)
Senior Vice President, General Counsel, Head of Global Mergers and Acquisitions,
and Corporate Secretary of Avintiv, Inc. (March 23. 2015 - December 31, 20135)
Ernest W. Marshall, Jr. 53 Executive Vice President and Chiel Human Resources Officer of Eaton Corporation

(July I, 2018 - present)
Vice President - Human Resources, Aviation Division of General Electric
(August 1, 2013 - June 30, 2018)
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Daniel Hopgood 30  Senior Vice President and Controller of Eaton Corporation (April 1. 2021 - present)
Senior Vice President Global Financial Services and Systems of Eaton Corporation
(September 2017 - March 30, 2021)
Senior Vice President. Finance and Planning. Industrial Sector of Eaton Corporation
{September 2013 - September 2017)

Joao V. Faria 57 President - Vehicle Group of Eaton Corporation (May 1. 2017 - present)
Vice President and General Manager, Latin America, Electrical Sector and
President, Latin America (August 1, 2013 - April 30, 2017}

Nandakumar Cheruvatath 60  President - Aerospace Group of Eaton Corporation (September 1, 2015 - present)

Brian S. Brickhouse 58 President - Americas Region, Electrical Sector of Eaton Corporation
(July 1, 2019 - present)
President - Electrical Systems and Services Group of Eaton Corporation
(July 1.2018 - June 30. 2019)
President, Asia Pacific Region. Electrical (May 15. 2013 - Junc 30, 2018)
There are no family relationships among the officers listed, and there are no arrangements or understandings pursuant to
which any of them were elected as officers. All officers hold office for one vear and until their successors are elected and

qualified, unless otherwise specified by the Board of Directors; provided, however, that any officer is subject to removal with or
without cause, at any time, by a vote of a majority of the Board of Directors.

Part 11

Item 5. Market for the Registrant's Ordinary Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.

The Company's ordinary shares are listed for trading on the New York Stock Exchange under the symbol ETN, At
December 31, 2021, there were 10,447 holders of record of the Company's ordinary shares. Additionatly, 14,835 current and
former employees were shareholders through participation in the Eaton Savings Plan (ESP). the Eaton Personal Investment Plan
(EPIP), and the Eaton-Puerto-Rico Retirement Savings Plan. ’ ’

Information regarding equity-based compensation plans required by Regulation S-K Item 201(d) is provided in Item 12 of
this Form 10-K Report.

Irish Taxes Applicable to Dividends

frish income tax may arise with respect to dividends paid on Eaton shares. Eaton may be required to deduct Irish dividend
withholding tax (“IDWT?, currently at a rate of 25%) from dividends paid te sharcholders who are not tax residents of Ireland
even though they are not subject to this tax. To claim exemption from IDWT, shareholders can complete certain Irish dividend
withholding tax exemption forms or hold their shares in an account through the Depository Trust Company and have on file
with their broker or qualifying agent a valid U.S. address en the record date of the dividend.

Eaton shareholders who receive their dividends subject to Irish dividend withholding tax will generally have no lurther
liability for Irish income tax on the dividends unless they are otherwise subject to Irish income tax.

Item 6. [Reserved]

Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations.

Information required by this Item is presented in “Management's Discussion and Analysis of Financial Condition and
Results of Operations™ of this Form 10-K.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk.

Information regarding market risk is presented in *Market Risk Disclosure” of this Form 10-K.

10
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Item 8. Financial Statements and Supplementary Data.

The reports of the independent registered public accounting firm, consolidated financial statements, and noies to
consolidated financial statements are presented in ltem 15 of this Form 10-K.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures - Pursuant to SEC Rule 13a-15. an evaluation was performed under the
supervision and with the participation of Eaton's management, including Craig Arnold - Principal Executive Officer: and
Thomas B. Okray - Principal Financial Officer, of the effectiveness of the design and operation of the Company's disclosure
controls and procedures. Based on that evaluation, Eaton's management concluded that the Company's disclosure controis and
procedures were effective as of December 31, 2021.

Disclosure controls and procedures are designed to ensure that information required to be disclosed in Company reports
filed or submitted under the Exchange Act is recorded, processed. summarized and reported, within the time periods specified
in the Securities and Exchange Commission's rules and forms. Disclosure controls and procedures include. without limitation,
controls and procedures designed to ensure that information required to be disclosed in Company reports filed under the
Exchange Act is accumulated and communicated to management. including the Company's Principal Executive Qfficer and
Principal Financial Officer, to allow timely decisions regarding required disclosure.

Pursuant to Section 404 of the Sarbanes Oxley Act of 2002 and the rules and regulations adopted pursuant thereto, Eaton has
included a report of management's assessment of the effectiveness ol internal contrel over [inancial reporting, which is included
in Item 13 of this Form 10-K.

“Report of Independent Registered Public Accounting Firm™ relating to internal control over financial reporting as of
December 31, 2021 is included in Item 15 of this Form 10-K.

During the fourth quarter of 2021, there was no change in Eaton's internal control over financial reporting that materially
affected, or is reasonably likely to materially affect, internal control over financial reporting. Management is currently
evaluating the impact of the businesses acquired in 2021 on Eaton's internal control over linancial reporting.

Item 9B. Other Information,

None.

Item SC. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.
Not Applicable.

Pare 111

Item 10. Directors, Executive Officers and Corporate Governance.

Information required with respect to the directors of the Company is set forth under the caption “Election of Directors” in
the Company's definitive Proxy Statement 1o be filed on or about March 18, 2022, and is incorporated by reference.

The Company has adopted a Code of Ethics, which applies to the directors, officers and employees worldwide. This
document is available on the Company's website at http://www.caton.com.

There were no changes during the fourth quarter 2021 to the procedures by which security holders may recommend
nominees to the Company’s Board of Directors.

Information related to the Audit Committee, and members of the Committee who are financial experts, is set forth under the
caption “Board Committees - Audit Committee™ in the definitive Proxy Statement to be filed on or about March 18, 2022, and
is incorporated by reference. :

Information required with respect to delinquent Section 16(a) reports is set forth under the caption “Delinquent Scction
16(a) Reports™ in the Company’s definitive Proxy Statement to be filed on or about March 18, 2022 and is incorporated by
reference.
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Item 11. Executive Compensation.

Information required with respect to executive compensation is set forth under the caption “Compensation Discussion and
Analysis™ in the Company's definitive Proxy Statement to be filed on or about March 18, 2022, and is incorporated by
refcrence.

1tem 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

Information required with respect to securities authorized for issuance under equity-based compensation plans is set lorth
under the caption “Equity Compensation Plans™ in the Company's definitive Proxy Statement 10 be filed on or about March 18,
2022, and is incorporated by refercnce.

Information required with respect to security ownership of certain beneficial owners, is sel forth under the caption “Share

Ownership Tables” in the Company's definitive Proxy Statement to be filed on or about March 18, 2022, and is incorperated by
reference,

Item 13. Certain Relationships and Related Transactions, and Director Independence,

Information required with respect to certain relationships and related transactions, as well as director independence. is set
forth under the caption “Director Independence” in the Company's definitive Proxy Statement to be filed on or about March 18,
2022, and is incorporated by reference.

Item 14. Principal Accounting Fees and Services.

Information required with respect to principal accountant fees and services is set forth under the caption “Audit Committee
Report™ in the Company's definitive Proxy Statement to be filed on or about March 18, 2022, and is incorporated by reference.

Part IV

Item 15. Exhibits. Financial Statement Schedules.

{a) (1) The reports of the independent registered public accounting firm, consolidated financial statements and notes to
consolidated financial statements are included in Item 8 above:

Reports of Emnst & Young LLP Independent Registered Public Accounting Firm (PCAOB [D: 42)
Consolidated Statements of Income - Ycars ended December 31, 2021. 2020 and 2019

Consolidated Statements of Comprehensive Income - Years ended December 31, 2021, 2020 and 2019
Consolidated Balance Sheets - December 31, 2021 and 2020

Consolidated Statements of Cash Flows - Years ended December 31, 2021, 2020 and 2019
Consolidated Statements of Shareholders’ Equity - Years ended December 31, 2021, 2020 and 2019

Notes to Consolidated Financial Statements

(2) All other schedules for which provision is made in Regulation S-X of the SEC are not required under the related
instructions or are inapplicable and, therefore, have been omitted.

(3} Exhibits incorporated by reference to or filed in conjunction with this form 10-K are listed below.

3 (i) Certificate of Incorporation - Incorporated by reference to the Form S-8 filed November 30, 2012
3 (i) Amended and restated Memorandum and Articles of Incorporation - Incorporated by reference to the Form 8-
K Report filed on May 1, 2017
4.1 Description of Eaton Corporation plc’s Securities registered pursuant to Section 12 of the Securities Exchange
Act of 1934 (incorporated by reference to Exhibit 4.1 of the registrant’s Form 10-K tiled on February 26,
2020)
12
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4.2

43

4.4

4.5

4.6

4.7

4.8

Indenture dated as of November 20, 2012, among Turlock Corporation. the guarantors named therein and The
Bank of New York Mellon Trust Company. N.A., as trustee {incorporated by reference to Exhibit 4.1 of Eaton
Corporation pic's Form 8-K Current Report filed on November 26. 2012 (Commission File No. 333-182303))

Supplemental Indenture No, 1, dated as of November 30, 2012, among Eaton Corporation, the guarantors
named therein and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated by reference
to Exhibit 4.2 of the registrant's Form S-4 filed on September 6, 2013}

Supplemental Indenture No. 2, dated as of January 8, 2013, among Eaton Corporation, the guarantors named
therein and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated by reference to
Exhibit 4.3 of the registrant's Form S-4 filed on September 6, 2013)

Supplemental Indenture No. 3, dated as ot December 20, 2013, among Eaton Corporation, the guarantors
named therein and The Bank of New York Mellon Trust Company. N.A.. as trustee (incorporated by reference
to Exhibit 4.4 of the registrant's Form 10-K filed on February 28, 2018)

Supplemental Indenture No. 4, dated as of December 20, 2017 and effective as of January 1. 2018, among
Eaton Corporation, the guarantors named therein and The Bank of New York Mellon Trust Company, N.A., as
trusice {incorporated by reference to Exhibit 4.5 of the registrant's Form 10-K filed on February 28, 2018)

Supplemental Indenture No. 5, dated as of February 16, 2018, among Eaton Corporation. the guarantors
named therein and The Bank of New York Mellon Trust Company. N.A., as trustee (incorporated by reference
to Exhibit 4.6 of the registrant's Form 10-K filed on February 28, 2018)

Pursuant to Regulation S-K Item 601(b){4}, Eaton agrees to furnish to the SEC, upon request, a copy of the
instruments defining the rights of holders of its long-term debt other than those set forth in Exhibits (4.2 - 4.7)
hereto

Material contracts

(a) Senior Executive Incentive Compensation Plan (effective February 27, 2013) - Incorporated by
reference to the Form 10-K Report for the year ended December 31, 2012

(b) Deferred Incentive Compensation Plan Il - incorporated by reference to the Form 10-K Report for
the year ended December 31. 2007

(<) First Amendment to Deferred Incentive Compensation Plan Il - Incorporated by reference to the
Form S-8 filed November 30, 2012

(d) Excess Benefits Plan 11 (2008 restatement) - [ncorporated by reference to the Form 10-K Report for
the year ended December 31, 2007

©) First Amendment to Excess Benefits Plan 11 (2008 restatement) - Incorporated by reference to the
Form 10-K Report for the vear ended December 31, 2012

f) Incentive Compensation Deferral Plan [1 - Incorporated by reference to the Form 10-K Report for
the year ended December 31, 2007

(g) First Amendment to Incentive Compensation Deferral Plan 11 - incorporated by reference (o the
Form S-8 filed November 30, 2012

(h) Limited Eaton Service Supplemental Retirement Income Plan 11 - [ncorporated by reference to the
Form 10-K Report for the year ended December 31, 2007

i) First Amendment to Limited Eaton Service Supplemental Retirement Income Plan [I - Incorporated
by reference to the Form 10-K Report for the ycar ended December 31. 2012

1} Supplementai Benefits Plan 11 (2008 restatement) - Incorporated by reference to the Form 10-K
Report for the year ended December 31, 2007

(k} First Amendment to Supplemental Benefits Plan 11 (2008 restatement) - Incorporated by reference
1o the Form 10-K Report for the year ended December 31, 2012

Q)] Form of Restricted Share Unit Agreement - Incorporated by reference to the Form 10-K Report for
the year ended December 31, 2015

(m) Form of Restricted Share Award Agreement - Incorporated by reference to the Form 10-K Report
for the year ended December 31, 2013

(n} Form of Restricted Share Agreement (Non-Employee Directors) - Incorporated by reference to the
Form 8-K Report filed February 1, 2010
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(o) Form of Directors' Restricted Share Unit Agreement - Incorporated by reference 1o the Form 10-K
report for the vear ended December 31, 2012

(p) Form of Stock Option Agreement for Executives - Incorporated by reference to the Form 10-K

: Report for the year ended December 31. 2015

()] Form of Stock Option Agreement for Non-Employee Directors (2008) - Incorporated by reference
to the Form 10-K Report for the year ended December 31, 2007

(r) Amended and Restated 2002 Stock Plan - Incorporated by reference to the Form S-8 filed
November 30, 2012

(s) Amended and Restated 2004 Stock Plan - Incorporated by reference to the Form $-§ filed
November 30, 2012

(t) Amended and Restated 2008 Stock Plan - Incorporated by reference to the Form S-8 filed
November 30, 2012

(u) Second Amended and Restated 2009 Stock Plan - Incorporated by reference to Form S-8 filed
November 30, 2012

) Amended and Restated 2012 Stock Plan - Incorporated by reference to the Form S-8 filed
November 30, 2012

(w) Amendment to Amended and Restated 2012 Stock Plan - Incorporated by reference to the Form
10-K Report for the yvear ended December 31, 2012

(x} First Amendment to 2005 Non-Employee Director Fee Deferral Plan - Incorporated by reference to
the Form S-8 filed November 30. 2012

(y} 2013 Non-Employee Director Fee Deferral Plan - Incorporated by reference to the Form 10-K
Report for the year ended December 31, 2012

(2) 2015 Siock Plan - Incorporated by reference 1o the Form $-8 filed on October 30, 2015

(aa) Form of Change of Control Agreement entered into with officers of Eaton Corporation -

Incorporated by reference to the Form 8-K Report filed on December 17, 2015

(bb) Form of Indemnification Agreement entercd into with directors - Incorporated by reference to the
Form 10-K Report for the year ended December 31, 2012

(ce) Form of Indemnification Agreement 11 entered into with directors - Incorporated by reference to the
Form 10-K Report for the year ended December 31, 2012

(dd) Amended and Restated Executive Strategic Incentive Plan (amended and restated February 27,
2013) - Incorporated by reference to the Form 10-K Report for the year ended December 31. 2012

(ee) Executive Strategic Incentive Plan II (effective January 1, 2001) - Incorporated by reference to the
Form 10-K Report for the year ended December 31, 2002

() Amended and Restated Supplemental Executive Strategic Incentive Pian (amended and restated
February 27, 2013) - Incorporated by reference to the Form 10-K Report for the year ended
December 31, 2012

(gg) Deferred Incentive Compensation Plan (amended and restated effective November 1, 2007) -
Incorporated by reference to the Form 10-K Report for the year ended December 31. 2009

(hh) Excess Benefits Plan (amended and restated effective January 1. 1989) - Incorporated by reference
to the Form 10-K Report for the year ended December 31, 2002

(ii) Amendment to Excess Benefits Plan I - Incorporated by reference to the Form 10-K Report for the
vear ended December 31. 2012

Qi) Supplemental Benefits Plan (amended and restated January 1. 1989) - Incorporated by reference to
the Form 10-K Report for the year ended December 31, 2002

(kk) Amendment 1o Supplemental Benefits Plan [ - Incorporated by reference to the Form 10-K Report
for the year ended December 31, 2012

iy Eaton Corporation Board of Directors Policy on Incentive Compensation, Stock Options and Other
Equity Grants upen the Restatement of Financial Results - Incorporated by reference to the Form
10-K Report for the year ended December 31. 2015
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Amended and Restated Grantor Trust Agreement for Non-Employee Direciors’ Deferred Fees
Plans - effective January 1, 2010 - Incorporated by reference to the Form 10-K Report for the year
ended December 31. 2010

Amended and Restated Grantor Trust Agreement for Employees’ Deferred Compensation Plans -
effective January 1, 2010 - [ncorporated by reference to the Form 10-K Report for the year ended
December 31, 2010

Eaton Savings Plan 2016 Restatement - Incorporated by reference to the Form 10-K Report for the
year ended December 31. 2015

First Amendment to Eaton Savings Plan - Incorporated by reference to the Formi 10-K Report for
the year ended December 31, 2016

Second Amendment to Eaton Savings Plan - Incorporated by reference to the Form 10-K Report
for the year ended December 31, 2016

Seventh Amendment to Eaton Savings Plan 2016 Restatement - Incorporated by reference to the
Form 10-K Report for the year ended December 31, 2020

Eaton Personal Investment Plan 2015 Restatement - Incorporated by reference to the Form 10-K
Report for the year ended December 31, 2015

First Amendment to Eaton Personal Investment Plan - Incorporated by reference to the Form 10-K
Report for the year ended December 31. 2016

Second Amendment to Eaton Personal Investment Plan - Incorporated by reference to the Form 10-
K Report for the year ended December 31, 2016

Performance Share Award Agreement - Incorporated by reference to the Form 10-K Report for the
vear ended December 31. 2015

Form of Indemnification Agreement entered into with officers of Eaton Corporation - Incorporated
by reference to the Form 10-K Report for the year ended December 31. 2015

Amendment to Limited Eaton Service Supplemental Retirement Income Plan I- Incorporated by
reference to the Form 10-K Report for the year ended December 31, 2015

Amendment to Eaton Corporation Excess Benefits Plan - Incerporated by reterence to the Form
10-K Report for the year ended December 31, 2016

Amendment to Eaton Corperation Supplemental Benefits Plan - Incorporated-by reference to the
Form 10-K Report for the year ended December 31, 2016

Second Amendment to Eaton Corporation Excess Benefits Plan 11 - Incorporated by reference to
the Form 10-K Report for the vear ended December 31, 2016

Second Amendment to Limited Eaton Service Supplemental Retirement Income Plan Il -
Incorporated by reference to the Form 10-K Report for the year ended December 31. 2016

Second Amendment to Eaton Corporation Supplemental Benefits Plan 11 - Incorporated by
reference to the Form 10-K Report for the year ended December 31, 2016

2016 RSU Grant Agreement - Incorporated by reference to the Form 10-K Report for the year
ended December 31, 2016

2016 Performance Share Grant Agreement - Incorporated by reference to the Form 10-K Report for
the year ended December 31. 2016

Special 2016 Pertormance Share Grant Agreement - Incorporated by reference to the Form 10-K
Report for the year ended December 31. 2016

Stock and Asset Purchase Agreement, dated January 21, 2020 - incorporated by reference to the
Form 8-K filed on January 27. 2020

2020 Stock Plan - Incorporated by reference to the Form S-8 filed on November 3, 2020

15
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21
22

23

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE
104

(iii)

dim

5-Year Revolving Credit Agreement. dated as of October 4. 2021, among Eaton Corporation ple.
Eaton Corporation. Eaton Capital Unlimited. the guarantors from time to time party thereto, the
several lenders from time to time parties thereto, Citibank, N.A., as Adminisirative Agent,
Citibank. N.A.. JPMorgan Chase Bank. N.A.. BofA Securities. Inc., BNP Paribas Securities Corp..
Deutsche Bank Securities Inc. and Morgan Stanley Senior Funding, Inc., as joint lead arrangers and
joint bookrunners, JPMorgan Chase Bank, N.A., as syndication agent and Bank of America, N.A,
BNP Paribas. Deutsche Bank AG New York Branch and Morgan Stanley Senior Funding. Inc.. as
documentation agents, incorporated by reference to Exhibit 99.1 to The Form 8-K filed by the
registrant on October 8. 202t.

364-Day Revolving Credit Agreement, dated as of October 4, 2021, among Eaton Corporation plc.
Eaton Corporation, Eaton Capital Unlimited, the guarantors from time to time party thereto, the
several lenders from time to time parties thereto. Citibank. N.A_, as Administrative Agent,
Citibank, N.A., JPMorgan Chase Bank. N.A., BofA Securitics, Inc., BNP Paribas Securities Corp.,
Deutsche Bank Securities Inc. and Margan Stanley Senior Funding. Inc.. as joint lead arrangers and
joint bookrunners, JPMorgan Chase Bank, N.A., as syndication agent and Bank of America, N.A.,
BNP Paribas, Deutsche Bank AG New York Branch and Morgan Stanley Senior Funding. Inc., as
documentation agents. incorporated by reference to Exhibit 99.2 to The Form 8-K liled by the
registrant on October §, 2021.

Code of Ethics - Incorporated by reference to the definitive Proxy Statement filed on March 14,
2008

Subsidiaries of Eaton Corporation ple - Filed in conjunction with this Form 10-K Report *

Table of Senior Notes, Issuer and Guarantors (incorporated by reference to the Form 10-K Report
filed on February 24, 2021)

Consent of Independent Registered Public Accounting Firm - Filed in conjunction with this Form
10-K Report *

Power of Attorney - Filed in conjunction with this Form 10-K Report *

Certification of Principal Executive Officer (Pursuant to the Sarbanes-Oxley Act 02002, Section
302) - Filed in conjunction with this Form 10-K Report *

Certification of Principal Financial Officer (Pursuvant to the Sarbanes-Oxley Act of 2002, Section
302) - Filed in conjunction with this Form 10-K Report *

Certification of Principal Executive Ofificer {Pursuant to the Sarbanes-Oxley Act of' 2002,
Section 906) - Filed in conjunction with this Form 10-K Report *

Certification of Principal Financial Officer (Pursuant to the Sarbanﬁs-Ox[cy Act of 2002,
Section 906} - Filed in conjunction with this Form 10-K Report *

XBRL Instance Decument - the instance document does not appear in the Interactive Data
File because its XBRL tags are cmbedded within the Inline XBRL document. *

XBRL Taxonomy Extension Schema Document *

XBRL Taxonomy Extension Calculation Linkbase Document *
XBRL Taxonomy Extension Definition Linkbase Document *
XBRL Taxonomy Extension Label Linkbase Document *
XBRL Taxonomy Extension Presentation Linkbase Document *

Cover Page Interactive Data File (formatted as inline XBRL and contained in Exhibit 101)

*  Submitied clectronically herewith.

Attached as Exhibit 101 to this report are the following formatted in XBRL {Extensible Business Reporting Language): (i)
Consolidated Statements of Income for the years ended December 31, 2021, 2020 and 2019, (ii) Consolidated Statements of
Comprehensive Income for the vears ended December 31. 2021. 2020 and 2019 (iii) Consolidated Balance Shects at
December 31, 2021 and 2020, (iv) Consolidated Statements of Cash Flows for the vears ended December 31. 2021, 2020 and
2019. {v) Consolidated Statements of Shareholders' Equity for the years ended December 31, 2021. 2020 and 2019 and (vi)
Notes to Consolidated Financial Statements for the year ended December 31, 2021.

Item 16. Form 10-K Summary.
Not applicable.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.

EATON CORPORATION plc
Registrant

Date: February 23, 2022 By: /s/ Thomas B. Okray
Thomas B. Okray
{On behalf of the registrant and as Principal Financial Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the date indicated.

Date: February 23, 2022

Signature Title
/s/ Craig Arnold /s/ Thomas B. Okray
Craig Arnold Chairman, Principal Exccutive Thomas B. Okray Principal Financial Officer

Officer; Director

*

/s/ Daniel Hopgood

Daniel Hopgood Principal Accounting Officer Christopher M. Connor Director
* *
Olivier Leonetti Director Deborah L. McCoy Director
* *
Silvio Napoli Director Gregory R. Page Director
* L]
Sandra Pianalto Director Robert V. Pragada Director
¥ *
Lori J. Ryerkerk Director Gerald B. Smith Director
* *
Dorothy C. Thompsen Director Darryl L. Wilson Dircctor

*By /s/ Thomas B. Okray

Thomas B. Okray, Attorney-in-Fact for the officers
and directors signing in the capacitics indicated
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Sharcholders and the Board of Directors of Eaten Corporation ple
Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Eaton Corporation ple (“the Company ™) as of December 31,
2021 and 2020, the related consolidated statements of income. comprehensive income. shareholders™ equity and cash flows for
cach of the three years in the period ended December 31, 2021, and the related notes (collectively referred to as the
“consolidated financial statements™). In our opinion, the conselidated financial statements present fairly. in all material respects,
the financial position of the Company at December 31, 2021 and 2020, and the results of its operations and its cash flows for
each of the three vears in the period ended December 31, 2021, in conformity with U.S. gencrally accepted accounting
principles.

We also have audited. in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Company's internal control over financial reporting as of December 31. 2021. based on criteria established in
[nternal Control-Intcgrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission
{2013 framework} and our report dated February 23, 2022 expressed an unqualified opinion thercon.

Basis for Opinion

These linancial statements are the responsibility of the Company's management. Qur responsibility is to express an opinion on
the Company’s financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal sccurities laws and the applicable
rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to oblain reasonable assurance about whether the financial statements arc free of material misstatement, whether due to
crror or fraud. Qur audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to crror or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis. evidence regarding the amounts and disclosures in the financial statements. Qur audits also included
evaluating the accounting principles used and significant estimates made by management. as well as cvaluating the averall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matiers communicated below are matters arising [rom the current period audit of the consolidated financial
statements that were communicated or required to be communicated to the audit committee and that: (1) relate Lo accounts or
disclosures that are material to the consolidated financial statements and (2) involved our especially challenging. subjective or
complex judgments. The communication of critical audit matiers does not alter in any way our opinion on the consolidated
financial stalements, 1aken as a whole, and we are net, by communicating the critical audit matiers below. providing separate
opinions on the critical audit matters or on the accounts or disclosures to which they relate.
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Description of the Matier

How e Addressed the Matter in
COur Audit

Unrecognized Income Tax Benefits

As discussed in Note 11 to the consolidated financial statements, the Company had
gross unrecognized income tax benefits of $1.120 million related to its uncertain 1ax
positions at December 31, 2021. Unrecognized income tax benefits are recorded under
the two-step recognition and measurement principles when a tax position does not meet
the more likely than not standard. or if a tax position meets the more likely than not
standard, but the financial statcment tax benefit is reduced as part of the measurement
step.

The balance of unrecognized income tax benefits is comprised of uncertain tax positions
which meet the more likely than not standard, but the financial statement tax benefit has
been reduced as part of measuring the tax position.

Auditing management’s analysis of its uncertain tax positions and resulting
unrecognized income tax benefits is complex as each tax position carries unique facts
and circumstances that must be evaluated and ultimate resolution is dependent on
uncontrollable factors such as the timing of finalizing resolutions of audit disputes
through reaching settlement agreements or concluding litigation. or changes in taw, and
other factors.

We obtained an understanding, evaluated the design and tested the operating
effectiveness of management’s controls related to uncertain tax positions. For example,
we tested controls over management's application of the two-step recognition and
measurement principles and management’s review of the inputs and resultant
calcutations of unrecognized income tax benefits, as well as the identification of
uncertain tax positions.

We also evaluated the Company’s assessment of its uncertain tax positions. Our audit
procedures included evaluating management’s accounting policies and documentation to
assess the appropriateness and consistency of the methods and assumptions used to
develop its uncertain tax positions and related unrecognized income tax benefit amounts
by jurisdiction. We also tested the completeness and accuracy of the underlying data
used by the Company. For example, we compared the unrecognized income tax benefits
recorded with similar positions in prior periods and assessed management’s
consideration of current tax controversy and litigation and trends in similar positions
challenged by tax authorities. We also assessed the historical accuracy of management’s
estimates of its unrecognized income tax benefits with the resolution of those positions.

- In addition, we involved tax subject matter professionals to evaluate the application of

relevant tax laws in the Company’s recognition determination. We have also evaluated
the Company s income tax disclosures in relation to these matters.
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Valuation of Customer Relationships Intangible Asset in the Acquisition of Tripp Lite

Description of the Matter As discussed in Note 2 to the consolidated financial statements, during March 2021, the
Company completed the acquisition of Tripp Lite for a total purchase price of
approximately $1.65 billion, net of cash received. The acquisition was accounted for
using the acquisition method of accounting. The consideration paid in the acquisition
must be allocated to the acquired assets and liabilities assumed generally based on their
fair value with the excess of the purchase price over those fair values allocated to
goodwill. The estimates of the fair value of intangible assets were recorded in 2021
based upon third-party valuations. which resulted in the recognition of intangible assets
totaling approximately $604 million. of which approximately $539 million related to
customer relationships.

Auditing the Company’s accounting for its acquisition of Tripp Lite was complex
because the customer relationships intangible asset recognized was material to the
consolidated financial statements and the estimate of fair value involved subjectivity.
The subjectivity was primarily due to the sensitivity of the fair value to underlying
assumptions about the future performance of the acquired business. The Company used
a discounted cash flow mode! 10 measure the customer relationships intangible asset.
The significant assumptions used to estimate the fair value of the customer relationships
intangible asset included the discount rate and certain assumptions that form the basis of
the forecasted results (c.g.. revenue growth rates and future EBITDA margins). These
signiticant assumptions are forward looking and could be affected by future economic
and market conditions.

How We Addressed the Marter in We obtained an understanding. evaluated the design. and tested the operating

Qur Audit effectiveness of the Company’s controls over its accounting for the acquisition of Tripp
Lite, including recognition and measurement of the intangible assets acquired. For
example, we tested controls over the recognition and measurement of the customer
relationships intangible asset. including management’s review of the methods and
significant assumptions used to develop the fair value estimate.

To test the estimated fair value of the customer relationships intangible asset, we
pertermed audit procedures that included, among others. evaluating the Company’s
selection of the valuation methodology. evaluating the methods and significant
assumptions used by the Company's valuation specialist. and evaluating the

- ©©  completencss and accuracy of the underlying data supporting the significant
assumptions and estimates. For example, when evaluating the assumptions rclated to the
revenue growth rates and future EBITDA margins, we compared the assumptions to the
past performance of Tripp Lite and expected industry trends and considered whether
they were consistent with evidence obtained in other arcas of the audit. We also
performed sensitivity analyses to evaluate the changes in the fair valuc of the customer
relationships intangible asset that would result from changes in the significant
assumptions. We involved our EY valuation specialists to assist with our evaluation of
the methodology used by the Company and certain significant assumptions included in
the fair value estimate.

/s/ Ernst & Young LLP

We have served as the Company’s auditor since 1923.

Cleveland, Ohio
February 23. 2022
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MANAGEMENT'S REPORT ON FINANCIAL STATEMENTS

We have prepared the accompanving consolidated financial statements and related information of Eaton Corporation plc
("Eaton") included herein for the three years ended December 31, 2021. The primary responsibility for the integrity of the
financial information included in this annual report rests with management. The financial information included in this annual
report has been prepared in accordance with accounting principles generally accepted in the United States based on our best
estimates and judgments and giving due consideration to materiality. The opinion of Ernst & Young LLP. Eaton's independent
registered public accounting firm. on those consolidated financial statements is included herein.

Eaton has high standards of cthical business practices supported by the Eaton Code of Ethics and corporate policies. Careful
atlention is given 1o selecting. training and developing personnel. to ensure that management's objectives of establishing and
maintaining adequale internal controls and unbiased. uniform reporting standards are attained. Our policies and procedures
provide reasonable assurance that operations are conducted in conformity with applicable laws and with the Company's
commitment to a high standard of business conduct.

The Board of Directors pursues its responsibility for the quality of Eaton's financial reporting primarily through its Audit
Commitice. which is composed of six independent directors. The Audit Committee meets regularly with management, the
internal auditors and the independent registered public accounting firm to ensure that they are meeting their responsibilities and
to discuss matters concerning accounting, internal control, audits and financial reporting. The internal auditors and independent
registered public accounting firm have full and free access to senior management and the Audit Committec.

/s/ Craig Arnold /s/ Thomas B. Okray /s/ Danicel Hopgood
Principal Executive Officer Principal Financial Officer Principal Accounting Officer

February 23, 2022
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and the Board of Directors of Eaton Corporation plc
Opinion on Internal Countrol Over Financial Reporting

We have audited Eaton Corporation ple’s (“the Company™} internal control over financial reporting as of December 31, 2021.
based on criteria established in Internal Control-Integrated Framework issued by the Commitiee of Sponsoring Organizations of
the Treadway Commission (2013 framewark) (the COSO criteria). In our opinion. the Company maintained, in all material
respects, effective internal control over financial reporting as of December 31, 2021, based on the COSO criteria.

As indicated in the accompanving Management’s Report on Internal Control over Financial Reporting, management’s
assessment of and conclusion on the effectiveness of internal control over financial reperting did not include the internal
controls of the entities that were acquired during 2021 (as described in Note 2), which are included in the 2021 consolidated
financial statements of thc Company and constituted approximately 12% of total assets (inclusive of acquired intangible assets)
as of December 31, 2021 and approximately 5% of net sales for the year then ended. Our audit of internal control over financiai
reporting of the Company also did not include an evaluation of the internal contral over financial reporting of the entities that
were acquired during 2021.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board {United States)
(PCAOB), the consolidated balance sheets of the Company as of December 31, 2021 and 2020, the related consolidated
statements of income. comprchensive income. shareholders’ equity and cash flows for each of the threc years in the period
ended December 31, 2021, and the related notes and our report dated February 23, 2022 expressed an unqualified opinion
thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal contro! over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting included in the accompanying Management’s Report
on Internal Control Over Financial Reporting. Our responsibility is to express an opinion ¢n the Company’s internal control
over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be
independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Sccuritics and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects. . . . - - N

Our audit included obtaining an understanding of internal control over financial reporting. assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and
pertorming such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
rcasonabie basis for our opinion.

Definition and Limitations of Internal Control Over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company: (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition. use. or
disposition of the company s assets that could have a material effect on the financial statements.

Because of its inherent limitations. internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of eftectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s Ernst & Young LLP

Cleveland, Ohio -
February 23, 2022
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The management of Eaton Corporation ple ("Eaton") is responsible for establishing and maintaining adequate internal
control over financial reporting (as defined in Exchange Act rules 13a-15(f}).

Under the supervision and with the participation of Eaton's management. including our principal executive officer and
principal financial officer, we conducted an evaluation of the effectivencss of the Company's internal control over financial
reporting as of December 31. 2021. Qur evaluation of internal control over financial reporting did not include the internal
controls of the entities that were acquired during 2021 (as described in Note 2). which are included in the 2021 consolidated
financial statements and constituted approximately 12% of total assets (inclusive of acquired intangible assets) as of
December 31, 2021 and approximately 5% of net sales for the year then ended. In conducting this evaluation, we used the
framework set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control -
Integrated Framework (2013 Framework). Based on this evaluation under the framework referred te above, management
concluded that the Company's internal control over financial reporting was effective as of December 31, 2021.

‘The independent registered public accounting firm Emst & Young LLP has issued an audit report on the effectiveness of the

Company's internal control over financial reporting as of December 31, 2021. This report is included herein.

/s/ Craig Arnold /s/ Thomas B. Okray /s/ Daniel Hopgood
Principal Exccutive Officer Principal Financial Officer Principal Accounting Officer

February 23, 2022

23

16.06.2022 kl 14:34 Brgnngysundregistrene Side 38 av 122



Brgnngysundregistrene Arsregnskap regnskapsaret 2021 for 983748384

EATON CORPORATION plc
CONSOLIDATED STATEMENTS OF INCOME

Year ended December 31

(In milliogs except for per §har= daa)

2021

2020

2019

.Net sales

$ 19628 § 17,858 $1:211390]

13

by

Cost of products sold ; 13,293 12,408 14,338
Selling and administrative expense - o " 3256 3,075, § alsent
Rescarch and_devclopmcnt cxpense : . 616 5351 606
[ntereslexp'en;se-net R ) o o o 144 149_‘ I:?%E,
Gain on sale of businesses 617 221 —
‘Other expense -net o S a0 150 AR YEY
Income before income taxes 2,896 1,746 2,591
'incorn.é tax expen;;f; I T o B 7750 33{ ?:’:: H%g
Net income 2,146 1.415 2213
‘Less net income for noncontrolling interests @ _ 56
Net income attributable to Eaton ordinary shareholders § 2144 § 1410 § 2211
T T T L R
Net income per share attributable to Eaton ordinary shareholders
Diluted ) - T s s s 149
Basic - . - - —— ——— . 538 351
S ‘ e o e PR, - t
Weighted-average number of ordinary shares outstanding
Diluted ' B T 4016 4040 14208}
Basic 398.7 402.2 419.0
e T R 88 PR
Cash dividends declared per ordinary share $ 304 % 292 % 2.84

The accompanying notes are-an integral part of the consolidated financial statements.
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EATON CORPORATION plc
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31

(]n rn_llllnns) e 2021 2020 2019
|Net income o % 246§ _l,4l5_7:"$:g f{ilgﬂlﬂ

Less net 1nc0mc for noncor_nro_l!gqg mterests ] ) N (2) (5) (2)
Net income attributable to Eaton ordinary sharebolders o 2,144 1410 {12211
‘Other comprehensive income (loss), net ofia’x‘_-_i ) ___ o iv i i . ) ' ] —}_ -}-:
Curren(_:) l{anslatlpn glnd Vrela)tedihefig!ng |nsqumpn1$ o o 30 ) 20!
Pensions and other postretirement benefits o o o S 495 ‘(7;)'_ .'L ‘ Ql}(_))
Cash flow hedges ) o o L N o _ 37 (33) 30
 Other comprehensive income (lass) attributable to Eaton . vd g‘i; &k )
. _ ordinary shareholders -~ . 562 95 "4 (145)
!Totalcomprehenswe mcome attnbutable to Eaton ordmary sharehotders — _isf‘ ’ 2,706 s_ ' 1;505' ’ [ 1;'210("5_6—1'
The accompanying notes are an integral pan of the consolidated financial statements.
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EATON CORPORATION plc
CONSOLIDATED BALANCE SHEETS

(In millions)

Assets
Current assets
- Cash

Shari-term investments
i Accounts rgce{vqi}le - nétA
Inventory v '
Assets heid for sale
Prepaid cxpenses and other current assets
Tolal mm-em assels

Property, plant and equipment
_ Land and buildings
Machmcry zmd equtpmcm

Gross propcrty. plant and ‘e}]uiﬁniem
Accumulaied deprecnanon

Net property. planl and equlpment

Other noncurrent assets
‘Goodwill
Other intangible assets
Opemlmg lease assets
Deferred income taxes
Other assets
Total assets

Liabilities and -sh;_r.eﬁolae?rs' el.]l!it)" N
Current liabitities ’ i
Short-lerrr'l He—l;t“

Current portion oflong lcrm dcbl
a Accoums pziyable
" Accrued- compcnsallon

Liabilities held for sale
Other current liabilities
Total curnenl ha.blhues )

Noncurmm Ilabllltles
Long-tenn dcb!

Other postreun-eEe_m Eeﬁéﬁts iihmfﬁeg_ . o )
Operatmg lease llabllltlcs

Deferred income taxes

Other noncurrent liabilities

Total noncurrent Imbt]mes

Shareholders’ equity

Ordinary shares (398.8 million outstanding in 2021 and 3981 millien in 2020)

Capltal in excess of'par % alue

Relamed eammgs -
Accumulated other comprehensnve loss
Sharesheldmtrust - ST

Total Eaton shareho]ders equnv
Noncontrollmg :nterests B

Total cqunty

Total Ilabllmes and. equnty

i

December 31

2021

2020

R RN

) s 297 (8 {71 1438
L 2227 7L,
5,591 5,404
T 7818 - 175884
4.754) (4,624}
L 3060 1 2964
S N | N I VX715
5.855 4,175
T T e
392 426
. o 20127 3 TS0
5 34027 S 31,824
A BT B Y
- o § 13,87
1.735 1.047
oL 2797 1 LE98T
501 351
JEE R SR 111
2.166 2,027
o 7,212 © 1., .:5,881}
L 6831 1 1 7000
872 1,588
R NS 53 ‘.3.3,0]
337

S T 559 T ’”‘_’27_]
1,502 1,439
o 10,364+ 1%°10,9704
) B N a0 L N
12.449 12,329

tooToom T e 7,594 L ITUET
(3.633) @ 1953
o i ’ (TR
16413 14,930
- S | IR I kB
T T T 16,451 14,973
e e $ 34027..% 1N 3ESMY

The accompanying notes are an integral part of the consohdaled ﬁnanc:al statements.
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EATON CORPORATION pte
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended December 31

(In mllimns) 2021 2020 2019
Operating activities 7 ST omom o mrem ) ooyt
Net income $ 2146 $ 1415 § 2,213
"Adjustments to reconcile to nef cash provided by operating activities PE R LYY
Deprecmtion a.nd amortization . 922 811 884
Deferred income taxes T T U7 Tttt O R R el L))
Pension and other postretirement benefits expense 53 210 157
" Contributions to pension plans o T (313) ). CTENES
Contributions to other postrenremem bcnems plans (20} (23) {15
Loss (gain} on safe of businesses D o I ([ on i} Vest
Changes in working capita
Accouns}_ecavable net ] o A o __; o __- _._- i Qny’ 2i9 ?:l}ﬁ—g}
lmemow (629) 371 (60}
! Accountspayable T o T om0 <P 96 13 ji47]
Accrued compensation 154 (63) (23}
" Acerued incomé md oiber taes T T T T T T TUUTTo Tt Gt sy I TS 1)
Other current assets (116) (67)
Other curven Babiliies ~~~ T T TIToo e ges o pgge e "1(21)
Other - net 22 195
“Net cash provided by operating activities  ° 2.163 2944 Jil! 3;4511
Tuvesting activites ~ T " T Tt TR
Capltalexpendnu:es forpropert) plant andequnpmem (575) (389) (587)
,Cash paid for acquisitions of busm@ss?s ﬁei of cash acﬁuu'ed o _ T o ‘ ;(4:500)? ' (ZOQ)_ ~J3 ‘(III'S"Q.) )
Proceeds from (payments for) sales OfbuSmeSSCS . net of cash sold 3128 1.408 (36}
Investments in associate companies o o T oy ey ESiOn
Sales (purchases) of short-term investments - net. 379 “4n (70)
Proceeds from (payments for) selﬂemenz of currency exchange contracts not designatedas o % ’r: :l?}r g
' hedges-nett . 7 oo S o ) 27 ©94 s Rbe 04
Other - net (46) (56) (36)
o Netcash h provided by (used in) investing activntles N ‘_:_—__-,__‘ w_w_ ... {1,764) 3974, .. 13 (11866)
'Finaneingactivites. .~ T T T oo Tom T mmTmmE ot ot TR
Proceeds from borrowings 1,798 — 1,232
Paymentson borowings T 77T IS iy ey T
Short-term debt, net 20 (254) (159)
Cashdividendspaid T T T T ITTUTTIOTTUUIT T aae s TG
Exercise of employee stock options 63 71 66
Repurokase ofshawgs T TTTITTT oo e CaB T eds T e
Emplovee taxes paid from shares w ithheld (47) (37) (46)
Other-net ~ 77 L T L asy ©® A 1o
Net cash used in financing activities i (535) (3.258) (1,494)
LT T T s e T T C . L Adiliged
Effect of currency on cash S (5) (15) @
Total increase (decrease) incash T T Tt T gy T 68 18..1787)
Cash at the begmmng of the period 438 370
‘Cashattheendof thepediod =~~~ 7 " 7 T s 297 % 438 §. 47, 13701

The accompanying notes are an integral part of the consolidated financial statements.
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EATON CORPORATION plc
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

; Capital Accumulated
M in excess other Shares  Total Eaton
of par Retained comprehensive  heldin  shareholders' Noncontrolling Total
(In millions} L Shares  Dollars value eamings loss trust equity interests equity
_Balance at January 1,2019 4236 § 4 $12000 § 8161 5 (4UH 5 () S 16107 § ¢ 3518i6,142%
Net income - — —_ 2,211 —_ — 2,211
Other comprehensive loss, metpftax o (145) 4y TRy
Cash divtden(b paid_ R = — - (I._ZOI) o -~ }I‘,m“ (3) (l 204}
Issuance of shares under equity-based T '[ ; P.:
compensation plans o — Mo o o P - ne D1 iy §110;
Acqmsmons of busnnesses ) = — — = = — — :5 55
' Acquisition ofnoncunu‘ollmg interest -T, t& |
obtained through tender offer —_ - —_ _ -— - —_ ’ (33) o 1(33)
Business divestiture -— — -— _— — — - (4) (4)
‘Changes in fonconfrolling inferestof =~ T T T TTTTTTTTTT Tttt T ot mm T e I S B SN
consolidated subsidiaries-net =~~~ 00— = — et - . - - -— Loyt i (l)
Repurchase ofshares (12.5) — — (1,000) — — {1,000) — (1,000)
Balance s December 31,2019 4133 4 12200 170 (4290 (@) 16,082 ' s1), 6133
Neti income — —_ _ 1,410 — —_ 1,410 5 1415
- - - T ot ot o - FRORRIR 1 S B
Olhcrcompr:henswe |ncome Jnetof oy ,h . SL]
pax o - . . . 95 95 A 82T
Cash dl\ild&l‘lds pmd — — — (1,175} — — (1,173) ) (l,l84)
1Issuance of shares under equuy based - : 4 j’ E} ; —711
i compensatien plans s e 128 Gy .= 126 e LA 1 V3
Changes in noncontrolling mletest of
consolidated subsidiarics - net = - - — ) - —_ - (4) 4)
Repurchase nt‘sharcs . (17.1) —_ — (1.608) . — . (1,608) ; ‘-Lﬂrwméb'ﬁ
Balance at December 31, 2020 398.1 4 12,329 6,794 (4.195) {2) 14,930 43 14973
Net income e XL N X7 S LA 72
etincome LT T LTI L L T T s L2, 51400
Other comprehensive income, net of
tax i » - 562 562 562
- . ,Cash dividends paid _ - e s = 219y e — (l I9) T :“' ﬁa.)i :_6‘t o
Issuance of shares under equltv based
compensation plans ,ILG.,- = \_120 . /_(3_]_ o - 1 1]8 o — l18
C hanges in noncomrollmg interest of v 1
consolidated subsidiaries - net — = - - e = i (ﬁ)lgl (6)
churchase of shares o i (0.9) — — (122) — — €122) — (122)
. Balance at Decembcr!l 2021 3988 § 4 312449 § 7594 § 3633) 5§ () § 16413 § i 38.816451 1

The accompanying notes are an integrat part of the consolidated financial statements.
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EATON CORPORATION plc
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Amounts are in millions unless indicated otherwise (per share data assume dilution).

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General Information and Basis of Presentation

Eaton Corporation plc {Eaton or the Company) is an intelligent power management company dedicated to improving the
quality of life and protecting the environment for people everywhere. We are guided by our commitment to do business right, to
operate sustainably and to help our customers manage power — today and well into the future. By capitalizing on the global
growth trends of clectrification and digitalization, we're accelerating the planet's transition to renewable energy, helping to solve
the world's most urgent power management challenges, and doing what's best for our stakeholders and all of socicty.

Founded in 1911, Eaten has been listed on the New York Stock Exchange for nearly a century. We reported revenues of
$19.6 billion in 2021 and serve customers in more than 170 countries.

The consolidated financial statements of the Company have been prepared in accordance with generally accepted accounting
principles in the United States. Preparation of the consolidated financial statements requires management to make estimates and
assumptions that affect amounts reported in the consolidated financial statcments and notes. Actual results could differ from
these estimates. Management has evaluated subsequent events through the date the consolidated financial statements were filed
with the Securities Exchange Commission.

The consolidated financial statements include the accounts of Eaton and all subsidiaries and other entities it controls.
Intercompany transactions and balances have been eliminated. The equity method of accounting is used for invesiments in
associate companies where the Company has significant influence and generally a 20% to 50% ownership interest. Equity
investments are evaluated for impairment whenever events or circumstances indicate the book value of the investment exceeds
fair value, An impairment would exist if there is an other-than-temporary decline in value. Investments in associale companies
included in Other assets were $777 million and $680 million as of December 31, 2021 and December 31, 2020, respectively,
and income from these investments is reported in Other expense - net. Eaton does not have off-balance sheel arrangements with
unconsolidated entities.

Eaton's reporting currency is United States Dollars (USD). The functional currency for most subsidiaries is their local
currency. Financial statements for these subsidiaries are translated at year-end exchange rates as to assets and liabilities and
weighted-average exchange rates as to revenues and expenses. The resulting translation adjustments are recognized in

_ Accumulated other comprehensive loss. . : ’

Certain prior year amounts have been reclassified to conform to the current year presentation.
Adoption of New Accounting Standard

Eaton adopted Accounting Standards Update 2021-08, Busincss Combinations (Topic 805): Accounting for Contract Assets
and Contract Liabilities from Contracts with Customers. in the fourth quarter of 2021, This standard requires unbiiled
reccivables (revenue recognized exceeds amount billed to customer) and deferred revenue liabilities (advanced payments and
billings in excess of revenue recognized) from contracts with customers acquired as part of an acquisition of a business to be
recognized and measured using revenue recognition accounting guidance, rather than at fair value. The adoption of the standard
was applied to businesses acquired during 2021 and did not have a material impact on the consolidated financial statements.

LIBOR Transition

[n July 2017, the United Kingdom’s Financial Conduct Authority, which regulates the London Interbank Offered Rate
(LIBOR), announced it intends to phase out LIBOR. The final publication of rates for certain USD LIBOR tenors is expected 10
be on June 30, 2023. Various partics. including government agencies. are seeking to identify alternative rates to replace LIBOR.
The Company has established a cross-functional project team to evaluate the potential impacts of alternative rates as
replacements to LIBOR in the Company’s contracts, which primarily include revolving credit facilities. {ixed-to-floating
interest rate swaps, and forward starting floating-to-fixed interest rate swaps. As of December 31, 2021, the Company’s
$500 million 364-day revolving credit facility that will expire on October 3, 2022 and $2,000 million five-vear revolving credit
facility that will expire on October 4, 2026 both include a transition process trom LIBOR to an alternative rate. The Company’s
interest rate swaps are expected 10 settle prior 10 June 30, 2023. The Company continues to evaluate the poiential impacts of the
transition from LIBOR to alternative rates in its contracts and the transition is not cxpected to have a material impact on the
consolidated financial statements.
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Goodwill and Indefinite Life [ntangible Assets

Goodwill is evaluated annually for impairment as of July | using either a quantitative or qualitative analysis. Additionally,
goodwill is evaluated for impairment whenever an event occurs or circumstances change that would indicate that it is more
likely than not that the fair value of a reporting unit is less than its carrying amount, Goodwill is tested for impairment at the
reporting unit level, and is based on the net assets for each reporting unit. including goodwill and intangible asscts. The
Company's reporting units are equivalent to the reportable operating segments. except for the Aerospace segment which has
uwvo reporting units. Goodwill is assigned to each reporting unit, as this represents the lowest level that constitules a business
and is the level at which management regularly reviews the operating resulls. The Company performs a quantitative analysis
using a discounted cash flow model and other valuation techniques, but may elect to perform a qualitative analysis.

The annual goodwiil impairment test was performed using a qualitative analysis in 2021 and 2020, except for the eMobility
reporting unit which used a quantitative analysis. A qualitative analysis is performed by assessing certain trends and factors,
including projected market outlook and growth rates, forecasted and actual sales and operating profit margins, discount rates,
industry data. and other relevant qualitative factors. These trends and factors are compared to. and based on. the assumptions
used in the most recent quantitative analysis performed for each reporting unit. The results of the qualitative analyses did not
indicate a need to perform quantitative analysis.

Goodwill impairment testing was also performed using quantitative analyses in 2020 for the Electrical Americas, Electrical
Global, Hydraulics and Aerospace reporting units due to a reorganization of the Company’s businesses and in 2020 as a result
of the Hydraulics business being classified as held for sale as discussed in Note 2. The Company uscd the relative fair value
method to reallocate goodwill.

Quantitative analyses were performed by estimating the fair value for each reporting unit using a discounted cash flow
model. The model includes estimates of future cash flows, future growth rates, terminal value amounts, and the applicable
weighted-average cost of capital used to discount those estimated cash flows. The future cash flows were based on the
Company’s long-term operating plan and a terminal value was used to estimate the reporting unit's cash flows beyond the period
covered by the operating plan. The weighted-average cost of capital is an estimate of the overall after-tax rate of return required
by equity and debt market holders of a business enterprise. These analyses require the exercise of judgments, including
Jjudgments about appropriate discount rates, perpetual growth rates, revenue growth, and margin assumptions. Sensitivity
analvses were performed around certain of thesc assumptions in order to assess the reasonableness of the assumptions and the
resulting estimated fair values.

Based on these analyses performed in 2021 and 2020, the fair value of Eaton's reporting units continue to substantially
exceed their respective carrying amounts and thus, no impairment exists.

Indefinite life intangible assets consist of certain trademarks. They-are evaluated annually for impairment’as of July 1 using
cither a quantitative or qualitative analysis to determine whether their fair values exceed their respective carrving amounts.
Indefinite life intangible asset impairment testing for 2021 and 2020 was performed using a quantitative analysis. The Company
determines the fair value of these assets using a rovalty relief methodology similar to that employed when the associated assets
were acquired, but using updated estimates of future sales, cash flows, and profitability. Additionally, indefinite life intangible
assets are evaluated for impairment whenever an event occurs or circumstances change that would indicate that it is maore likely
than not that the asset is impaired. For 2021 and 2020. the fair value of indefinite lived intangible assets exceeded the respective
carrving value.

For additional information about goodwill and other intangible assets, see Note 6.
Leases

The Company determines if an arrangement is a lease at inception. Operating lease assets and liabilities are recognized at the
commencement date of the lease based on the present value of lease pavments over the lease term. Lease assets represent the
Company’s right to use an underlying asset for the lease term and lease liabilities represent the Company’s obligation to make
lease payments arising from the lease. As most leases do not provide an implicit interest rate. Eaton uses its incremental
borrowing rate based on the information available at the lease commencement dale in determining the present value of {case
payments. The length of a lease term includes options to extend or terminate the lease when it is reasonably certain that the
Company will exercise those options. The Company made an accounting policy election to not recognize lease assets or
liabilities for leases with a term of 12 months or less. Additionally. when accounting for leases, the Company combines
payments for leased assets, related services and other components of a lease. '
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Other Long-Lived Assets

Depreciation and amortization for property, plant and equipment, and intangible assets subject to amortization, are generally
computed by the straight-line method and included in Cost of products sold, Selling and administrative expense, and Research
and development expense, as appropriate. The Company uses the following depreciation and amortization perieds:

Category Estimated usefu] life or amortization period
Buildings - o o L Generally 40 yéars.» {17 | F{4l
Machinery and equipment 3 - 10 ycars

. bubiaits g Sl T - e yd e
Software _ o sesyen (LT
Customer relationships, certain trademarks, and patents and technology Weighted-average of 18 vears

Other long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate the carrying
amount may not be recoverable. Upon indications of impairment, assets and liabilities are grouped at the lowest level for which
identifiable cash flows are largely independent of the cash flows of other assets and liabilities. The asset group would be
considered impaired when the estimated future net undiscounted cash flows generated by the asset group are less than its
carrying value. Determining asset groups and underiying cash flows requires the use of significant judgment.

Retirement Benefits Plans

For the principal pension plans in the United States, Canada, Puerto Rico, and the United Kingdom, the Company uscs a
market-related value of plan assets 1o calculate the expected return on assets used to determine nel periodic benefit costs. The
market-related value of plan assets is a calculated value that recognizes changes in the fair value of plan assets over a five year
period. All other plans use tair value of plan assets.

Net actuarial gains or losses are amortized to expense on a plan-by-plan basis when they exceed the accounting corridor.
The Company's corridors are set al either 8% or 10%, depending on the plan. of the greater of the plan assets or benefit
obligations. Gains or losses outside of the corridor are subject to amortization over an average employce future service period
that differs by plan. If most or all of the plan’s participants are no longer actively accruing benefits, the average life expectancy
is used. The amortization periods on a weighted average basis for United States and Non-United States pension plans are
approximately 23 vears and 10 years, respectively. The amortization period for other postretirement benetits plans is 7 years.

Asset Retirement Obligations

A conditional asset retirement obligation is recognized at fair value when incurred if the fair value of the liabikity can be
reasonably estimated. Uncertainty about the timing or method of settlement of a conditional asset retirement obligation. would -
be considered in the measurement of the liability when sufficient information exists. Eaton believes that for substantially all of
its asset retirement obligations, there is an indeterminate settlement date because the range of time over which the Company
may seitle the obligation is unknown or cannot be cstimated. A liability for these obligations will be recognized when sufficient
information is available to estimate fair value.

Income Taxes

Deferred income tax assets and liabilities are determined based on the difference between the financial stalement and tax
basis of the respective assets and liabilitics. using enacted tax rates in effect for the year when the differences are expected to
reverse. Deferred income tax assets are recognized for income tax loss carryforwards and income tax credit carry forwards.
Judgment is required in determining and evaluating income tax provisions and valuation allowances for deferred income tax
assets. Eaton recognizes an income tax benefit from an uncertain tax position only if it is more likely than not that the tax
positien will be sustained on examination by taxing authorities, based on the technical merits of the position. Eaten evaluates
and adjusts these accruals based on changing facts and circumstances. Eaton recognizes interest and penalties related to
unrccognized income tax benefits in the provision for income tax expensc. Eaton's policy is to recognize income tax eficcts
from accumulated other comprehensive income when individual units of account are sold, terminated. or extinguished. For
additional information about income taxes, see Note 11.
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Derivative Financial Instruments and Hedging Activities

Eaton uses derivative financial instruments to manage the exposure to the volatility in raw material costs, currency, and
interest rates on certain debt, These instruments are marked to fair value in the accompanving Consolidated Balance Sheets.
Changes in the fair value of derivative assets or liabilities (i.e., gains or losses) are recognized depending upon the type of
hedging relationship and whether an instrument has been designated as a hedge. For those instruments that qualify for hedge
accounting, Eaton designates the hedging instrument, based upon the exposure being hedged. as a cash {low hedge. a fair value
hedge, or a hedge of a net investment in a foreign operation. Changes in fair value of these instruments that do not gualily for
hedge accounting are recognized immediately in net income. See Note 15 for additional information about hedges and
derivative financial instruments.

Note 2. ACQUISITIONS AND DIVESTITURES OF BUSINESSES
Acquisition of controlling imerest of Ulusoy Elekirik Imalat Taahhut ve Ticaret A.S.

On April 15, 2019. Eaton completed the acquisition of an 82.275% controlling interest in Ulusov Elektrik Imalat Taahhut ve
Ticaret A.S. (Ulusoy Elektrik). a leading manutacturer of electrical switchgear based in Ankara, Turkey. with a primary focus
on medium voltage solutions for industrial and utility customers. The purchase price for the shares was $214 million on a cash
and debt free basis. As required by the Turkish capital markets legislation, Eaton filed an application te execute a mandatory
tender offer for the remaining shares shortly afier the transaction closed. During the tender offer, Eaton purchased additional
shares for $33 million to increase its ownership interest 10 93.7%. Ulusoy Elektrik is reported within the Electrical Global
business segment.

Acquisition of Innovative Switchgear Solutions, Inc.

On July 19, 2019, Eaton acquired Innovative Switchgear Solutions. Inc. (ISG). a specialty manufacturer of medium-voltage
electrical equipment serving the North American utility, commercial and industrial markets. 1SG is reported within the
Electrical Americas business segments.

Aequisition of Sourian-Sunbank Connection Technologies

On December 20, 2019, Eaton acquired the Souriau-Sunbank Connection Technologies (Souriau-Sunbank) business of
TransDigm Group Inc. for a cash purchase price of $907 million, net of cash received. Headquartered in Versailles, France,
Souriau-Sunbank is a global leader in highly engineered electrical interconnect selutions for harsh envirenments in the
acrospace, defense, industrial, energy, and transport markets. Souriau-Sunbank is reported within the Aerospace business
segment.

The acquisition of Souriau-Sunbank has been accounted for using the acquisition method of accounting which requires the
assets acquired and liabilities assumed be recognized at their respective fair values on the acquisition date. The final allocation
as of the date of acquisition follows:

Final
Un millions} e Allocation
Accountsreceivable-net . s il
Invcntorv o e 125
-Prepald e\beﬁ;s- al‘z_x'j-iyther éurrerit assets 3 T _ _‘_M :_ o m 14_;
Property, ptant and equipment o , — , 103
(Otherintangibleassets " T T T 0T 1"’370;
Other assets
'Accountspayable - T T }
Other current liabilities ~ L
‘Other noncurrent lisbilities - T 0 ) }

Total 1demlﬁable net assels
Noncontrollmg mterests o

Goodw:ll " . e .

Total consxderauon nét of cash reccxved . ) $

S [P .n
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Goodwill is calculated as the excess of the consideration transferred over the fair value of net assets recognized and
represents the anticipated synergies of acquiring Souriau-Sunbank. Goodwill recognized as a result of the acquisition is not
deductible for tax purposes. The estimated fair values of the customer relationships and technology intangible assets were $250
million and $95 million, respectively. The Company generally determines the fair value of intangible assets acquired using
third-party valuations that are prepared using discounted cash flow models that rely on the Company's estimates. These
estimates require judgment of future revenue growth rates. future margins. and the applicable weighted-average cost of capital
used to discount those estimated cash flows. The estimated weighted-average useful lives was 20 years for customer
relationships and 15 years for technology intangible assets. See Note 6 for additional information about goodwill and other
intangible assets,

Eaton’s Consolidated Financial Statements include Souriau-Sunbank’s results of operations. Souriau-Sunbank’s sales for the
vears ended December 31, 2020 and 2019 were $287 million and $3 million, respectively.

Sale of Auwtomotive Fluid Conveyance business

On December 31, 2019, Eaton sold its Automotive Fluid Conveyance Business, The transaction resulted in a pre-tax loss of
$66 million which was recorded in Other expense - net. This business was reported within the Vehicle business segment.

sAequisition of Power Distribution, Inc.

On February 25, 2020, Eaton acquired Power Distribution, Inc. a leading supplicr of mission critical power distribution,
static switching, and power monitoring equipment and services for data centers and industrial and commercial customers. The
company is headquartered in Richmond, Virginia and is reported within the Electrical Americas business segment.

Sale of Lighting business

On March 2, 2020, Eaton sold its Lighting business to Signify N.V. for a cash purchase price of $1.4 biilion. As a result of
the sale, the Company recognized a pre-tax gain of $221 million in 2020. The Lighting business. which had sales of $1.6 billion
in 2019 as part of the Electrical Americas business segment, served customers in commercial, industrial, residentiat, and
municipal markets.

Acquisition of Tripp Lite

On March 17, 2021, Eaton acquired Tripp Lite for $1.65 billion, net of cash received. Tripp Lite is a leading supplier of
power quality products and connectivity solutions including single-phase uninterruptible power supply systems. rack power
distribution units. surge protectors, and enclosures for data centers, industrial, medical. and communications markets in the
Americas. Tripp Lite is reperted within the Electrical Americas business segment.

The acquisition of Tripp Lite has been accounted for using the acquisition method of accounting which requires the assets™
acquired and liabilities assumed be recognized at their respective fair values on the acquisition date. The table below
summarizes the preliminary estimated fair values of the assets acquired and liabilities assumed on the acquisition date, as well
as measurement period adjustments recorded as of December 31, 2021. These preliminary estimates will continue to be revised
during the measurement peried as further information becomes available and additional analyses are performed. The third-party
valuations for Other intangible assets and Property, plant and equipment have been received. The current measurement period
adjustments did not have a material impact to the Consolidated Statements of Income.

Adjusted
Preliminary Measurement Period  Preliminary
{In millions) Allocation Adjustments Allocation
‘Short-term investments  : - - . § . 5§ 5
Accounls reccnablc L . o o - L »
Invemtory T LT T T e
Prepaid expenses and othercurrgnlassels o N .
iProperty, plant and équipment L ‘_ . 3
Other 1nlnng1b_ie_§ss§_ts_-__ e ________'_________6‘30_“ . .
Otherassets ) S o o o =
Accounts pay able ) I L
‘Other current liabiliies .. (32
Other noncurrent liabilities (157)
" Total ldeni]i';\glenetas.;»eism_i_vr__ -7“ __——__ o o 7}3 »
Goodwill L ) 928
. “Total consideration, net of cashrcecived 3 653 I R
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Goodwill is calculated as the excess of the consideration transferred over the net assets recognized and represents the
anticipated synergics of acquiring Tripp Lite. Goodwill recognized as a result of the acquisition is not deductible for tax
purposes. The adjusted preliminary estimated fair values of the customer relationships, trademarks and technology intangible
assets of $539 million, $33 million and $32 million, respectively, were determined using either the relief-from-rovalty model or
the multi-period excess earnings model, which are discounted cash flow models that rely on the Company's estimates. These
estimates require judgment of future revenue growth rates, tuture margins, and the applicable weighted-average cost of capital
used to discount those estimated cash flows. The weighted-average cost of capital is an estimale of the overall afier-tax rate of
return required by equity and debt market holders of a business enterprise. The estimated useful lives for customer
relationships, trademarks and technology intangible assets were 20 years, 15 vears, and 5 vears. respectively. See Note 6 for
additional information about goodwill and other intangible assets.

Eaton's 2021 Consolidated Financial Statements include Tripp Lite’s results of operations, including segment operating
prolit of $139 million on sales of $419 miilion, from the date of acquisition through December 31, 2021.

Acquisition of Green Motion SA

On March 22. 2021, Eaton acquired Green Motion SA. a leading designer and manufacturer of electric vehicle charging
hardware and related software based in Switzerland. Green Motion SA was acquired for $106 million. including $49 million of
cash paid at closing and $57 million of estimated fair value of contingent future consideration based on 2023 and 2024 revenue
performance. The fair value of contingent consideration liabilities is estimated by discounting contingent payments expecied to
be made. and may increase or decrcase based on changes in revenue estimates and discount rates, with a2 maximum possible
undiscounted value of $109 mitlion. Grecn Motion SA is reported within the Electrical Global business segment.

Acquisition of @ 50% stake in HuanYu High Tech

On March 29, 2021. Eaton acquired a 50 percent stake in HuanYu High Tech. a subsidiary of HuanYu Group that
manufactures and markets low-voltage circuit breakers and contactors in China. and throughout the Asia-Pacific region.
HuanYu High Tech has preduction operations in Wenzhou. China. Eaton accounts for this investment on the equity methed of
accounting and is reporied within the Electrical Global business segment.
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Acquisition of Cobham Mission Sysiems

On June 1, 2021, Eaton acquired Cobham Mission Systems (CMS) for $2.80 billion, net of cash received. CMS is a lcading
manufacturer of air-to-air refueling systems, environmentat systems, and actuation primarily for defense markets. CMS is
reported within the Aerospace business segment.

The acquisition of CMS has been accounted for using the acquisition method of accounting which requires the assets
acquired and liabilities assumed be recognized at their respective fair values on the acquisition date. The table below
summarizes the preliminary estimated fair values of the assets acquired and liabilities assumed on the acquisition date, as well
as measurement period adjustments recorded as of December 31, 2021. These preliminary estimates will continue to be revised
during the measurement period as third-party valuations are reccived and finalized, further information becomes available and
additional analyses are performed, and these differences could have a material impact on Eaton's preliminary purchase price
allocation. The current measurement period adjustments did not have a material impact to the Consolidated Statements of

Income.
Adjusted
Preliminary Measurement Period Preliminary
(In mj}lions_) L L Allocation Adjustments Allocation
*Accounts receivable S o s 34 5 — 8§ oM Ee
Inventory 179 {n 178
Prepaid expenses and other currentassets 45 BRI S B S b
Property, plant and equipment 86 —
Other intangible assets 15§ %
Other assels 19 {9 10
Accowntspayable C 0 @0 — iR Eg)
Other current liabilities (159) 3 (156)
Other noncurrent liabilities i "—, ) ' Cy o o E:/'i) ) - o (3) vy ;;T’;'s (2?63’
Total identifiable nct assets 1.712 (3) 1.709
.Goodwill ' T T aoss e
Total consideration, net of cash received $ 2800 § — § 2.800

Goodwill is calculated as the excess of' the consideration transterred over the net assets recognized and represents the
anticipated synergies of acquiring CMS. As a result of the acquisition. goodwill of $295 million recognized in the United Siates
is expecied to be deductible for tax purposes. Other intangible assets of $1,575 miltion include customer relationships,
technology and backlog. Given the timing of the acquisition, Eaton utilized a benchmarking approach based on similar
acquisitions to determine the preliminary fair values for intangible assets. See Note 6 for additional information about goodwill
and other intangible assets.

Izaton's 2021 Consolidated Financial Statements include CMS’s results of operations. including segment operating profit of
$128 million on sales of $450 million, from the date of acquisition through December 31, 2021.

Acquisition of a 50% stake in Jiangsu YiNeng Eleciric's busway business
q )t g ay

On June 25, 2021, Eaton acquired a 50 percent stake in Jiangsu YiNeng Electric's busway business, which manufactures and
markets busway products in China. Eaton accounts for this investment on the equity method of accounting and is reported
within the Electrical Global business segment.

Sale of Hvdraulics business

On January 21, 2020, Eaton entered into an agreement to sell its Hydraulics business to Danfoss A/S, a Danish industrial
company. The Hydraulics business sold hydraulics components, systems, and services for industrial and mobile equipment. The
business had sales of $1.8 billion in 2020 and $1.3 billion in 2021 through the date of the sale.

During the first quarter of 2020, the Company determined the Hydraulics business met the criteria to be classified as held for
salc. Therefere, assets and liabilities of the business have been presented as held for sale in the Consolidated Balance Shect as
of December 31, 2020. Assets and liabilities classified as held for sale are measured at the lower of carrving value or fair value
less costs to sell.

No write-down was required as fair value of the Hvdraulics business assets less the costs to sell exceed their respective
carrying value. Depreciation and amortization expensc was not recorded for the period in which Other long-lived assets were
classitied as held for sale.
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The Company used the relative fair value method to allocate goodwill to the Hydraulics business. The fair value of the
Hydraulics business was estimated based on a combination of the price paid to Eaton by Danfoss A/S and a discounted cash
flow model. The model includes estimates of future cash flows, future growth rates, terminal value amounts, and the applicable
weighted-average cost of capital used to discount those estimated cash flows. The weighted-average cost of capital is an
estimate of the overall after-tax rate of return required by equity and debt market holders of a business enterprise. These
analyses require the exercise of judgments. including judgments about appropriate discount rates, perpetual growth rates.

revenue growth, and margin assumptions.

The assets and liabilities classitied as held for sale for the Hydraulics business on the December 31, 2020 Consolidated

Balance Sheet are as follows:

(In m|Il|0ns)
Accounts recewab]c net

Inv enmr\

Prepald expenses and other current assets R

Net property. plant and equipment
-Goodwill
Other mtanglble assets

Operatmg lease assets

Deferred income laxes

Other noneurrent asscts B
Assets heJd j'qr szlle -current

Accounts payable

Accrued compenszltidn

Qther current liabilities

Pension liabilities

Operating lease liabilities

"Defe'rré'd income taxes

Other noncurrent liabilities
Liabilities held for sale - current

Decembcr 11 2020

. S . . 1?,?.
R ]Jt‘{i"
- . _ S0
- o . LR
o S L 248
— . - - R -t ALL" x.J....z
i - - R

T
2

$ i dii fagwd

On August 2, 2021, Eaton completed the sale of the Hydraulics business to Danfoss A/S. As a result of the salc. the
Company received $3.1 biilion, net of cash sold. and recognized a pre-tax gain of $617 million. subject to post-closing
adjustments 10 be negotiated with Danfoss A/S. The Hydraulics business did not meet the criteria to be classified as
discontinued operations as the sale does not represent a strategic shift that wilt have a major effect on the Company's

operations,

Acquisition of Royal Power Solutions

On January 5, 2022, Eaton acquired Roval Power Solutions for $600 million. Roval Power Solutions is a U.8. based
manufacturer of high-precision electrical connectivity components used in electric vehicle, energy management, industrial and
mobility markets. Roval Power Solutions will be reported within the eMobility business segment.
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Note 3. REVENUE RECOGNITION

Sales are recognized when obligations under the terms of the contract are satisfied and control of promised goods or services
have transferred to our customers. Control is transferred when the customer has the ability to direct the use of and obtain
benefits from the goods or services. Sales are measured at the amount of consideration the Company expects to be paid in
exchange for these products or services.

The majority of the Company s sales agreements contain performance obligations satisfied at a point in time when title and
risk and rewards of ownership have transferred to the customer. Sales recognized over time are less than 5% of Eaton’s
Consolidated Net Sales. Sales recognized over time are generally accounted for using an input measure to determine progress
completed at the end of the period. Sales for service contracts generally are recognized as the services are provided. For
agreements with multiple performance obligations, judgment is required to determine whether pertormance obligations
specified in these agreements are distinct and should be accounted for as separate revenue transactions for recognition purposes.
In these types of agreements, we generally allocate sales price to each distinct abligation based on the price of each item sold in
separate transactions,

Due to the nature of the work required to be performed for obligations recognized over time. Eaton estimates total costs by
contract. The estimate of total costs are subject to judgment. Estimated amounts are included in the recognized sales price to the
extent it is not probable that a significant reversal of cumulative sales will occur. Additionally, contracts can be madified to
account for changes in contract specifications, requirements or sale price. The effect of a contract modification on the sales
price or adjustments to the measure of completion under the input method are recognized as adjustments lo revenue on a
cumulative catch-up basis.

Payvment terms vary by the type and location of the customer and the products or services olfered. Generallv. the time
between when revenue is recognized and when payment is due is not significant. Eaton does not evaluate whether the selling
price includes a financing interest component for contracts that are less than a year. Sales. value added. and other taxes
collected concurrent with revenue are excluded from sales, Shipping and handling costs are treated as fulfillment costs and are
included in Cost of products sold.

Eaton records reductions to sales for returns, and customer and distributor incentives, primarily comprised of rebates, at the
time of the initial sale. Rebates are estimated based on sales terms, historical experience, trend analysis, and projected market
conditions in the various markets served. The rebate programs offered vary across businesses due to the numerous markets
Eaton serves. but the most common incentives relate to amounts paid or credited to customers for achieving defined volume
levels. Returns are estimated at the time of the sale primarily based on historical experience and are recorded gross on the
Consolidated Balance Sheet.

~ Sales commissions are expensed when the amortization period is less than a.ycar and are-generally not capitalized as they
are tvpically carned at the completion of the contract when the customer is invoiced or when the customer pays Eaton.

Sales of products and services varies by segment and arc discussed in Note 17.

In the Eleetrical Americas segment, sales contracts are primarily for electrical components, industrial components, power
distribution and assemblies. residential products. single phase power quality and connectivity. three phase power quality. wiring
devices. circuit protection, utility power distribution, power reliability equipment, and services that are primarily produced and
sold in North and South America. The majority of the sales in this segment contain performance obligations satisficd at a point
in time either when we ship the product from our facility. or when it arrives at the customer’s facility. However, ceriain power
distribution and power quality services are recognized over time.

In the Electrical Global segment, sales contracts are primarily for electrical components, industrial components. power
distribution and assemblies, single phase and three phase power quality, and services that are primarily produced and sold
outsidc of North and South America, as well as hazardous duty electrical equipment, emergency lighting, fire detection,
intrinsically safe explosion-proof instrumentation. and structural support svstems that are produced and sold glebally. The
majority of the sales contracts in this segment contain performance obligations satisfied at a point in time either when we ship
the product from our facility. or when it arrives at the customer’s facility. However, certain power distribution and power
quality services are recognized over time,

In the Acrospace segment, sales contracts are primarily for acrospace fuel, hydraulics, and pneumatic svstems for
commercial and military use, as well as filtration systems for industrial applications. These sales contracts are primarily based
on a customer’s purchase order, and frequently covered by terms and conditions included in a long-term agreement. In this
segment, performance obligations are generally satisfied at a point in time cither when we ship the product from our (acility, or
when it arrives at the customer’s facility. Our military contracts are primarily fixed-price contracts that are not subject to
performance-based payments or progress payments from the customer.
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Many of the products and services in power distribution and power quality services in the Electrical Americas and Electrical
Global business segments and contracts to develop new products that are lully funded by customers in the Acrospace business
segment meet the definition of continuous transter of control to customers and are recognized over time. These products are
engincered to a customer’s design specifications, have no alternative use to Eaton. and are controlled by the customer as
evidenced by the customer’s contractual ownership of the work in process or our right to payment for work performed to date
plus a reasonable margin. As control is transferring over time. sales are recognized based on the extent of progress towards
completion of the obligation. Eaton generally uses an input method to determine the progress completed and sales are recorded
proportionally as costs are incurred. Incurred costs represent work performed. which corresponds with. and thereby best depicts,
the transfer of control to the customer.

In the Hydraulics segment, sales contracts were primarily for hydraulic components and systems [or industrial and mobile
equipment. "These sales contracts were primarily based on a customer’s purchase order. [n this segment, performance
obligations were generally satisfied at a point in time when we ship the product from our facility.

In the Vehicle segment, sales contracts are primarily for drivetrains, powertrain systems and critical components that reduce
emissions and improve fuel economy, stability, performance, and safety of cars, light trucks, and commercial vehicles, These
sales contracts are primarily based on a customer’s purchase order or a blanket purchase order subject 10 firm releases,
frequently covered by terms and conditions included in a master supply agreement. In this segment, performance obligations
are generally satisfied at a point in time either when we ship the product from our facility, or when it arrives at the customer’s
facility,

In the eMobility segment, sales contracts are primarily for mechanical, electrical, and electronic components and systems
that improve the power management and performance of bath on-road and off-road vehicles. These sales contracts are primarily
bascd on a customer’s purchase order. In this scgment. performance obligations arc generally satisficd at a point in time either
when we ship the product from our facility. or when it arrives at the customer’s facility.

In limited circumstances, primarily in the Electrical and Vehicle segments. Eaton sells separately-priced warranties that
extend the warranty coverage beyond the standard coverage offered on specific products. Sales for these separately-priced
warranties are recorded based on their stand-alone selling price and are recognized as revenue over the length of the warranty
period.
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The following table provides disaggregated sales by lines of businesses, geographic destination, market channe! or end
market, as applicable. for the Company's operating segments:

(In millions) e ) 2021 2020 2019
Electrical Americas L o o 7 . i;‘“_ii_;ug
Products $§ 2235 % 2 2.)5 $ 3.675
- - - e om T = Tom T e N o B - ”':T_*ﬂ
Systems o 4987 4425 . |4,45003
Total $ 7242 § 6,68 $ 8 17:!
L e e Ll Y . A
Electrical‘Glohal . o o N ) o o
Products - _ B o $ 3,283 5 2608 § -]{_217’3?_2%
Systems S L o 2,233 2,095 2,390
Tl T T T S s e S
. e e e e e e e e . ST
Hydraulies L L .. e e - f B ]E ‘.».f{ Sk 3
lUnilcd States o o o o g 534§ 796 % 1,000
Rest of World T o o 766 1,046 :1i1204)
Total $ 1,300 $ 1.842 $ 2,204
a, . . e e e e . LE UV AT L
o et
Aerospace
- - .- —— - A .o— - Comm ~ - - d 7 f{'T i'—‘ ‘W:"‘?q
Original Equtprnent Manul'acturers R T NI L. I3 986 _$_§h. T35
Aftermarket 823 685 859
- - .- - .- s e T s e e e - M - e T - - o ”: 3 L e '“Tfﬁ
lnduslnal and Olher o L o 807 552 ;ri 1443}
Total $ 2648 § 2223 480
T TR T S Sl < s
. - Le I:i ;
Vehlcle
- N - - e T T T T T e e e R e S - - - - A rr‘ Pt o
'Commercial _ - T T T s 1438 08 1,060 48410338,
Passenger and Light Duly o S o 1.141 1.058 1.500
~Total - - oo T T T 8,579 8 i § 03sE
eMobility e = T
: s - - v s e s s - - -~ - -a l"" rr*»q
Total net sales _ S $ 19628 § 17.858 81211390

The timing of revenue recognition, billings and cash collections results in billed accounts receivable, unbilled receivables
(revenue recognized exceeds amount bifled to the customer), and deferred revenue (advance payments and billings in excess of
revenue recognized). Accounts receivables from customers were $2,896 million and $2,539 million at December 31, 2021 and
December 31. 2020, respectively. Amounts are billed as work progresses in accordance with agreed-upon contractual terms.
cither at periodic intervals or upon achicvement of contractual milestones. These assets and liabilities are reported on the
Consolidated Balance Sheets on a contract-by-contract basis at the end ot each reporting period. Unbilled receivables were
$187 million and $90 million at December 31, 2021 and December 31, 2020, respectively, and are recorded in Prepaid expenscs
and other current assets. The increase in unbilled receivables reflects higher revenue recognized from increased business
activity in 2021 and the addition of unbilled receivables from acquisitions.
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Changes in the deferred revenue liabilities are as follows:

Deferred
(In nnll:ons) ) ) ~ ) 7 o o revenue
Babnceatlamuary 1,200 si Chiliz
Customer deposits and billings L L o X 1,041
Revenue recognized in the penod L o o iy h(l_OM)n

Translation 7 ) )

Deferred revenue _l'@ClngSi-ﬁed o 'he;Tg:ft-yr -§'a_.lre o T

Balance at December 31, 2020
Customer dep(;sils and billings
Revenue recogn:zcd in lhe period

Deferred revenue from busmess acqunsntlons

I'ranslatlon and other

‘Balancc at December 31,2021 $ 1], 422]

Deferred revenuc liabilities of $3935 million and $230 million as of December 31, 2021 and 2020, respectively, were
included in Other current liabilities with the remaining balance presented in Other noncurrent liabilities.

A sigaificant pertion of open orders placed with Eaton are by original equipment manufacturers or distributors. These open
orders are not considered firm as they have been historically subject to releases by customers. In measuring backlog of
unsatisfied or partially satisfied obligations, only the amount of orders to which customers are firmly committed are included.
Using this criterion. total backlog at December 31, 2021 was approximately $7.7 billion. At December 31, 2021, approximately
87% of this backlog is targeted for delivery to customers in the next tivelve months and the rest thereafier.

Note 4. CREDIT LOSSES FOR RECEIVABLES

Receivables are exposed to credit risk based on the customers' ability to pay which is influenced by, among other factors,
their financial liquidity position. Eaton's receivables are generally short-term in nature with a majority outstanding less than 90
days.

Eaton performs ongoing credit evaluation of its customers and maintains sufficient allowances for potential credit losses.

- The Company evaluates the collectability of its receivables based on the length of time the reccivable is past due, and any
anticipated future write-off based on histeric experience adjusted for market conditions. The Company's segments. supported by
our global credit department, perform the credit evaluation and monitoring process to estimate and manage credit risk. The
process includes an evaluation of credit losses for both the overall segment receivable and specific customer balances. The
process alsa includes review of customer financial information and credit ratings. approval and monitoring of customer credit
limits, and an assessment of market conditions, The Company may also require prepayment from customers to mitigate credit
risk. Receivable balances are written off against an allowance for credit losses after a final determination of collectability has
been made.

Accounts receivable are net of an allowance for credit losses of $42 million and $48 million at December 31, 2021 and
2020. The change in the allowance for credit losses includes expense and net write-offs, none of which are significant.

Note 5, INVENTORY

Inventory is carried at lower of cost or net realizable value using the first-in, first-out (FIFO) method. Cost components
include raw materials, purchased components, direct labor, indirect labor, utilities, depreciation, inbound freight charges
purchasing and receiving costs, inspection costs, warehousing costs, and costs of the distribution network.

The components of inventory are as follows:

December 31

(In millions) o . ) e . 2021 2020
Rowmaeridls o s e s e
Work-in-process 620 498
'Finishedgoods 77T T asy T YT 1eGs
Total inventory 5 2,969 § 2,109
40

16.06.2022 kl 14:34 Brgnngysundregistrene Side 55 av 122



- Brgnngysundregistrene Arsregnskap regnskapséret 2021 for 983748384

Note 6. GOODWILL AND OTHER INTANGIBLE ASSETS

Changes in the carrying amount of goodwill by segment are as follows:

Goodwill
January 1, reclassified to December 31, December 31,

(In millions) 2020 Additions  held forsale  Translation 2020 Additions  Translation 2021
Electrical Americas ~ § 6352 § 978~ — 8 7§ 645§ 971 § . (10){S; K 7417
Electrical Global 4,106 7 — 182 4,295 85 {197) 4,183
Hydraulics - I L N ¢ I I IR B
Acrospace 1.706 15 —_ 56 1.777 1.091 [t1)] 2.781
Vehicle oo T T 2 Ty — @ T 3350)
cMobility 80 — — 2 82 — (2) 80
Total t_ ' § 13456 § 119 $ (907) § 235 § 12903 5§ 2147 $ (299): . L4751

The 2021 additions to goodwill relate to the anticipated synergies of acquiring Cobham Mission Systems, Tripp Lite, and
Green Motion SA. The aliocations of the purchase price from these acquisitions are preliminary and will be completed during
the measurement periods. The 2020 additions to goodwill primarily relate to the anticipated synergies of acquiring Power
Distribution. Inc.

A summarv of other intangible assets is as follows:

December 31

2021 2020
Historical Accumulated Historical Accumulated
(In mjll{o;ns} L cost amortization cost amortization
‘Intangible assets not subject o amortization A [
“l‘radcmalrks $ 1.374 $ 1.382

Y O R E

Intangible asscts subject to amortization

Customer relationships ) _ - -‘ S : ~_ 74,'7/'5.'2 <$7 v7197>4 $ : 7-5,415 ‘$j :H :ﬁ*‘@_’s’
Patents and technology ) ) o 1,879 . 712 1428 L 773
Trademarks st _osie om po s
Other 163 62 91 38

" Total im—:.mgiglc assets subjectTo am‘c;ti;tio“r;:‘ s 7747 § 3266 $ 5904 $ ;Liisiind

Amortization expense related to intangible assets subject to amortization in 202 ¢, and estimated amortization expense for
each of the next ive years, is as follows:

(In mil[iqns)

2022 . _ 471

2023 e R e

2024 7 N - B 387

s . T Red

2026 ' 366
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Note 7. LEASES

Eaton leases certain manufacturing facilities, warehouses, distribution centers, office space, vehicles, and equipment. Most
real estate leases contain renewal options. The exercise of lease rencwal options is at the Company's sole discretion. The
Company's lease agreements tvpically do not contain any significant guaranices of asset values at the end of a lease or
restrictive covenants. Payments within certain lease agreements are adjusted periodically for changes in an index or rate.

The components of lease expense are as follows:

(In millions) ) o o L 2021 2020 2019
Operating lease cost o ) N I SR TR 1847 81, -J166%
Fmance 1casc cost: 7 ]

. Amortlzauon of lease assets - -_ ’ S s ‘7 o ) 12 , {6‘ ﬂ 1} ! '*?5]
Interest on lease liabilities - ) ) 2 1 .
‘Short-term lease cost S I R T X% ) w::}
Variable lcase cost 16 3 22
Sublease incomcr B ) o 7‘ ) o _‘ . ’ '_“_ i o ) v(2). ) ‘(2): ﬂ,??f)‘
Total leasc cost $ 207 % 210 § 237

There were no sale leaseback transactions for the vear ended December 31, 2021. The net gains recorded on sale leaseback
transactions were $9 million and $16 million for the years ended December 31, 2020 and 2019.

Supplemental cash flow information related to leases is as follows:

(In mlllmns_) ) 2021 2020 2019

Cash paid fo; ;m;)—\;l;!s mcluded |-n Lﬁe measurem‘(:;xz(;flea;; lvla—k;llmems _ t i “* /u h ] ) “‘ 1 LU lj
Operating cash outflows - payments on operating leases B £ (158) $ { 144) $ (168)
Operating cash outflows - interest payments on ﬁnance leases __ ) __ ‘ _- . - - a (2) (l)! i (l)
Financing cash outﬂous payments on finance tease obllg‘atlons o ) o (1) ] 8 (6

TH 1 LRR
- e e . . . R LR 5 T
Lease assets obtained in evchange for new Ieasc obllgallons mcludmg Icases acqu:red:

Operating leases B o S I $ 145 % 144—[ ;31{%‘;2‘

Finance lcases 14 16 24
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Supplemental balance sheet information related to leases is as follows:

December 31

(In millions) B o ) 2021 2020
Operating Leases ) . o ; 7 . } l I
Operating lease assets 3 442 3 428
: - ; T - T T ) : LRV M A
P . N L o e oo B a]!i': Lﬂf
Other current liabilities 120 116
. o L rres STt T m T - - - T . T JAANES
Operating lease liabilities o N 7 337 H ET;;,T 3264
‘Fotal operating lease liabilities o o 3 457 § 442
Ltk
Fmance Leases
SO T L L e e e mee e e e em en e e vy "
‘Land and bu_l]dmgs_ o o i o s 6 5 - [*' Ejﬁ_ﬂ
Machinery and equipment S B ) S 47 7
Accumulated depreciation o T ag  HERR i'ff’é?
Net property. plant and equipment o - .5 34 8 35
S S O R KRS i
Current portion of long-term debt $ 15 8
: T TTTmtT T o mm mnmtoem s s nmmmn s e s i W v f e Mo
Long-term debt ) o L 23 i Hf%j&g
Total finance Icase liabilitics $ 38 % 38
December 31
. . ) ) ) _ : 2021 2020
Weighted-average remaining lease term B . - il
Operating leases A S o 5.4 vears 5.5 years
Finance leases . e ... _ . _ S53years ﬁéyefrsf
'Welghte(i -average &l;count ratc ST T e E e e ~ r_—f T ‘I“—HW
Operating leases 2 6 % 33 %
C C A T e AR Ay
. Finance leases ) EEU I R
Maturities of lease liabilities at December 31, 2021 are as follows:
Operating Finance
(ln_milli_on_s) e ) Leases Lcases
2022 S S s 12'7? '$’j;"“l§"’1"6j
2023 _ . - o L
2024 o ) ) ) 77; RYEREE "]
2025
ere? .- e e e ik h e e o g
2026 36! 513 ﬂﬂ
- -~ — - - - - - .. . - - ored Sherdl
Thereal'lcr o _ L o 100 7
Totnl lease payments o o ) L . 4931 '_ u ,}mﬂ)
Less imputed interest ) o S o 36 ) 2
Total present value of lease tiabilities o 3 457: § {4 .Lagd
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Note 8. DEBT

A summary of long-term debt, including the current portion. is as follows:

December 31

(Inmillions) L L 2021 2020
3.47% notes due 2021 (8275 converted o floaling rate by interest rate swap)  § — % _phidond
0. 02% Euro notes due 2021 — 737
8.10% debenlures due 2022 (SIOO con\'erled :c; -ﬂ-oz;ting rate by mterest rale;u—a}-a)d b . 100 ° §1:T£603
2.75% senior notes due 2022 (31,400 converted to floating ratc by interest rate swap) 1,600 - 1,600
3 68% notes due 2023 (8200 con\'ened to ﬂoatmg raie b‘: ;r;térest rate swap) - T 300 ‘: : B "‘IJ_:Qg)'j
0.75% Luro notes due 2024 624 676
6.50% debentures due 2025 T o145 3 R THTES)

0.76% Euro notes duc 2025
0.128% Euro notes due 2026 L ) ) o i o :
3.10% senior notes due 2027 700 700

7.65% debentures due 2029 (550 converted to floating rate by interegt rate swap) 200 " J}ER%G0]
0.577% Furo notes due 2030 681

- e e e e = e T L e

4.00% scnior notes dug 2032 , e o 700 o fd 2;1{19_93
5.45% debentures due 2034 (525 conv encd 0 ﬂoalmg rate b\ mlcrest ratc swap) 136 136

5 80% notes duc 2037 S ) R ) B 7 240 ‘ ﬂg ;2403
15% scnmr notes duc 2042 ) ) R 1,000 1,000

3. 92% senior notes due 2047 o T _ ) T 300 ‘l hﬂ‘,_:{Jj(lu_OJ

5.25% to 7.875% notes (maturities rangmg from 2024 to 20‘%5 mcludmg $25 conv cncd to

floating rate by interest rate swap) 165 165

‘Other - T I A R L Ll evy
lolal long -term debt 8.566 8,057

Lcss ‘current portlon of Iong-tcrm -d_cbz- — -:F T “ T —T _— ' ‘-_::‘ ) (_1,735) f‘: Hﬁﬁfﬁﬁ?
Long-term debt less current portion 3 6.831 § 7,010

Substantially all these long-term-debt instruments are fully and unconditionally guaranteed on an unsubordinated, unsecured
basis by Eaton and centain of its direct and indirect subsidiaries (the Senior Notes), Further. as of December 31, 2021. all of
these long-term debt instruments. except the 3.68% notes due 2023, the 0.75% Euro notes due 2024. the 0.70% Euro notes due
2025, the 0.128% Euro notes due 2026, and the 0.577% Eure notes due 2030. are regisicred by Eaton Corporation under the
Sccurities Act of 1933, as amended (the Registered Senior Notes).

On March 8, 2021, a subsidiary of Eaton issued Euro denominated notes (2021 Euro Notes) with a face value of €1,500
million ($1,798 million), in accordance with Regulation S promulgated under the Securities Act of 1933, as amended. The 2021
Euro Notes are comprised of two tranches of €900 million and €600 million, which mature in 2026 and 2030, respectively, with
interest payable annually at a respective rate of 0.128% and 0.577%. The issuer received proceeds totaling €1.494 million
($1.790 million) from the issuance. net of financing costs and discounts. The senior 2021 Euro Notes are fully and
unconditionally guaranteed on an unsubordinated, unsecured basis by Eaton and certain of its direct and indirect subsidiaries,
The 2021 Euro Notes contain customary optional redemption and par call provisions. The 2021 Euro Notes also contain a
change of centrol provision which requires the Company to make an offer 1o purchase all or any part of the 2021 Euro Notes at
a purchase price of 101% of the principal amount plus accrued and unpaid interest. The capitalized deferred financing fees are
amortized in Interest expense-nct over the respective terms of the 2021 Euro Notes. The 2021 Euro Notes are subject to
customary non-financial covenants.

On May 17, 2021. the Company entered into a $2.500 million 364-day revolving credit facility, which brought the
Company’s total revolving credit facilities to $4,500 million. At June 30, 2021, the Company had access to the commercial
paper markets through its $4.500 million commercial paper program. of which $3.372 million was outstanding including funds
to finance the acquisition of Cobham Mission Systems discussed in Note 2. Eaton used the proceeds from the sale of the
Hydraulics business, which was completed August 2, 2021, to reduce its outstanding commercial paper borrowings.
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On September 22, 2021, the Company downsized the 364-day revolving credit facility from $2,500 million to $500 miilion,
which reduced the Company's total revolving credit facilities to $2,500 mitlion. In September 2021, the Company alsa
downsized its commercial paper program to $2,500 million.

On October 4, 2021, the Company replaced its existing $500 million 364-day revolving credit facility, $750 million five-
vear revolving credit facility. $500 million four-vear revolving credit facility, and $750 million five-year revolving credit
facility. with a new $500 million 364-day revolving credit facility and a new $2,000 million five-year revolving credit facility
that will expire on October 4. 2026. The revolving credit facilities totaling $2.500 million are used to support commercial paper
borrowings and are fully and unconditionally guaranteed by Eaton and certain of its direct and indirect subsidiaries on an
unsubordinated, unsecured basis. There were no borrowings outstanding under Eaton’s revolving credit facilities at
December 31, 2021. The Company maintains access to the commercial paper markets through its $2,500 million commercial
paper program, of which none was outstanding on December 31, 2021.

In addition to the revolving credit facilities, the Company also had available lines of credit of $972 millien from various
banks primarily for the issuance of letters of credit. of which there was $335 million outstanding at December 31, 2021.
Borrowings outside the United States are generally denominated in local currencies.

Eaton is in compliance with each of its debt covenants for al! periods presented.

Maturities of long-term debt for each of the next five vears are as follows:

(In millions)

2022 e R | 1t 1)
202377 } ) o L o 306
020 e - TR
2025 ’ 715
2026 s T e

Intercst paid on debt is as follows:
{In millions)

! U e e - . e e e T —
2021 B P R o8 TR
2020
2019
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Note 9. RETIREMENT BENEFITS PLANS

Eaton has defined benetits pension plans and other postretirement benefits plans.
Obligations and Funded Status

United States
pension liabilities

Non-United Statcs
pension liabilities

Other postretirement

liabilities

2021 2020 2021

2020

2021

2020

{In millions)
Funded status
Fair value of plan assels

S 3,672 S 3463 $ 2247 $ 2137 $

b A

19 8 20

A Ty
Benefit obligations _ o (3,760)  (4121) (283 (3.036) (308 {1 BT5)
Funded status . (88) § (658) § (590) $ (899) § (285) § (355
L , S ) T S By
Amounts recognized in the Consolidated
Balance Sheets e me e e e e e e e L
Non-current assets ) $ % %8 — 5 179 $ 95 §$ —{—jg:{gig}
Current l:abllmcs o o B (1_9) (:"56)_ N _(2{3) . (28) (22) (25)
Non-current liabilities ~__ (13) __ (622) (74 (966) _ (263) 11:(330)
Total N . _ 3 (88) § (658) § (590) § (899) § (285 §  (335)
: o S . Foi bl
Amounts recognized in Accumulated other
vcompn;hcnsivc'l?s_s (pre-tax) o ) L
Net actuarial (gain)loss ' § 708 S l 046 $ . 74508 1005 §
Prior scrvicc cost (credit) o 5 5 18 21 - (3)
. Tew "% m3 s 1051 8§ 763 $ 1026 § (5518401 @)

Change in Benefit Obligations

United States

Non-United States

Other postretirement

pension liabilities pension liabilities liabilities
{Inmillions) . -1 -2020 - 2021 2020 2021 - 2020
" BolanceatJanuaryl § 4121 § 4028 $ 3036 § 2747 § 375 “s'eii‘-?isf'ié’l
Service cost 37 97 72 73 l
Interst cost. e S S At 6 3
Actuarial (gain) Io_s_s L . (82) 223 (143) 217 (39)

. Gross benefits paid o L @3s)  @30)  a0m  (12) (@6 1111(49)
Currcncv translation — — (79) 137
T SR SRS = §
Acquisitions and dlvcsmurcs 48 — 14 — 2

. Benefitobligation reclassified to held forsale ~~~ —  —  — (63 =+ _‘“{]'"’]
Other o . — 4 2 13

‘Balance at December 31 $ 3760 § 4121 § 2837 § 3036 § 304 -s-i~,.-3751

Accumulated benefit obligation ~~ § 3707 § 4054 § 2709 § 2862 . | i
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During 2020, the Company announced it was freezing its United States pension plans for its non-union employees. The
freeze was eftective January 1, 2021 for non-union U.S. employees whose retircment benefit was determined under a cash
balance formula and is effective January 1, 2026 for non-union U.S. emplovees whose retirement benefit is determined under a
final average pay formula.

Actuarial gains related to changes in the United States and Non-United States benefit abligations in 2021 of $82 million and
$143 million. respectively, were primarily due to increases in the discount rates used to measure the obligations. Actuarial
losses related to changes in the United States and Non-United States benetit obligations in 2020 of $223 million and
$217 million, respectively. were primarily due to decreases in the discount rates used to measure the obligations, partially offsct
by curtailment gains related to amendments to freeze the Company's United States pension plans for ils non-union employees.

Change in Plan Assets

United States Non-United States Other postretirement
pension liabilities pension liabilities habilities
(In millions) » N - 2021 2020 2021 2020 2021 2020
Balance at January 1 83463 S 3433 § 2137 § 1903 8 20 .80 {33]
Actual return on pian asscts 380 342 127 183 - 1
' Emplc;yérconlﬁt-)utiqqs-.__ v »w_— S ““ 2‘3T7_._ R -ljs_f‘ 106 104 2:0 : Eg“jéﬂ
Gross bcAneﬁts paiq i B . - (43_5) o (331]) ”(107)_ _(IZI) o (36) (49}
Currencf translation N im— '_— _—_ ‘ ) 7 = . 7_ — (23) 69 ~—-— ? ”}T‘:—ﬂ
Acquisitions and diveslitures 27 — 4 — — —
| Panassesrechassifiedoheldforsale — — = — & - HLE]

Other - — — 3 2 15 22

‘BalanceatDecember31 _ S 3672 § 3463 § 2247 § 2437 § 19841201

The components of pension plans with an accumulated benefit obligation in excess of plan assets at December 31 are as

follows:
United States Non-United States
pension liabilitics pension liabilities
(In millions) R _ 2021 2020 2021 2020
- ‘Accumulatcd beriefit Gbligation ~§ 131 § . 4054 § 894 § 3215861
Fair value of plan assets — 3.463 207 1,756

The components of pension plans with a projected benefit obligation in excess of plan assets at December 31 are as follows:

United States Non-United States
pension liabilities pension liabililies
(In milliens) L o 2021 2020 2021 2020
Projected benefit obligation ~~~§ 147§ 4121 § 1,290 $ ~3il7e3]
Fair value of plan assets — 3.463 521 1,770

Other postretirement benefit plans with accumulated postretirement benefit obligations in excess of plan assets have been
disclosed in the Obligations and Funded Status table.
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Changes in pension and other postretirement benefit liabilities recognized in Accumulated other comprehensive loss are as

follows:
United States Non-United States QOther postretirement
pension liabilitics pension liabilities liabilities
(nmilliensy 2021 2020 2021 2020 2021 2020
‘Balance at January 1 o $ 1051 § 1,103 § 1026 S 904 $ (@ $1112%)
Prior service cost arising during the year ) | — — I — —
Net loss (gain) arising during the year @8 2 qsy 14l 60 Fded
Currency tra_nslalion o — = (24) 48 — —
| Other ' L= = =2 = E
Les§ am_qun»‘ns‘incltrtded in expense during thcl)'_ea‘rv ) {100 (164) (88) (70) 6 13
Net change for the year - B (52) (263 122 53) 1231
Balance at December 31 3 713 % 1051 § 763 § 1,026 § (55) § (2}
Benefits Expense
United States pension Non-United States pension QOther postretirement
benefit expense (income) benefit expense {income) benefits expense (income)
(In mitlions) 2021 2020 2019 - 2021 2020 2019 2021 2020 2019
Servicecost 0§ 3§ 97§ 91§ 728 738 58S 1% i2{$i2
Interest cost 70 103 138 40 43 57 6 9 14
Expecteﬂ return onplanfa:svserts' ’ (-223")" B (213-1)' ('253) _‘(712‘2_))‘_- (109) ; (TO())' - ‘-—:M;E_Fi};
Amqnizalﬁ(nn o ] 36 102 62 71 60 38 5 (13) (14)
(80) 71 56 63 69 . 47 2 PO
Scttlements. curtailments and
special termination bpneﬁts 65 62 48 17 10 14 (1} — —
Total expense (income) $ (15 6 133.5 104 $ 8 $. 79 § 61 & 1 § 'Ll

Total retirement benefits expense for 2021 of $66 million included $13 million of setilement and curtailment expense related
to the sale of the lydravlics business discussed in Note 2,

Total retirement benefits c;;pense for 2019 of $165 million included $8 million of settlement expense related to the sale of
the Automotive Fluid Convevance Business discussed in Note 2.

The components of retirement benefits expense (income) other than service costs are included in Other expense - net.
Retirement Benefits Plans Assumptions

In 2019. 2020. and 2021, for purposes of determining liabilities related to the majority of its plans in the United States. the

Company used mortality tables that are based on the Company's own experience and generationa! improvement scales that are
based on MP-2019, MP-2020, and MP-2021, respectively.

To estimate the service and interest cost components of net periedic benefit cost for the vast majority of its defined benefits
pension and other postretirement benefits plans, the Company used a spot rate approach by applying the specific spot rates
along the yield curve used to measure the benefit obligation at the beginning of the period 1o the relevant projected cash flows.
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Pension Plans

United States
pension plans

Non-United States
pension plans

e 2021 2020 2019 2021 2020 2019
Assumphons used to deterane benefit obligation at year-end ' B ' ' . o '__i:ll laiza
Dlscounl rate 2. 8| Y% 248% 3. 22 % 201% 1.59% 2.02%
‘Rate ofcompensanon mcrease l . ) - } T 3 12 % Jii "A; 314% 301% 3.0? "/:ﬁ}bg,___“}g
Interest rate used to credit cash balance plzms 1.99% 202% 259% 036% 053% 054%
Assumptions used to determine expense
Discount rate used to determine benéﬁfgbilgatlon o 3 2 61 %_: ‘3.‘22”% 428% l 1.63 % 2.0?. %]_{(‘zs’iﬁfi‘
Discount rate used to determine service cost 292% 334% 439% 152% 2. 78 % 4. 02 %
Discount rate used to determine mterést c.ost s % E 75 % 3. 54 % 136% L 82 %L 2 56 %
Expected long-term return on plan assets 675% 725 % 7. BI% 562% 584% 641 %
Rate of compensahon increase - L ‘-, : - 3 12 %, ] 3 14% 314% 3.02% 3.0.5 %EE; ‘319_-:’/2
Interest rate used to credit cash ba]ance plans 214% 259% 313% 052% 054% 260%

The expected long-term rate of return on pension assets was determined for each country and reflects long-term historical
data taking into account each plan's target asset allocation. The expected long-term rates of return on pension assets for United
States pension plans and Non-United States pension plans for 2022 arc 6.50% and 5.70%, respectively. The discount rates were

determined using appropriate bond data for each country.

Other Postretirement Benefits Plans

Substantially all ot the obligation for other postretirement benefits plans relates to United States plans. Assumptions used to
determine other postretirement benefits obligations and expense are as follows:

Assumpuons used to determlne benef t obhganon at year-end_
Discount raie '

Health care cost trend rate assumed for next ycar
Ultimate hcealth care cost trend rate

Year ultimate health care cost trend rate is ach:eved

Assumptions used to determing expense o ~
Discount rate used to determme benefit obllgauon _7 . B
Discount rate used to determine service cost
Discount Eété'_qééd to d&enﬁ-fée_intgrési_({qéf T
Initial health care cost trend rate
Ultimate health care cost trend rate

Year ultimate health care cost trend rale is achleved
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Other postretirement
benefits plans

021 2020 3015
HRET

2.79 % 2._)7 % 313 %
745% 705 %] 89314
4.75 % 475% 475 %
2031 20307 3029
244% 303 %4239
276% 325% 429 %
170% 267 %[ 1185
738% 695 ‘}f) 7.10 %
475% 475 %F1a75 %
2030 2029 2028
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Employer Contributions to Retirement Benefits Plans

Contributions to pension plans that Eaton expects to make in 2022, and made in 2021, 2020 and 2019, are as follows:

(In mitlions) ) L Expected in 2022 2021 2020 2019

United States plans o T 178 237 § 188 il 4E
Non-United States plans o B o 97 106 104 102
Total contributions o $ 4 s 343§ 122§ P liisl

The following tabie provides the cstimated pension and other postretirement benefit payments for each of the next five
vears, and the five vears thereafier in the aggregate. For other postretirement benefits liabilities, the expected subsidy reccipts
related to the Medicare Prescription Drug, Improvement, and Modernization Act of 2003 would reduce the gross payments
listed below.

Estimated other postretirement
benefit payments

Estimated Estimated Medicare

United States non-United States prescription
(Inmillions) B pension payments pension payments Gross drug subsidy
12022 .. 8 . _o3038% _ 106s 258 «f hEIEY
2023 296 107 21 —
) s . R — ;
] R T 0 | CHEEE
2025 276 113 18 —
S e T - R T T
2026 o _ 265 us 11 HIE
2027 - 2031 1176 642 94 n

Pension Plan Assets

Investment policies and strategies are developed on a country and plan specific basis. The United Stawes plans, representing
62% of worldwide pension assets, and the United Kingdom plans representing 29% of worldwide pension assets, are invested
primarily for growth, as the majority of the assets are in plans with active participants and ongoing accruals. In general. the
plans are primarily allocated to diversified global cquities. primarily through index funds in the form of common collective and
other trusts. The United States plans’ target allocation-is 1% United States equities, 19% non-United States eqiiitics, 6% real
estate (primarily equity of real estate investment trusts), 47% debt securities and 9% other, including private equity, private debt
and cash equivalents. The United Kingdom plans' target asset allocations are 44% equities and the remainder in debt securities.
cash equivalents and real estate investments. The equity risk for the plans is managed through broad geographic diversification
and diversification across industries and levels of market capitalization. The majority of debt allocations for these plans are
longer duration government and corporate debt. The United States, United Kingdom and Canada pension plans are authorized
to use derivatives to achieve more cconomically desired market exposures through the use of futures, swaps and options to gain
or hedge exposures.

Fair Value Measurements

Financial instruments included in pension and other postretirement benefits plan assets are categorized into a fair value
hierarchy of three levels. based on the degree of subjectivity inherent in the valuation methodology are as follows:

Level I - Quoted prices (unadjusted) for identical assets in active markets.

Level 2 - Quoted prices for similar assets in active markets, and inputs that are observable for the assct, either
directly or indirectly, for substantially the full term of the financial instrument.

Level3 - Unobservable prices or inputs.

Certain investments that are measured at fair value using the net asset value per share practical expedient have not been
categorized in the fair value hierarchy and are being presented in the tables to permit a reconciliation to total plan assets.
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Pension Plans

A summary of the fair value of pension plan assets at December 31, 2021 and 2020, is as follows:

Quoted prices

in active
markets for Other
" identical observable  Unobservable
inputs inputs
(In mirllions) o i Total (Level 1) (Level 2) (Level 3y
202 T AT
Common collective trusts i _
Non-United States equity and global equities $ 586 § — 8
United Slates equity ) o240 —
Fixed income ) o ) ] ) 624 —
Fixed inqczme scc_u[i_li_e_s__ L 1,074 —
_United States treasuries ) - 417 417
Bank loans o ) o 17 -
Real estate ] o o i 471 237
Equilt_\'rsscurilies N ) o ) 2 2
_Cash equivalents o S 7 150 28
‘Excvh?‘ng_e traded l'undsl ] ‘ R R 122
«Other i o ) o 365 -
Common collective and other trusts measured at net assct
va]yc o ~ o 1.841
:Money market funds measured at net asset valve L2l .
Pending purchases and sales of plan assets, and interest
rc»ceivablc ) ) o o (99)
Total pension plan assets .5 5919 § 806 3 2827+ § L1+ 45358

' These pension plan assets include privatc real estate. private credit and private equity funds that generally have redemption notice periods of

six months.or longer, and are not eligible for redemption untit the underlying assets are liquidated or distributed. The Company has unfunded

commitments to these funds of approximately $192 million at December 31, 2021, which will be satisficd by a reallocation of pension plan

assels.

51

16.06.2022 kl 14:34 Brgnngysundregistrene

Side 66 av 122



=E- Brgnngysundregistrene Arsregnskap regnskapsaret 2021 for 983748384

Quoted prices

in active
markets for Other
identical observable  Unobservable
assets inputs inputs

(In millions) ) o o Total (Level 1) (Level 2) {Lev c] 3)
2020 o o o o B
Common collecln'e trusts_ i e )

Non-Umted States equity and global equmes ) $ 610 § — 3 610

United States equity L o R = 737 .

Fixed income o R T TR TR ”‘:’I
Fixed income securities 1,021 — 1,021

. - T e - R . R 1jﬂn
United States treasuries- o - 2 L T 316 —_ ‘ - J-,.. l “3
Bank loans o i ) 110 — 110
Real cstate o ) 7 419 221 14
Cas_h cqui\'al_cms 3 7 ) ) o ) I§4 . ] 113 _
Exchange traded funds o o 88 - 88 —.
Other o . 213 = 39
-Common collective and other Erusts measured at net asset

value B ) 1,987
Money markel funds mcasured aLnet; asscl value L _6___ o
Pcndmg purchases and sales of pi plzm assets, “and mlerest

receivable L o (108)

Total pension plan asscts $ 5,600 $ 696 $ 2.661

' These pension plan assets include private real estate, private credit and private equity funds that gencrally have redemption notice periods of
six months or longer, and are not eligible for redemption until the underlying assets are liquidated or distributed. The Company has unfunded
commitments 1o these funds of approximately $254 million at December 31, 2020. which will be satisfied by a reallocation of pension plan
asscts.

The fair value measurement of plan assets using significant unobservable inputs (Leve| 3) changed during 2020 and 2021
due to the following: -

(In miltions} R ) o Real estate Other Total
Balance at January l 2020 i o .: VV A— - $ 61 § 129 $ 3 ]5“119()}
Actual return on plan assets: o o
: Gains (losses) relating to assets sull He!d at year—end o - 7 = o 2 12 . l ‘H’{-jg}ng
Purchases, sales, settlements - net 121 33 154
Transfers inté oroutofLevel 3 VW : R ;_-__ - ._ i ﬁ . :' N = - ’ ‘ ‘K';T‘h:f'@_ﬁ
Balan«.c al Deccmbcr 31 2020 184 174 358
" Actual return on plan assels: 7_7_ - _ 7 o ‘ - ‘i ' 7 ) ~ _«L”fni?ﬁ'}
] Gams (Iosscs) rclatmg to assets stlll  held at Y ear-cnd 28 61 89
Purchases sales, setllements -pet ‘ o "_. ”-:n ___- -_ ] B 4 T 79 H ui?{ ;8‘}
Transfers into or out of Level 3 _ — 3 5
Balance at December 31, 2021 S ) - j ‘__ 3 216 § 319 1§ = iiEef535
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Other Postretivement Benefits Plans

A summary of the fair value of other postretirement benefits plan assets at December 31, 2021 and 2020, is as follows:

Quoted prices

in active
markets for Other
identical observable  Unobservable
assets inputs inputs
(In milliqpﬁ) i o S Total (Level 1) (Level 2) (Level 3)
2021 L L _ RAENE TR Vit
Cash equivalents $ 18 38 — & —
R S U UV . - [
Common collective and other trusts measured al net asset e I
value ) L 16 o P E AR,
Total other postretirement benefits plan assets § 19 % 3 8 — 5 —
Quoted prices
in active
markets for Other
identical observable  Unobservable
assets inputs inputs
(In millions} Total (Level 1) (Level 2) (Level 3)
- : Tt e T : B EE
2020 o S . : DO 5 iy
Cash equivalents i 7 o 3 3 8 38 — § —
Common collective and other trusts measured at net asset : ’ E ;i' EF ! }
value ) _ . 17 [ _u;?.!@;
"T'otal other postretirement benefits plan assets $ 20 3 31 % — § —

Valuation Methodologies

Following is a description of the valuation methodologies used for pension and other postretirement bencefits plan assets
measured at fair value. There have been no changes in the methodologies used at December 31, 2021 and 2620.

Comnion colfective and other trusts - Valued at the net unit valuc of units held by the trust at year end. The unit value is
determined by the total value of fund assets divided by the total number of units of the fund owned. The ¢quity investments
in collective trusts are predominantly in index funds for which the underlving securities are actively traded in public markets
based upon readily measurable prices. The investments in other trusts are predominantly in exchange traded funds for which
the underlying securities are actively traded in public markets bascd upon readily measurable prices. Common collective and
other trusts measured at fair value using the net asset value per share practical expedient have not been categorized in the
fair value hierarchy and are being presented in the tables above to permit a reconciliation of the fair value hierarchy io the
total plan asscts.

Fixed income securities - These securities consist of publicly traded United States and non-United States fixed interest
obligations (principally corporate and government bonds and debentures). The fair value of corporate and government debt
sccurities is determined through third-party pricing models that consider various assumptions, including time value. vield
curves, credit ratings, and current market prices. The Company verifies the results of trustees or custodians and evaluates the
pricing classification of these securities by performing analvses using other third-party sources.

Equity securities - These securitics consisl of comingled funds and direct investments consisting of the stock of publicly
traded companies. Such investments are valued based on the closing price reported in an active market on which the
individual securitics are traded.

United States treasuries - Valued at the closing price of each security.

Bank loans - These sccurities consist of senior secured term loans of publicly traded and privately held United States and
non-United States floating rate ebligations (principally corporations of non-investment grade rating). The fair value is
determined through third-party pricing models that primarily utilize dealer quoted current market prices. The Company
verifies the results of trustees or custodians and evaluates the pricing classification of these securities by performing
analyses using other third-party sources.
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Real estate - Consists of direct investments in the stock of publicly traded companies and investments in pooled funds that
invest dircctly in real estate. The publicly traded companies are valued based on the closing price reported in an active
market on which the individual securities are traded and as such are classitied as Level 1. The pooled funds rely on
appraisal-based valuations and as such are classified as Level 3.

Cash equivalents - Primarily certificates of deposit, commercial paper, and repurchase agreements.
Lxchange traded funds - Valued at the closing price of the exchange traded tund's shares.

Money market funds - Money market funds measured at fair value using the net asset value per share practical expedient
have not been categorized in the fair value hierarchy and are being presented in the tables above to permit a reconciliation of
the fair value hierarchy to the total plan assets.

Other - These asscts consist of private equity, privale debt, insurance contracts primarily for international plans, futurcs
contracts, and over-the-counter options. Investments in private equity and private debt are valued at net asset value or
estimated fair value based on quarterly tinancial information received from the investment advisor, third party appraisal or
general partner. These estimates incorporate factors such as contributions and distributions, market transactions, market
comparables and performance multiples. Futures contracts and options are vatued based on the closing prices of contracts or
indices as available using third-party sources.

For additional information regarding fair value measurements, sce Noic 14.

Defined Contribution Plans

‘The Company has various defined contribution benefit plans. primarily consisting of the plans in the United States. The total
contributions related 1o these plans are charged to expense and are as follows:

(In millions)

2021 T T s

2020 111

- B o o0 ) Ty S HENN T4

2019 . L SR ITIEL
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Note 10. COMMITMENTS AND CONTINGENCIES
Legal Contingencies

Lzaton is subject to a broad range of claims, administrative and legal proceedings such as lawsuits that relate to contractual
allegations and indemnity claims. tax audits. patent infringement. persenal injuries. antitrust matters, and employment-retated
matters. Eaton is also subject to asbestos claims from historic products which may have contained asbestos. Insurance may
cover some of the costs associated with these claims and proceedings. Although it is not possible to predict with certainty the
outcome or cost of these matters, the Company believes they will not have a material adverse effect on the consolidated
tinancial statements.

Environmental Contingencies

Eaton has established policies te ensure that its operations are conducted in keeping with good corporate citizenship and
with a positive commitment to the protection of the naturat and workplace environments. The Company requires that its
businesses be certified to SO 14001, an internationa! standard for environmental management systems. The Company routinely
reviews EHS performance at each of its manufacturing facilities and continuously strives to improve its environmental
foolprint. including carbon, waste. water and related operational protiles consistent with our sustainability goals.

Eaton is involved in remedial response and veluntary environmental remediation at a number of sites, including certain of its
currently-owned or formerly-owned plants. The Company has also been named a potentially responsible party under the United
States federal Superfund law. or the stale equivalents thereof, at a number of disposal sites. The Company became involved in
these sites as a result of government action or in connection with business acquisitions. At the end of 2021, the Company was
involved with a total of 115 sites worldwide, including the Superfund sites mentioned above, with none of these sites being
individually significant to the Company.

Remediation activities. generally involving soil and/or groundwater contamination, include pre-cleanup activities such as
fact finding and investigation, risk assessment, feasibility study. design and action planning. performance (where actions may
range from monitoring, to removal of contaminants, to installation of longer-term remediation systems), and operation and
maintenance of a remediation system. The extent of expected remediation activities and costs varies by site. A number of
factors affect the cost of environmental remediation, including the number of parties involved at a particular site, the
determination of the extent of contamination, the length of time the remediation may rcquire, the complexity of environmental
regulations, and the continuing advancement of remediation technology. Taking these factors into account, Eaton has estimated
the costs of remediation. which will be paid over a period of vears. The Company accrues an amount on an undiscounted basis.
consistent with the estimates of these costs, when it is probable that a liability has been incurred. Actual results may differ from
these estimates. At December 31, 2021 and 2020, the Company had an accrual totaling $99 million and $103 million,
respectively, for these costs. : ’ - B -

Based upon Eaton's analysis and subject to the difficulty in estimating these future costs, the Company expects that any sum
it may be required to pay in connection with environmental matters is not reasonably possible o exceed the recorded liability
by an amount that would have a material etfect on its financial position, results of operations or cash flows,

Warranty Accruals

Product warranty accruals are established at the time the related sale is recognized through a charge to Cost of products sold.
Warranty accrual estimates are based primarily on historical warranty claim experience and specific customer contracts.
Provisions for warranty accruals are comprised of basic warranties for products sold, as well as accruals for product recalls and
other cvents when they are known and estimable. A summary of the current and long-term warranty accruals is as follows:

(Inmillions) L o o o 2021 2020 2019
Balance at January 1 S i .5 151 § 187 _$ L]LJIZ.G
Provision 63 100 204
UGN S o o bR
Cseled () 30§ 513107
. Warranty accruals from business acquisitions and other o 21 o2 ] (2)
[ ‘Warranty accruals reclassified to held forsale — (8) . P ﬁ;.’ %(1‘363‘
Balance at December 31 $ 125 % 151§ 187
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Note 11. INCOME TAXES

Eaton Corporation plc is domiciled in [reland. Income (loss) before income taxes and income tax (benefit) expense are
summarized below based on the geographic location of the operation to which such earnings and income taxes are attributable.

Income (loss) before income taxes

([n millions) ) N 2021 2020 2019
Ireland Lo s s e
Foreign 2.743 1.878 2,792
Total income before incomertg\x:’;s - ‘_ ’ ) ) $ - 2896 § 1,746 -$  Lif2ls911
Income tax expense (benefit)
(In millions) 2021 2020 2019
Cument ) T T i f"“

Ireland $ 5 3 15 §

Forcign - Coam ;f’f.“,nlﬂ
I'olal current mcomc tax expensc L ) . 780 450 436
. O b TR

Decferred

eland o _ @ 7 o = S

l*crengn o R (28) (125 (61)
Total deferred income tax expense (bencfit) o (30) (125) 1. s hilslG8)
Total income tax expense $ 750 % 331§ 378

Reconciliations of income taxes from the Ireland national statutory rate of 23% to the consolidated effective income tax rate
arc as follows:

) e o 2021 2020 2019
‘Income taxes at the applicable statutory rate o i o 250 % 25.0 % l ii}?.Sl(_)!f/g
Ireland operations 7. o 7 S ) o ) . m. - B ) v, . i # ! 1”‘ i
- Ireland ax on trading income S o (0.7)% 02)% (1.0)%
'Nondeductible i interest expense S i o 0.6 % 27% 'y ii' ' 5‘9"?

Ircland Other - net 0.2)% 04 % 0.1 %

e D e L THEE

E'OI'CJEH operatlons

Tax impact on saleofbusmesses‘ D _ ] -- 7 -91% 39 % ‘ 3 ’:IEE;IEE/E
l.arnmgs taxed at olhcr lhan thc appllcablc statulory lax rale (8.0)% (14.0)% (14.8)%
DOmeriems T T ew e | TBTEIER
Worldu lde opei'atmnsh' i - ;i_-ji i . _ ﬁ T ~-—“— j___ 7; 7 7 ) ' I‘ : ﬁn}i Eﬁ
Adjuslments to tax liabilities 02 % (0.6)% (0. 5)%
Adjustments to valuation allowances T —e%  02% JH06H%
Effective income tax expense rate 259% 19.0 % 146 %

During 2021. income tax expense of $750 million was recognized (an effective tax rate of 25.9%) compared to income tax
expense of $331 million in 2020 (an effective tax rate of 19.0%) and income tax expense of $378 million in 2019 (an effective
tax rate of 14.6%). The increase in the effective tax rate from 19% in 2020 t0 25.9% in 2021 was primarily due to the 1ax
expense on the gain Irom the sale of the Hydraulics business in 2021 discussed in Note 2. The increase in the eflcctive tax rate
from 14.6% in 2019 to 19.0% in 2020 was primarily due o the tax expense on the gain from the sale of the Lighting business in
2020 discussed in Note 2, partially offset by a tax benefit on the restructuring charges discussed in Note 16.
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No provision has been made for income taxes on undistributed earnings of foreign subsidiaries of approximately $29.9
billion at December 31, 2021, since it is the Company's intention to indefinitely reinvest undistributed earnings of its foreign
subsidiaries, The Company expecis to deploy capital to these markets which offer particularly aitractive growth opportunities.
The cash that is permanently reinvested is tvpically used 10 expand operations either organically or through acquisitions, It is
nol practicabic to estimate the additional income taxes and applicable withholding taxes that would be pavable on the
remittance of such undistributed earnings.

Worldwide income tax payments. net of tax refunds. are as follows:

(In mil_1i9n5)

2021 _ o o ) o RRSuin
2020 . e e . . " 391
2019 - l EE RIS

Deferred Income Tax Assets and Liabilities
Components of noncurrent deferred income taxes are as follows:

December 31

2021 2020
Noncurrent Noncurrent
assets and asscts and
(]nmnllmns) o o : L L liabilities liabilities
"Accruals and other ad]ustmentsv ) o o ) ) R
Employee benefits o o o i N F 348 8
; Depreciation and amom'zauoh L ) * wﬁr ’ A i ) o 7‘ _ ‘ . (l .087) :
Other accruals and adjustments ] 7 385
Ireiand income tax loss carr)fonva:d; o _—i_wli i M. ‘/ ; i‘_d“ o i ‘ i
Foreign income tax loss carryfor\\ards o _ L L oo .
Foreign income tax credit carryforwards -~ © T 263 l
Valuauon ulluwancc fori mncome tax loss and income tz ta\: credn carryfomards L (3 139)
Olher valuatlon allo\wances ) ) o ) (65) . '
Total deferred income taxes . ‘ : (167) )
Deferred income taxes reported as held for sale S " - ‘ ‘-— . ‘
Deterred income taxes $ (167) $ 149

In 2021. the Company recorded an increase of $1.5 billion in its deferred tax assets for foreign income tax loss
carryforwards related to a tax deductible statutory adjustment in Luxembourg. The Company also recorded a corresponding
increase in its valuation allowance for income tax loss carryforwards. since it does not believe that it is more likely than not that
the net operating loss is realizable, resulting in no impact to the Consolidated Statements of Income.
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At December 31, 2021, Eaton Corporation ple and its foreign subsidiaries had income tax loss carryforwards and income tax
credit carryforwards that are available to reduce future taxable income or tax liabilities. These carryforwards and their
respective expiration dates are summarized below:

2022 2027 2032 2037 Not
through  through  through through subjectto  Valuation
(in mlfhons) L o 2026 2031 2036 2046 cxpiration  allowance
Ireland income tax loss carryforwards .8 — 8 —8% — 8 — §.  gigdpu]
Ireland deferred income tax assets for income tax loss
carryforwards — — — — 1 (1)
- - : T - - - - == T 1 :‘ = “ 1
Foreign income tax loss carryforwards 363 7335 7061 299 2,301 A 1iiiEd
Foreign deferred income tax assets for income tax Ioss
camlomards B 60__ _ §70 B l,7§8 o 84 ‘ 56_0_ . (2 982)
Foreign deferred income tax assets for income tax loss ) 'f :’“imi
carryforwards after ASU 2013-11 ) a7 _ 668 1,768 84 560 1| (2 982)
E-ormgn income tax crcdll carry foma.rds_“ . o 5() o183 55 4 30 (136
Foreign income tax credit can'yforwa.rds after ASU 1 ’f : SRE 1}
2013-11 T ‘ .. 18 146 55 0 4 30 ;1 { 136)

Recoverability of Deferred Income Tax Assets

Eaton is subject to the income tax laws in the jurisdictions in which it operates. In order to determine its income tax
provision for financial statement purposes. Eaton must make significant estimates and judgments about its business operations
in these jurisdictions. These estimates and judgments are also used in determining the deferred income 1ax assets and liabilities
that have been recognized for differences between the financial statement and income tax basis of assets and liabilities, and
income tax loss carryforwards and income tax credit carryforwards.

Management evaluates the realizability of deferred income tax assets for each of the jurisdictions in which it operates. [f the
Company experiences cumalative pre-tax income in a particular jurisdiction in the three-vear period including the current and
prior two vears. management normally concludes that the deferred income tax assets will more likely than not be realizable and
no valuation aliowance is recognized. unless known or planned operating developments. or changes in tax laws, would lead
management to conclude otherwise. However, if the Company experiences cumulative pre-tax iosses in a particutar jurisdiction
in the three-year period including the current and prior two years. management then considers a series of factors in the
dctermination of whether the deferred income tax assets can be realized, These factors include historical operating results,
known or planned operating developments, the period.of time over which certain temporary differences will reverse,
consideration of the utilization of certain deferred income tax lizbilities, tax law carryback capability in the particular country,
prudent and feasible tax planning strategies, changes in tax laws, and estimates of future earnings and taxable income using the
same assumptions as those used for the Company’s goodwill and other impairment testing. After evaluation of these factors, if
the deferred income tax assets are expected to be realized within the tax carryforward period allowed for that specific country.
management would conclude that no valuation aliowance would be required. To the extent that the deferred income tax assets
exceed the amount that is expected to be realized within the tax carryforward period for a particular jurisdiction. management
would establish a vatuation allowance.

Applying the above methodology, valuation allowances have been established for certain deferred income tax assets lo the
extent they are not expected 1o be realized within the particular tax carryforward period.

58

16.06.2022 kl 14:34 Brgnngysundregistrene Side 73 av 122



Brgnngysundregistrene Arsregnskap regnskapsaret 2021 for 983748384

Unrecognized Income Tax Benefits

A summary of gross unrecognized income tax benefits is as follows:

(In millions) _ e 2021 2020 2019
Balance at Januar;' 1 T . ‘ 8 103 5 1,001 :$ sf:’leg_l_gﬂ
Increases and decreases as a result of pasitions taken during prior vears
Transfers from \'a!ugtion:allow;\ncés - _7—_ _ B y ) - _ R i . 6 — i ?!g"‘ :f:S
Other increases, including currency translation 22 10 22
Other decre:;ses, inétudiné chrepEy uansiatl_on » - 7 Vv - - (‘Vl{i)) 7 B (10} { ; H 'é]*ﬁ)j‘
Increases related to acquired businesses 12 7 —
{nc—rease.s_ as aresult of b-sti.t.i;)rg-_s-le_xllzén ail;ipg.ﬁlé:cu.n{em_;v—ear - _ B ) i ) o 7;» R k58V . 1 1{ ni '2:}1:93
Decreases relating to settlements with tax authorities (11) (26) (16)
Decreases as aresult of a lapse of the api)ljcat;le_ s';atutc:ofilirmilaﬁons_ 7 _ﬁ o (lbi ' @’ ; -H '.'r(?sl
Balance at December 31 $ 1120 % 1036 % 1,001

Eaton recognizes an income tax benefit from an uncertain tax positien only if it is more likely than not that the benefit would
be sustained upon examination by taxing authoritics. based on the technical merits of the position. The Company evaluates and
adjusts the amount of uarecognized income tax bencfits based on changes in facts and circumstances. The Company does not
enter into any of the United States Internal Revenue Service (IRS) Listed Transactions as set forth in Treasury Regulation
1.6011-4,

If all unrecognized income tax benefits were recognized, the net impact on the provision for income tax expensc would be
$755 million.

As of December 31, 2021 and 2020, Eaton had accrued approximately $128 million and $110 million, respectively. for the
payment of worldwide interest and penalties, which are not included in the table of unrecognized income tax benefits above.
L:aton recognizes interest and penalties related to unrecognized income tax benefits in the provision for income tax expense.

The resolution of the majority of Eaton's unrecognized income tax benefits is dependent upon uncontrollable factors such as
the timing of finalizing resolutions of audit disputes through reaching settlement agreements or concluding litigation, or
changes in law. Therefore, for the majority of Eaton’s unrecognized income tax benefits, it is not reasonably possible to
estimate the increase or decrease in the next 12 months. For each of the unrecognized income tax benefits where it is possible o
estimate the increasc or decrease in the balance within the next 12 months: the Company does not anticipate any significant
change.

The Company belicves that the final resolution of all the assessments discussed below will not have a material impact on its
consolidated financial statements. The ultimate outcome of these matters cannot be predicted with certainty given the complex
nature of tax controversies. Should the ultimate outcome of any one of thesc matters deviate from our reasonable cxpectations,
they may have a matertal adverse impact on the Company’s consolidated financial statements. However, Eaton believes that its
interpretations of tax laws and application of tax laws to its facts are correct, and that its accrual of unrecognized income tax
benelits is appropriate with respect to these matters.

Eaton or its subsidiaries file income tax returns in Ireland and many countries around the world. With only a few exceptions,
including the tax vears in Brazil and the United States discussed below, Eaton and its subsidiaries are no longer subject to
cxaminations for years before 2014.
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Brazil Tax Years 2005-2012

During 2010, the Company received a tax assessment, which included interest and penalties. in Brazil for the tax vears 2005
through 2008 that relates to the amertization of certain goodwill generated from the acquisition of third-party businesses and
corporate reorganizations. In 2018, the Company received an unfavorable result at the final tax administrative appeals level. In
August 2021, the Company was notified of a recalculation from an original alleged tax deficiency of $23 million plus
$65 million of interest and penalties to a revised alieged tax deticiency ot $30 million plus $97 million of interest and penaities
(translated at the December 31, 2021 exchange rate). During 2014, the Company received a tax assessment. which included
interest and penalties, for the 2009 through 2012 tax vears (primarily relating 10 the same issues concerning the 20035 through
2008 tax years). In November 2019, the Company received an unfavorable result at the final tax administrative appeals level,
resulting in an alleged tax deficiency of $25 million plus $90 million of interest and penalties (translated at the December 31,
2021 exchange rate). The Company is challenging both of the assessments in the judicial system. Challenges in the judicial
svstem are expected to take several vears to resolve and require provision of certain assets as security for the alleged
deficiencies. As of December 31. 2021, the Company pledged Brazilian real estate assets with net book value of $18 miltion
and provided additional security in the form of three separate bonds totaling $96 million and a cash deposit of $17 million
{translated at the December 31, 2021 exchange rate).

United Statcs Tax Disputes

The United States Internal Revenue Service (IRS) typically audits large corporate taxpayers on a continuous basis, generally
resulting in many open tax years if there are disputed tax positions upon completion of the audits. The IRS has completed its
cxamination of the consolidated income tax returns of the Company’s United States subsidiaries (Eaton US) for 2005 through
2016 and the statuses of the various tax vears are discussed below. The IRS has challenged certain tax positions of Eaton US,
and the Company is attempting to resolve those issues in litigation and the IRS administrative process. as described in more
detail below. The IRS is currently examining tax years 2017 through 2019, and the statute of limitations for those vears is open
until December 31, 2024. Tax years 2020 and later are subject to futurc examination by the IRS. Income tax returns of states
and localities within the United States will be reopened to the extent of United States federal income tax adjustments, if any,
going back to 2005 when those audit years are finalized. The Eaton US tax positions challenged by the IRS are items that recur
beyond the tax vears for which the IRS has proposed adjustments. Eaton believes that its interpretations of tax laws and
application of tax laws to its facts are correct. However, it there is a final unfavorable resolution of anv of the issues discussed
below, it may have a material adverse impact on the Cempany’s consolidated financial statements.

U.S. Tax Years 2005-2006

In 2011, the IRS issued a Statutory Notice of Deficiency for Eaton US for the 2005 and 2006 tax years (the 2005-06 Notice).
which Eaton US contested in United States Tax Court. The 2005-06 Notice proposed assessments of $75-million in additional
taxes plus $32 million in penalties related primarily to transfer pricing adjustments for products manufactured in the Company's
facilities in Puerto Rico and the Dominican Republic and sold to affiliated companies located in the Uniled States. Eaton US
has set its transfer prices tor products sold between these affiliates at the same prices that Eaton US sells such products to third
parties as required by two successive Advance Pricing Agreements (APAs) Eaton US entered into with the TRS that governed
the 2003-2010 tax years. Eaton US has continued to apply the APA pricing methodology for 2011 through the current reporting
period. Immediately prior to the 2005-06 Notice being issued, the IRS sent a letter stating that it was retrospectively canceling
the APAs. The case in Tax Court involved whether the TRS improperly cancelled the APAs. On July 26, 2017, the Tax Court
issued a ruling in which it agreed with Eaton US that the IRS must abide by the terms of the APAs for the tax years 2005-2006.
The Tax Count’s ruling on the APAs did not have a material impact on Eaton’s consolidated financial statements. On May 24,
2021, the IRS filed a notice to appeal the Tax Court’s ruling to the United States Sixth Circuit Court of Appeals, and the
appellate process is anticipated to be ongoing in 2022, Tax years 2005 and 2006 remain open until this matter is resolved.
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U.S. Tax Years 2007-2010

In 2014, the IRS issued a Statutory Notice of Deficiency for Eaton US for the 2007 through 2010 tax vears (the 2007-10
Notice), which Eaton US contested in Tax Court. The 2007-10 Notice proposed assessments of $190 million in additional taxes
plus $72 million in penalties, net of agreed credits and deductions. The proposed assessments periain to: (i) the same transfer
pricing issues and APA for which the Tax Court has issued its ruling during 2017 as noted above; and (ii) the separate proposed
asscssment noted below. The Company believes that the Tax Court’s ruling for tax years 2005-2006 will also be applicable to
the 2007-2010 vears. Following the issuance of the Tax Court’s ruling. Eaton and the IRS recognized that the ruling on the
enforceability of the APA did not address a secondary issue regarding the transfer pricing for a certain rovalty paid from
2006-2010. Eaton US reported a consistent royalty rate for 2006-2010. The IRS has agreed to the rovalty rate as reported by
Eaton US in 2006. Although the IRS has not proposed an alternative rate, it has not agreed to apply the same royalty rate in the
2007-2010 vears.

The 2007-10 Notice also includes a separate proposed assessment involving the recognition of income for scveral of Eaton
US’s controlled forcign corporations. The Company believes that the proposed assessment is without merit and contested the
matter in Tax Court. In October 2017, Eaton and the IRS both moved for partial summary judgment on this issue. On February
25,2019, the Tax Court granted the IRS's motion for partial summary judgment and denied Eaton’s. The Company intends to
appeal the Tax Court’s partial summary judgment decision to the United States Sixth Circuit Court of Appeals. The total
potential impact of the Tax Court's partial summary judgment decision on the controlled foreign corporation income recognition
issue is not estimable until all matters in the open tax years have been resolved.

U.S. Tax Years 2011-2013

In 2018, the IRS completed its examination of Eaton US for tax vears 2011 through 2013 and has proposed adjustments,
including: (i) transfer pricing adjustments similar to those proposed in the 2005-06 and 2007-10 Notices for products
manufactured in the Company’s (acilities in Puerto Rico and the Dominican Republic and sold te affiliated companies located
in the U.S.; (ii) adjustments involving the recognition of income for several of Eaton US’s controlled foreign corporations.
which is the same issue included in the 2007-10 Notice described above and subject to litigation in Tax Court; (3ii) transfer
pricing adjustments for products manufactured in one of the Company’s facilities in Mexico and sold to atfiliated companies
located in the U.S,; and (iv) adjustments challenging the appropriate interest rate on intercompany debt and amount of
intercompany fees charged for financial guarantees on external debt. The Company is attempting to resolve certain of these
issues in administrative appeals. However, if acceptable resolutions are not achieved, the Company will vigorously defend its
positions through litigation. which if undertaken will likely take several years for final resolution. The statute of limitations on
these tax years currently remains open until December 31, 2022,

1.S. Tax Years 2014-2016 . -

in 2021, the IRS completed its examination of Eaton US for tax vears 2014 through 2016 and has proposed adjustments.
including: (i) transfer pricing adjustments similar to those proposed in the 2005-06 Notice, 2007-10 Notice, and in tax years
2011-2013 for products manufactured in the Company’s facilities in Puerto Rico, and the Dominican Republic and sold to
affiliated companies located in the U.S_; (ii) transfer pricing adjustments similar to those proposed in tax vears 2011-2013 for
products manufactured in cne of the Company’s tacilities in Mexico and sold to afTiliated companies located in the U.S.; and
(iii} adjustments similar to those proposed in tax years 2011-2013 challenging the appropriate intercst rate on intercompany
debt and amount of intercompany fees charged for financial guarantees on external debt. On November 29, 2021, the casc was
formally assigned to administrative appeals. and the Company will attempt to resolve certain of the issues in this administrative
forum. However, if acceptable resolutions are not achieved, the Company will vigorously defend its positions through litigation,
which if undertaken will likely take several years for final resolution. The statute of limitations on thesc tax years currently
remains open until December 31, 2022,
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Note 12. EATON SHAREHOLDERS' EQUITY

“There are 750 million Eaton ordinary shares authorized ($0.01 par value per share). 398.8 million and 398.1 miltion of
which were issued and outstanding at December 31, 2021 and 2020, respectively. Eaton's Memorandum and Articles of
Association authorized 40 thousand deferred ordinary shares (€1.00 par value per share) and 10 thousand preferred A shares
($1.00 par value per share), all of which were issued and outstanding at December 31, 2021 and 2020. and 10 million serial
preterred shares ($0.01 par value per share), none of which is outstanding at December 31. 2021 and 2020. At December 31,
2021. there were 10,447 holders of record of Eaton ordinary shares. Additionally. 14.835 current and former employees were
sharcholders through participation in the Eaton Savings Plan, the Eaton Personal Investment Plan. or the Eaton Puerto Rico
Retirement Savings Plan.

On February 27, 2019, the Board of Directors adopted a share repurchase program for share repurchases up 10 $5.0 billion of
ordinary shares (2019 Program). Under the 2019 Program, the ordinary shares are expected to be repurchased over time,
depending on market conditions. the market price of ordinary shares, capital levels, and other considerations. During 2021 and
2020. 0.9 million and 17.1 million ordinary shares. respectively. were repurchased under the 2019 Program in the open market
at a total cost of $122 million and $1.608 million. respectively. On February 23, 2022, the Board renewed the 2019 Program by
providing authority for up to $5.0 billion in repurchases to be made during the three-year period commencing on that date (2022
Program).

Eaton has deferral plans that permit certain employees and directors to defer a portion of their compensation. A trust
contains $4 million and $3 million of ordinary shares and marketable securities at December 31, 2021 and 2020, respectively, to
fund a portion of these liabilities. The marketable securities were included in Other assets and the ordinary shares were included
in Shareholders' equity at historical cost.

On February 23, 2022. Eaton's Board of Directors declared a quarterly dividend of $0.81 per ordinary share. a 7% increase
over the dividend paid in the fourth quarter of 2021. The dividend is payable on March 31. 2022 to shareholders of record on
March 11, 2022.

Comprehensive Income (Loss)

Comprchensive income (loss) consists primarily of net income, currency translation and related hedging instrumenis,
changes in unrecognized costs of pension and other postretirement benetits, and changes in the effective portion of open
derivative contracts designated as cash flow hedges. The following table summarizes the pre-tax and after-tax amounts
recognized in Comprehensive income (loss):

2021 2020 2019
{In mllhons) Pre-tax Aﬂer-ta\c Pre-tax  After-tax  Pre-tax

‘Currencv translation and re[ated hedgmg mstmments
Gain {loss) [rom currency translation and related hedgmg
instruments $ (335) 8 (339) 8 154 § 164 § 15 §
Translation reclassified to earmngs o “ _- . 369 _ 369 37 .37 )
34 30 191 201 15

T o o3
i

Pcnsnons and mher p(:stretlrcmcm beneﬁls

" Prior service credlt (cos—t);z{nsvl;g‘a:lr;lg {l;e \:ea‘r«i:wr . ) ‘ ) 7 (i) T (l) (j) (~1) : (2) l_; 1(2)
Net gain (loss} arising during the year 448 337 (263) (203) (294) (232)
Currency translation 2 19 @ @n ey
Other —_ - (2) )

Amortization of actuarial loss and [ prlor sé:r'\;lcichc;sz-v T l - o ;> : r i
reclassified to earnings ) . 183 140 221 169 148 i 117
654 495 (93) (73) (164) (130)

) . ) A 14T

Cash flow hedges B S o
Gain (loss) on. denvatues dcsagnated as. cash ﬂow hedges 30 39 (60) @7 ;(,53)~ L, ﬂ(gj)'
Changes in cash flow hedges reglassnhcd 10 earnings o (3) (2) 17 14 (5 (4)

7 o 47 37 (43 (33 (38) T30
Other comprchensive income (loss) attributable to Eaton
ordinary sharcholders $ 735 § 562 $§ 55 § 95 § (187) § (145
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The changes in Accumulated other comprehensive loss are as follows:

Currency Pensions and
translation and other
related hedging  postretirement Cash flow
(In millions) R o o instruments benefits hedges Total
"Balance at January 1, 2021 ~ $ (2,647) § (1,481) § 67 8¢ - Vi{d:i95)
Other comprchenswc income (loss) before
reclassifications (339) 355 39 55
Amounts reclassified from Accumulaied other™ =~ 7 T T ’ H :U 1
comprehensive loss (inceme) 369 140 5L E', 307
Net current-period Other comprehensive
incnmc_ S N 30 493 37 562
Balance at December 31,2021 ) 5 {2.617) § {986) § (30) $i “3(3:633)

The reclassifications out of Accumulated other comprehensive loss are as follows:

Consolidated Statements of

(In millions} i o _ __ . _December3l1. 2021 Income classiﬁcalion
Currency translauon Iosses o ) o . el
Salc of business $ (369) Gam on sale of busmesses
Tax benefit ; ) . = R
Total. net of tax ) ] (369)

- ‘. ! . 7 . N —. . .l J(‘H'E

Amonrtization of defined benefits pension and other
postretirement benefits items

Actuarial loss and prior serwce-cosl ) T vr- o 7(>18‘37)7 >_1 ' 1‘_“{1 5’]
Tax benefit X o 43 3 )
Total, net of tax . 40 IR UE  Aits
Gains and (losses) on cash flow hedges T T 00 0T TR T i
- Net sales and Cost of products
Currcncy exchange contracts (6) sold
Commodity con_ggacls “ N . B V_’. S ) o o 9 Coslofproducls]sold*jRf—mg
Tax expense Q]
Total netoftx 3y echilied
Total reclassifications for theperlod ) . ~ ] s 507) T l : fi!ﬁ]

"“These components of Accumulated other comprehensue loss are included in Lthe computation of net periodic benefit cost. See Note 9 for
additional information about defined benefits pension and other postretirement benefits items.
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Net Income Per Share Attributable to Eaton Ordinary Shareholders

A summary of the calcufation of net income per share attributable to Eaton ordinary shareholders is as follows:

(In millions except for per share data) o 2021 2020 2019
Net income altributable Lo Ealon ordmm‘y shareholdcrs S A § 2,144 § 1410 ‘§  fdi20iad
Weigﬁled-a-ver;ge m;mber of: ordi}lar}' shé:rés outstﬁﬁdi_ng - ;i_ilﬁ@gd -_ _H” ‘7 : ~ ) 4016 ' "404.0 —! ;]ﬁ@}
Less dilutive cflect _ofequn) based compensagqu_ o L 2.9 1.8 1.8
Welghled-average number of ordlnary shares outstandmg basxc o 3987 4022 | [l i8140d
Net income per share attributable:tc} Eaton orEiﬁéry?h&eh_ofcie& o .. i o o i : ‘?
Diluted o S S 5‘34, 5 349 3§
Basic = S o ) 5:38 o351

In 2021, all stock options were included in the calculation of diluted net income per share attributable 1o Eaton ordinary
sharcholders because they were all dilutive. In 2020 and 2019, 0.6 million and 0.8 million of stock options, respectively, were
excluded trom the calculation of diluted net income per share attributable to Eaton ordinary sharcholders because the exercise
price of the options exceeded the average market price of the ordinary shares during the period and their effect, accordingly,
would have been antidilutive.

Note 13. EQUITY-BASED COMPENSATION

Eaton recognizes equity-based compensation expense based on the grant date fair value of the award. Awards with service
conditions or both service and market conditions are expensed over the period during which an emplovee is required to provide
service in exchange for the award. Awards with both service and performance conditions are expensed over the period an
employee is required to provide service based on the number of units for which achievement of the performance objective is
probable. The Company estimates forfeitures as part of recording equity-based compensation expense.

Restricted Stock Units and Awards

Restricted stock units (RSUs) and restricted stock awards (RSAs) have been issued to certain employees and directors. The
fair value of RSUs and RSAs are determined based on the closing market price of the Company's ordinary shares at the date of
grant. The RSUs entitle the holder to receive one ordinary share for each RSU.upon vesting, generally over three years. RSAs -
are issued and outstanding at the time of grant, but remain subject to forfeiture until vested, generally over ten vears. A
summary of the RSU and RSA activity for 2021 is as follows:

Number of restricted Weighted-average fair

(Restricted stock units and awards in millions) __ _stockunits and awards_ value per unit and award
Non-vested at January 1 ) o e L5 8 o] k{8505
Granted 0.6 132.69

Vested E e SO O 1 17 1
Forteited (0.1) 105.68
Nor-vested at Deccmber3i ~ ) T .‘- o ‘_ . N - “ ) 13 % b Abioassd

Information related to RSUs and RSAs is as follows:

(In millions) o 3 o L 2021 2020 2019
Pre-tax expense for RSUs and RSAQ o 7_ T 61 § 58 $f u‘ ﬂm 5'7]
Afler-tax expense | for RSUs and RSAs_ ) 48 46

.Fair Value of vested RSUS and RSAs T o e 92 -75 i 11: 3]6-3

As of December 31, 2021. total compensauon expense not vet recogmzed related 10 non-vested RSUs and RSAs was $82
million, and the weighted-average period in which the expensc is expected to be recognized is 2.7 vears. Excess tax bencfit for
RSUs and RSAs totaled $5 million. $2 million and $3 million for 2021, 2020, and 2019, respectively.
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Performance Share Units

Performance share units (PSUs) have been issued to certain employees that vest based on the satisfaction of a three-ycar
service period and total sharcholder return retative to that of a group of peers. Awards earned at the end of the three-year
vesting period range from 0% to 200% of the targeted number of PSUs granted based on the ranking of total sharcholder return
of the Company. assuming reinvestment of all dividends, relative to a defined peer group of companies. Equity-based
compensation expense for these PSUs is recognized over the period during which an emplovee is required to provide service in
exchange for the award. Upon vesting, dividends that have accumulated during the vesting period are paid on earned awards.

The Company uses a Monte Carlo simulation to estimate the fair value of PSUs with market conditions. The principal
assumptions utilized in valuing these PSUs include the expected stock price volatility (based on the most recent 3-year period
as of the grant date) and the risk-free interest rate (an estimate based on the vield of United States Treasury zero coupon bonds
with a three-year maturity as of the grant date). A summary of the assumptions used in determining fair value of these PSUs is
as follows:

) ) B R _ 2021 2020 2019
Expected volatility ) ) L 35% 21% | °jhigiee
Risk-free mleresl rate 0. 20 % 1.16 % 242 %

- S - ‘ IR
Weighted-average fair value of PSUs granted o o 5 159 4 S 121.01 _$} }1?2 30¢ i :
A summary of these PSUs that vested is as follows:
(Pefl"ormgnce shfm? u{l_ils ir! fr.\irllicr)rjs}r o N 2021 2020 2019
Percent payout e o 189 % 178 % | P10
Shares vested 0.5 04 03
A summary of the 2021 activity for these PSUs is as follows:
Number of
performance Weighted-average fair

(Performance share unus in milllons] share units

value per unit

Non-vested at January 1 05 3 } li-il ,,7

Granted' 0.2 159.74

- Tt T T - - - il
Adjusted for performance results alchieved;Z 0.2 r ! 155?)
Vested {0.5) 92 50
. _ R . . e ; Cp T
Forfeited . o — i i aﬁ e
Non-vested at December 31 04 § 139.00

' Performance shares granted assuming the Company will perform at target relative to peers.

? Adjusiments for the number of shares vested under the 2019 awards al the end of the three-year performance period ended December 31,
2021, being higher than the target number of shares.

Information related to PSUs is as follows:

(Inmilliens) e i 2021 2020 2019
.Pre-tax expense forPSUs ) ) s %S 25 "1 2l_j
After-tax expense for PSUs 21 20

As of December 31, 2021, total compensation expense not vet recognized related to non-vested PSUs was $3 1 million and
the weighted-average period in which the expense is to be recognized is 1.8 vears. Excess tax benelfit for PSUs totaled $6
million. $3 million and $1 million for 2021. 2020. and 2019. respectively.
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Stock Options

Under various plans, stock options have been granted to certain employees and directors to purchase ordinary shares at
prices equal to fair market value on the date of grant. Substantially all of these options vest ratably during the three-year period
following the date of grant and expire 1 vears from the date of grant. Compensation expense is recognized for stock options
based on the fair value of the options at the date of grant and amortized on a straight-line basis aver the period the employee or
dircctor is required to provide service.

The Company uses a Black-Scholes option pricing model to estimate the fair value of stock options. The principal
assumptions utilized in valuing stock options include the expected stock price volatility (based on the most recent historical
period equal to the expected life of the option); the expected option life (an estimate based on historical experience): the
expected dividend yield; and the risk-free interest rate (an estimate based on the vield of United States Treasury zero coupon
with a maturity cqual to the expected life of the option). A summary of the assumptions used in determining the fair value of
stock options is as follows:

‘ _ . o B _ 2021 2020
Expected volatility 28 % 4% |
Expected option life in years 6.5 6.6
- - - ~ - MR £ o dec:
Expected dividend yield B 3.0 % 12% | ofila2 21%‘
Risk-free interest rate o 0010 L5% 0.51t0 1.5% I 9 to 2 6%
Weighted-average fair \alue of‘stoek Opuons gramed o 3 2611 $ 15.35 Si ! 4,08 jq
A summary of stock option activity is as follows:
Weighted-average
Weighted-average remaining Aggregate
exercise price per contractual lite intrinsic
(Opticns in millions) o option Options in years value
Qutstanding at Januarvl 202] o 8 7693 36 _ I b f f“’}
Granied Lm0
' Exercised | , H 09 BN
Forleited and canceled - -
v - T T = T o T Sm—— - o L "*’E“F\"‘H?‘L
Oulstandmg at December31 2021 -8 85 34 32 o 63 $:a°2719
Eiercisabie al December 312021 8 T mam T ai T T 54T S[iEE)
Reserved for future grants at December 31, 2021 22.4

The aggregate intrinsic value in the table above represents the total excess of the $172.82 closing price of Eaton ordinary
sharcs on the last trading day of 2021 over the exercisc price of the stock option. multiplied by the related number of options
oulstanding and exercisable. The aggregate intrinsic value is not recognized for financial accounting purposes and the value
changes based on the daily changes in the fair market value of the Company’s ordinary shares.

Information related to stock options is as follows:
(In miliions) B A . ) 2021

2020

"Pre-tax expense for stock options o 7 - $ 14 5
Afler-tax expense for stock options o 11
Praceeds from stock options exercnscd“ ) o : o h o . 63
Income tax benefit related to stock options ¢ e\crclscd

Tax benefit classified in operatma activities in the Consolidated

. Statements of Cash Flows o ) B

Intrinsic value of stock opllons c\:ercnsed ) 69

Total fglr value of stock options vested ) i .3 14 3

Stock options exercised . ' 0.9 [ hﬂ d_j

As of December 31, 2021, total compensation expense not yet recognized related to non-vested stock options was $11
million, and the weighted-average period in which the expense is expected to be recognized is 1.8 vears.
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Note 14. FAIR VALUE MEASUREMENTS

Fair value is measured based on an exit price, representing the amount that would be received to sell an asset or paid to
satisfy a liability in an orderly transaction between market participants. Fair value is a market-based measurement that should
be determined based on assumptions that market participants would use in pricing an asset or liability. As a basis for
considering such assumptions. a fair value hierarchy is established, which categorizes the inputs used in measuring fair value as
follows: (Level 1) abservable inputs such as quoted prices in active markets; (Level 2) inputs, other than the quoted prices in
active markets. that are observable either directly or indirectly: and (Level 3) unobservable inputs in which there is little or no
market data, which require the reporting entity to develop its own assumptions.

A summary of financial instruments recognized at fair value, and the fair value measurements used. is as follows:

Quoted prices

in active
markets for Other

identical observable Unobservable

assels inputs inputs
{[n millions) o o ) o . i Total {Level 1) {Level 2) (Level 3)
2021 - , o SRR RIS
Cash ) B ) I S 297 % 297 § — 3 —
Short-term investments _ 271 271 — § '
Net dcrlvatlve contracts ) ) ) 4_1_ . — 4]7 ]
Contmgent consideration from acqunsmon of Green ! i )
Motion (Note 2) (57) — —41
2020 I ”__ —“ A”’W“ ) ,7 ; &
Cash U NP, . . 438 3 - .3
ShorHcrm mvcslments_" oL 664 ~ 664 —_ :, J
Net derivative contracts 31 — 31 —_

Eaton values its financial instruments using an industry standard market approach, in which prices and other relevant
information is gencrated by market transactions involving identical or comparable assets or liabilities.

Other Fair Value Measurements

Long-term debt and the current portion of long-term debt had a carrying value of $8.366 miliion and fair value of $9.232
million at December 31. 2021 compared to $8.057 million and $9.075 million, respectively, at December 3 1. 2020. The fair
valuc of Eaton's debt instruments was estimated using prevailing market interest rates on debt with similar creditworthiness.
terms and maturities and is considered a Level 2 fair value measurement.

Short-Term Investments
Eaton invests excess cash generated from operations in short-term marketable investments. Investments in marketable equity

sceurities are vatued at the closing price of the shares. All other short-term investments are at carrying value, which

approximates the fair value due to the short-term maturitics of these investments. A summary of short-term investments is as
follows:

December 31

(ln millions) L o e 2021 2020
“Time deposits and cemf'cates ofdeposn with banks N N . $ 21§ . i '_x‘ 1_68
Moncv markct mvcslmcnts 43 496
Inveslments in markcl;ablc equlty SC;J;.II:I(;CS 7 ) ) B B 7 I ﬁ 'ﬁi
Total short-term investments $ 271 $ 664
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Note 15. DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES

In the normal course of business, Eaton is exposed to certain risks related to fluctuations in interest rates, currency cxchange
rates and commodity prices. The Company uses various derivative and non-derivative financial instruments, primarily interest
rate swaps, currency forward exchange contracts, currency swaps and, commodity contracts (o manage risks from these market
fluctuations. The instruments used by Eaton are straightforward. non-leveraged instrumenis. The counierpartics to these
instruments are financial institutions with strong credit ratings. Eaton maintains contro! over the size of positions entered into
with any one counterparty and regularly monitors the credit rating of thesc institutions. Such instruments are not purchased and
sold for trading purposes.

Derivative financial instruments are accounted for at fair value and recognized as assels or liabilities in the Consolidated
Balance Sheets. Accounting for the gain or loss resulting from the change in the fair value of the derivative financial instrument
depends on whether it has been designated, and is effective, as part of a hedging relationship and, if so, as to the nature of the
hedging activity. Eaton formally documents all relationships between derivative financial instruments accounted for as
designated hedges and the hedged item, as well as its risk-management objective and strategy for undertaking the hedge
transaction. This process inctudes linking derivative financial instruments to a recognized assct or liability, specific firm
commitment, forecasted transaction, or net investment in a foreign operation. These financial instruments can be designated as:

*  Hedges of the change in the fair value of a recognized fixed-rate asset or liability, or the firm commitment to acquire
such an asset or liability {a fair value hedge): for these hedges, the gain or loss from the derivative financial
instrument, as well as the offsetting loss or gain on the hedged item attributable 10 the hedged risk, are recognized in
incomc during the period of change in fair value.

«  Hedges of the variable cash flows of a recognized variable-rate asset or fiability. or the forecasted acquisition of such
an assct or liability (a cash flow hedge); for these hedges. the gain or loss from the derivative financial instrument is
recognized in Accumulated other comprehensive income and reclassified to income in the same period when the gain
or loss on the hedged item is included in income.

*  Hedges of the currency exposure related to a net investment in a foreign operation (a net invesiment hedge); for these
hedges, the gain or loss from the derivative financial instrument is recognized in Accumulated other comprehensive
income and reclassified to income in the same period when the gain or loss related to the net investment in the foreign
operation is included in income.

The gain er loss from a derivative financial instrument designated as a hedge is classified in the same line of the
Consolidated Statements of Income as the offsetting loss or gain on the hedged item. The cash flows resulting from these
tinancial instruments are classified in operating activities on the Consolidated Statements of Cash Flows.

For derivatives'that are not designated as a hedge, any gain or loss is immediately recognized in income. The majority of
derivatives used in this manner relate to risks resulting from assets or liabilities denominated in a foreign currency and certain
commodity contracts that arise in the normal course of business.

Eaton uses certain of its debt denominated in foreign currency to hedge portions of its net investments in foreign operations
against foreign currency exposure (net investment hedges). Foreign currency denominated debt designated as non-derivative net
investment hedging instruments had a carrying value on an afier-tax basis of $2.880 million and $2.020 million at
December 3%, 2021 and 2020, respectively. See Note § for additional information about debt.

Interest Rate Risk

Eaton has entered into fixed-to-floating interest rate swaps to manage interest rate risk of certain long-term debt, These
intercst rate swaps are accounted for as fair value hedges of certain long-term debt. The maturity of the swap corresponds with
the maturity of the debt instrument as noted in the table of long-term debt in Note 8. Eaton also entered into several forward
starting floating-to-fixed interest rate swaps 1o manage interest rate risk on a future anticipated debt issuance.
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A summary of interest rate swaps outstanding at December 31. 2021. is as follows:

Fixed-to-Floating Interest Rate Swaps

{Notional amount in millions)

Notional Fixed interest Floating intcrest
amount rate received rate paid Basis for contracted tloating interest rate paid
‘s 100 8.10% 6.00% ) 1month LIBOR+590% :{ k[l
1.400 2.75% 0.69% _ 1 month LIBOR +0.58%
2000 368%  LIT% o " Umonth LIBOR+1.07% ] '1{516d]
25 7.63% 2.66% 6 month LIBOR + 2.48%
T s Taesm T TTamm T T Gmonmumor+2siw 5] TN
25 5.45% 0.46% 6 month LIBOR + 0.28%

Forward Stariing Floating-10-Fixed Interest Rate Swaps

(Notional amount in millions)

Notional Floating interest Fixed interest
amount ratc to be received rate to be paid Basis for contracted floating interest ratc received
$ T —% 3.00% 3month LIBOR +0.00% .| 4 ah)
50 % 3.06% A 3 month LIBOR +0.00%
50 % Toasew 3 month LIBOR +0.00% 1+ ot "3
50 —% 2.81% 3 month LlBOR + 0 00%
0 —% 2.64% " 3month LIBOR +0.00% 1 jﬂ'ﬁ}:ﬁ]
50 —%  264% . 3 month LIBOR -+ 0.00%
50 % 230% 3month LIBOR+0.00% -}
50 —% 2.08% 3 month LIB()R + 0 00%
50 =% 11% ~ " Imonth LIBOR +0.00% ., - |qki]R]
50 —% 151% 3 month LIBOR + 0.00%
N —% T 7T 1s0% T T S month LIBOR+0.00% | - TARITY
50 —% 1.20% 3 month LIBOR +0.00%
- T - T T ToT o - - = : o TV TR A MY TR
s —% 1.14% ] 3 month LIBOR +0.00% - |1 % 1 i)
50 —% 0.81% 3 month LIBOR +0.00%
Cs0 0 —% 1w 777 3monmLiBOR+000% | iR
50 —% 131% 3 month LIBOR +0.00%
50 —~% 071% _ 3monthLIBOR+0.00% | 4o
50 —% _ 078% ) 3 month LIBOR +0.00% ]
50 —% CoL% )  3month LIBOR +0.00% 1} - |3t
50 —% 1.76% 3 month LIBOR +0.00%
00 —% 175% " 3montLiBor+0.00% [ :ITHCT]
100 —% 1.83% 3 month LIBOR +0.00%
50 —% T Les% ] 3 month LIBOR +0.00% -] i gt
50 —% 1.56% 3 month LIBOR + 0.00%
50 % 166% i T 3month LIBOR+0.00% -] F{]ITT]
50 —% 1.69% 3 month LIBOR + 0.00%
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Derivative Financial Statement Impacts

The fair value of derivative financial instruments recognized in the Consolidated Balance Sheets is as follows:

Other Other Other Other
Notional  current  noncwrrent  current  noncurrent Type of
(In millions) o __amount assets assels labilities  liabilities hedge Term
‘December 31, 2021 S , - PRI
Derivatives designated as hedges
Fﬂed-tu-ﬂoalmg interest rate ’ ) T 8 momﬁ;{m?
swaps $180 8 22 § 29 § — 8 —  Fairvalue |} 13;¥cars’ 1_1
Farward starting floating-to-fixed
interest rate swaps 1,350 — 38 — 79 Cash ﬂcm Ilto 31 vears
Currency exchange cbnlracts . ‘ l,ﬁ i2 Y . '2v _lj 3 Cnsh ﬂow l‘tu 36 rﬁ‘glfﬁm‘—s:g
Commaodity contracts 50 2 — 1 —  Cash flow 1 to 12 months
Total T s als s 128 8 o TR
'Derivatives not designated as hedges B R 1
Currency cxchange contracts $5285 § 34 $ 9 1 10 12 months
Commodlty contracts T et 1 . - { i '?I“.éﬁﬂ"rﬁ—g
Total $ 33 $ 10
December 31, 2020
Derivatives dcsxgnated as hedges o B 7 : ? S
Fixed-to-floating interest rate 6 momhs to
swaps $2075 § 2 3 100 % — $ - Fair value 14 vears
Forward startmg ﬂoatmg-to-hxea oo ’ T 7 ; s f - :;F‘ r-w:j
interest rate swaps - ) %00 — _n — 108 Cash flow |2 0 32»)" ais |
Currency C\changc contracts 946 20 6 20 1 Cash flow l to 36 months
Commodltv conlracts B 7 24: 4 I — * Cashflow Jl;to‘tl?ir;:'thhgg
Total $ 26 3 123 % 20 % 109
N N - = e - .. L B0 BRAtE
. B s B 5 1
Dcrl\ atives not designated as hcdgcs
Currencx exchangeAcér{lr-a-ct‘s _-3—5‘5 227 $ -43-__ - .jf_——_j:l’ . R _l:}o:l—éiqomhs]
Commodity contracts 18 2 — | month
Tow T 7 s e s 3 Pl

The currency exchange contracts shown in the table above as derivatives not designated as hedges are primarily contracts
entered into to manage currency volatility or exposure on intercompany receivables, payables and loans. While Eaton does not
clect hedge accounting treatment for these derivatives, Eaton targets managing 100% of the intercompany balance sheet
exposure to minimize the effect of currency volatility related to the movement of goods and services in the normal course of its
operations. This activity represents the great majority of these currency exchange contracts. The cash flows resulting from the
settlement of these derivatives have been classified in investing activities in the Consolidated Statement of Cash Flows.

As of December 31. 2021, the volume of outstanding commoadity contracts that were entered into to hedge forecasted

transactions;

Commodity December 31, 2021 Term
Copper B - ~ 9 Millions of pounds ]!to 12 H(':ﬁtﬁéj
Gold 1.402 Troy ounces 1 to 12 months
Silver’ ) I i ) -41_2"300  Troy ounces 1 lo 12“5{6’5;},53
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The tollowing amounts were recorded on the Consolidated Balance Sheets related to fixed-to-fioating interest rate swaps:

Cumulative amount of {air value
hedging adjustment included in the

Carrying amount of the hedged carrving amount of the hedged
(1n millions) assets (liabilities) asset {liabilitics) "™

December 31, December 31, December 31, December 31,
Location on Conselidated Balance Sheets o 2021 2020 2021 2020
Long-term debt i %2413y 8 (2688) S (84) s |ilHie)

@ At December 31, 2021 and 2020, lhese amounts include the cumulative liability amount of fair value hedging ad}uslmenls remaining for
which the hedge accounting has been discontinued ot $33 million and $37 million. respectively.

The impact of hedging activities to the Consolidated Statements of Income is as follows:

2021
Costof producis  Interest expense
(In nnlllons) o Net sales sold . -net
Amounts from Consolldated Statements of lncome ) - 8 19628 % 13.293 , iﬁ:j
Gain (loss) on derivatives des_ighated%s_ cash ﬂ_c;“w ‘heidg;:é ] ) _
Currency C)f;qhzingc contracts o ) N )
Hedged item _ o $ 6 % Lo
Derivative designated as hedging instrument (6) — —
b >IETN SEesle VR L L R R 5“!‘,_
) R i
Qommndm contracts o o ; i o )
' Hedged item . - ) » ) o R T 9) $H‘ ’{!;_,i: 'm

Derivative designated as hedging instrument —_

[ 9 BRI

‘Gain (loss) on derivatives designated as fair value hedges

Fwed-loﬂpgmg interest ralc swaps _ o _ i “ - _ B ,— - » - ,_l AEF _is
Hedged item $ - 3 — 3 51

T
Derivative des:gnated as hedgmg mstrument ) — = i . 3(5 1)

71

16.06.2022 kl 14:34 Brgnngysundregistrene Side 86 av 122



Brgnngysundregistrene Arsregnskap regnskapsaret 2021 for 983748384

2020
Cost of products  Interest expense
(In millions) ) o S Net sales sold - net
:Amounts from Cnnsohdaied St:nements oflncome o F 17858 % 12,408 & i :lﬁyk}l_‘{‘gg
Gain (loss) on de‘rivqﬁves—ﬂ.c.s:i.g;alg-q—as_ g:a—s—h ﬂ-o;v inec]gér i __ _- ) - » . li :ﬁ"jj?" i
Currency exchange contracts ) } o B
Hedged item . o 3 13 8 5 SL{ j "ij}
Derivative designated as hcdgmg mstrumcnl (13) (5)
= N N - e e | 1;{'.
, R B
Commodity contracts
. i T AT - R . .y VT
Hedged item - . A | — % m s.i 3 Hh il
Derivative designated as hedging instrument — 1
i v . ' T B - o ¥ 'ituiﬁpi
. . [ O Lt
Gain (loss) on derivatives designated as fair value hedges
Fi o ) . T T T ' IR TR B 43 b
ixed-to-floating interest rate swaps B o RIS N31% Li;
_ Hedged item - . ] o s - — 3 — % (45)
Derivative dc51gnatcd as hedglng mstmment — — [ :*' Eé—ii
2019
Costof products  [nterest expense
(In millions) L o o e Net sales ) - net
" Amounts from Consolldated Statemems of lncome ] 8 2139% § 14,338 §! : ) 3 }’ *ﬁ‘)j
Gam  (loss) on denvanves deSIg'liz;l;d—a;cash flow h;dg;:;_ o ‘n T i f Hﬁ‘mgﬂ
Currency exchange contracts e o
Hedged item & s 7's s | CRES
Derivative designated as hedging instrument N 12 - -
’ - ’ Tt T - ToTTrT T . | SR N s L P
: R . R ‘l ._.EIELE'.I;.A.-.*
Commaodity contracts
- R - e T IR g St
Hedged item 3 — 3 — $'] ‘JJ {ﬂ;;j—

Derivative desagnated as hedgmg mstrumenl

Gain (loss) on derivatives designated as fair value hedges
Fixed-to-floating interest rate swaps =~ ‘
Hedged item $

Derivative designated as hedgmg mstrumem

“‘f‘! AT
— $ (62)
T

P §

The impact of derivatives not designated as hedges 1o the Consolidated Statements of Income is as follows:

Gain (loss) recognized in Consolidated Statements of

Consolidated Statements of

Income Income classification

(nmiflions) 2021 2020 2019 ; g
Gain (loss) on derivatives not gl }“; 2 k
designated as hedges ] o L BN B 1 gt

Currency exchange contracts $ — 3 72 8 73 Interest expense - net

. - Tt o e T s o C I P o 531

Commodity Contracts 11 4 — Costof F’,r?.d“q?;s}?.!.diﬁj‘f

Tetal $ 11 % 76 % 73
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‘The impact of derivative and non-derivative instruments designated as hedges to the Consolidated Statements of Income and
Comprchensive Income is as follows:

Gain (loss) recognized in
other comprehensive
(loss) income

(ln mllhons) ) L 2021 2020 2019

Derivatives dé51gnated as cash ﬂo“ hedges ) B o ) ~ ; . w__ ] . JJL‘J:'&"
Forward starting floating-to-fixed interest rate swaps $ 50§ (52) % (36)
Currency exchange contracts =~ ) . o i ‘_‘ j ' “ T ('6):- 7 “3’ :" }T:Eﬁ“ﬂ
Commodity contracts 6

Non-dcnvatwe desngnatedas inet. S ﬁi ﬂ}?’irﬁr%
investment hedges N L ihox .f&' y.'!;é ’
Foreign currency denominated debt s o ) 240 (173) 15
Total S s 200§ (33 Stingd

Location of gain (loss)

reclassified from Gain (loss) reclassified
Accumulated other from Accumulated other
comprehensive loss comprehensive loss
(In millions) ) 2021 2020 2019
Derivatives des1gnated as cash ﬂo\v hedgcs 7 iy
Forward starting floating-to-fixed interest rate swaps Intercst cxpense net  § — §
. - ] Net sales and Cost of ;
Currency cxchange contracts o E _products sold 6)
Commedity contracts Cosl of products sold 9

"Non- derlvauve deSIgnated as, net
investment hedges

Foreign currency dcnnmmatcd dcbl Interest expense - net —

3 s . (n: smm

Total . . 3

At December 31, 2021, a gain of 38 million of estimated unrealized net gains or losses associated with our cash flow hedges
were expected to be reclassified to income from Accumulated other comprehensive loss within the next twelve months. These
reclassifications relate to our designated foreign currency and commaodity hedges that will mature in the next 12 months.
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Note 16. RESTRUCTURING CHARGES

In the second quarter of 2020, Eaton decided to undertake a multi-year restructuring program to reduce its cost structure and
gain efficicncics in its business segments and at corporate in order to respond to declining market conditions brought on by the
CQOVID-19 pandemic. Since the inception of the program, the Company has incurred charges of $292 million. These
restructuring activities are expected to incur additional expenses of $28 million in 2022 primarily comprised of plant closing
and other costs. resulting in total estimated charges of $320 million for the entire program.

A summary of restructuring program chargcs is as follows:

(In millions except per share data) o o S 2021 2020
‘Workforccrrcdugtions o V o i ) - . ’ o s 21 s ;j ii.‘li‘lh@
Plant closing and other ) o ) 57 42
Total before income taxes t_- - .'—,— - ~_ N - A f ‘ . 78 | MGG
Income tax benefit 18 44
Total aficr income taxes ) - ] "‘ i ‘_ o _ “ ___ T ) s 60 s 1 4ieiiin0d
Per ordinary share - diluted $ 015 § 042

Restructuring program charges related to the following segments:

(nmillions) N ) e 2021 2020
‘Electrical Americ_ais ) ) ‘_‘ . o o - ,:', N 8 14 $!’ H;‘ﬁ:_lﬁ:.}
Electrical Global o ) 18 55
Aerospace T IR A ¥ 21T
Vehicle o o L . 2 102
eMebily T T
Corporate - o e 16 4
' Total _ - s 78 5 | 1R
A summary of liabilities related to workforce reductions, plant closing and other associated costs is as follows:- - -
7 ' Waorkforce Plant closing
(In millions) L ~ o reductions and other Total
.Balance at January 1, 2020 o o i 5 -5 — sk s
Liability recognized 172 42 214
Pavments, utilization and transl;uor-n ’ ] 7 S T T T T (3‘3') T (3_9} TET ——Vf ﬂ’(-;'ﬂ
Balance at December 31, 2020 o ) 5 o I3 8 3 % 142
Liability recognized - o ] S 2 ) s ; -,.ifl;ﬂ’igi
Payments, utilization a_nd translation o ) ) (64) (52) (116)
FBalancc aEDcccmbcf3!, 202@ ) .7 i ) ‘_ i o o 8 9% § — 8 s i Myos

‘These restructuring program charges were included in Cost of products sold, Selling and administrative expense, Research
and development expense, or Other expense - nct, as appropriate. [n Business Segment Information, these restructuring program
charges are treated as Corporale items. See Note 17 for additional information about business segments.
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Note 17. BUSINESS SEGMENT AND GEOGRAPHIC REGION INFORMATION

Operating segments are defined as components of an enterprise about swhich separate financial information is available that
is evatualed on a regular basis by the chicf operating decision maker. or decision making group. in deciding how to allocate
resources to an individual segment and in assessing performance. Eaton’s segments are as follows:

Electrical Americas and Electrical Global

The Electrical Americas scgment consists of electrical components, industrial components, power distribution and
assemblics, residential products, single phasc power quality and connectivity, three phase power quality, wiring devices, circuit
protection, utility power distribution, power reliability equipment, and services that are primarily produced and sold in North
and South America, The Electrical Global segment consists of electrical components, industrial components, power distribution
and assemblies. single phase and three phase power quality. and services that are primarily produced and sold outside ol North
and South America: as well as hazardous duty electrical equipment. emergency lighting. fire detection. intrinsically safe
explosion-proof instrumentation, and structural support systems that are produced and sold globally. The principal markets for
thesc segments are industrial. institutional, governmental, utility, commercial, residential and information technology. These
products are used wherever there is a demand for electrical power in commereial buildings, data centers, residences, apartment
and oftice buildings, hospitals, factories, utilities, and industrial and energy facilities, The segments sharc certain common
global customers, but a large number of customers are located regionally. Sales are made through distributors, resellers. and
manufacturers’ representatives. as well as directly to original equipment manufacturers, utitities. and certain other end users.

Hydraulics

On August 2, 2021, Eaton completed the sale of the Hydraulics business to Danfoss A/S. The Hydraulics business sold
hydraulics components, svstems and services for industrial and maobile equipment. The Hydraulics business oftered a wide
range of power products including pumps, moters and hydraulic power units: a broad range of controls and sensing products
including valves, cylinders and electronic controls; a full range of fluid conveyance products including industrial and hydrautic
hose, fittings, and assemblies, thermoplastic hose and tubing, couplings, connectors, and assembly equipment; industrial drum
and disc brakes, Historically, the principal markets for the Hydraulics business included renewable cnergy, marine. agriculture,
oil and gas. construction. mining, forestry, utility, material handling. truck and bus. machine tools. molding. primary metals,
and power generation. Key manufacturing customers in these markets and other customers were located globally. Products were
sold and serviced through a variety of channels.

Aerospace

‘The Acrospace scgment is a leading global supplier of acrospace fuel, hydraulics, and pneumatic svstems for commercial

and military use, as well as filtration systems for industrial applications. Products include hydraulic power generation systems

R for acrospace -applications including-pumps, motors, hydraulic power units, hose and fittings, clectro-hydraulic pumps; controls
and sensing products including valves. cylinders, electronic controls. electromechanical actuators, sensors. aircrafl Nlap and slat
systems and nose wheel steering systems; fluid conveyance products, including hose. thermoplastic tubing, fittings, adapters.
couplings. sealing and ducting; fuel systems including air-to-air retueling systems. fuel pumps. tuel inerting products. sensors,
valves. adapters and regulators; mission systems including oxygen gencration sysiem, pavload carriages. and thermal
management products; high performance interconnect products including wiring connectors and cables. The Acrospace segment
also includes tiltration systems including hydraulic filters, bag filters, strainers and cartridges; and golf grips. The principal
markets for the Aerospace segment are manufacturers of commercial and military aircrafl and related after-market customers, as
well as industrial applications. These manufacturers and other customers operate globally. Products are sold and serviced
through a variety of channels.

Vehicle

The Vehicle segment is a leader in the design. manufacture, marketing, and supply of: drivetrain. powertrain systems and
critical components that reduce emissions and improve fuel economy, stability, performance, and safety of cars, light trucks,
and commercial vehicles. Products include transmissions and transmission components, clutches, hybrid power systems,
superchargers, engine valves and valve actuation systems, locking and limited slip differentials, transmission controls, and fuel
vapor components for the global vehicle industry. The principal markets for the Vehicle scgment arc original equipment
manulacturers and aftermarket customers of heavy-, medium-, and light-duty trucks, SUVs, CUVs, passenger cars and
agricultural equipment.
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eMobility

The eMobility segment designs, manufactures, markets, and supplies mechanical, electrical, and electronic components and
systems that improve the power management and performance of both on-road and off-road vehicles. Products include high
voltage inverters, converters, {uses, onboard chargers, circuit protection units, vehicle controls, power distribution, fuel tank
isolation valves, and commercial vehicle hybrid systems. The principle markets for the eMobility segment are original
equipment manufacturers and attermarket customers of passenger cars. commercial vehicles. and construction. agriculture, and
mining equipment.

Other Information
No single customer represented greater than 10% of net sales in 2021, 2020 or 2019, respectively.

The accounting policies of the business segments are generally the same as the policies described in Note 1, except that, as
described further in the foliowing paragraph, certain items are not allocated to the businesses. Intersegment sales and transfers
are accounted for at the same prices as if the sales and wransfers were made 1o third parties. These intersegment sales are
eliminated in consolidation. Operating profit includes the operating profit from intersegment sales.

Corporate inciudes all the Company's amortization of intangible assets. interest expense-net and restructuring program costs
(Note 16} and the non-service cost portion of pensions and other postretirement benefits expense. Other expense-net includes all
the Company's costs associated with acquisitions, divestitures, and gains and losses on the sale of certain businesses and other
items that are of a corporate or functional governance nature. For purposes of business segment performance measurement, a
portion of corporate costs, excluding amortization of intangibles assets, acquisition integration and divestiture costs, and
restructuring program charges, are allocated to the businesses. These allocations are periodically adjusted to pass on vear-over-
vear cost savings or increases to the businesses in a manner that is consistent with how the chief operating decision maker
assesses performance. Identifiable assets of the business segments exclude goodwill, other intangible assets. and general
corporate asscts. which principally consist of certain cash. short-term investments. deferred income laxes. certain accounts
receivable. certain property. plant and equipment. and certain other assets.
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Business Segment Information

(In millions) 2021 2020 2019
Netsals T JR It
E lcclncal Americas o o $ 7,242 $ 6, 680 3 8,175
Electrical Global 7 T Tss1e0 a703 | HTHS 1172
Hydraulics 1.300 1,842 2,204
Aerospace L ) o - - ‘ o 7 _2;64§ ) ] 2223 v[ ﬂl‘ﬂi
Vehicle 2.579 2,118 3,038
eMobilty T T T T syt T ey (LRI
Total net sales » ) o ) o g 19.628 § 17,858 § 21,390
, RIS FRe <
Segment operating profit (loss) o ) _ - o
Electrical Americas _- o o v S W( $ 1,495 ->$ 1.352 $' , .J U‘ﬁsﬁ
Electrical Global 1.034 730 397
'H)'»draulics * I ) o . ] ) _'._ ) ) l7_;l 186 i 1\{;3{9—.3
Aerospace ) i ) _ 580 44 595
Venide T S T TR
cMoblhl\ v ) L o (29) (8} 17
" Tatal segment operamié p;;ﬁ{v o B . 7 3,706 2,937 ‘f 'J_ii3;71_’_1_3
Corporate T 0 T T o Ul
lnlanglble assel amonu.ahon expense (444) o (554) o (%67)
Interest expense-net T —_: o B ’ t; i 61‘44-) (149)° i_ J!j’zlggi
Pcnsnon and olher poslrenremem bencﬁts income (e‘(pense) 65 40) (12)
Reslructurmg program charges o 7 . 7' - fﬂm‘ ‘_4 ) -T(7§) o A (214)"{ ;l}}ﬂ{g—g
Other cxpense - net (209) (434) (542)
o -lncome__b;i:&re. income t‘aié_;“—”“.- _— w_, V_._m _7 _: :m - -_«_2'.896 -—-1,746- - j,i}ﬁ'}ﬁ?ﬁ
Income tax expense o i i _ ) 750 331 378
Net income T T T T WTCEIRIKTF5E]
Less net mcome for noncontroilmg mlcrcsts o (2) (5) (2)
Net income attnbulable to Eaten ordmary shareholﬁers . o >_ $ 2.144 $ 1410 :$. 13 ii!ﬁfli
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{In millions) o - ) . 2021 2020 2019
Meatifisble e~ T T s e TAE
Electncal Amencas $ 2,360
‘Blectrical Global E T Bl
Hydraulics 1,293
Acrospace Rlip
Vehicle A 2,145
eMobility _ JE e 7 N LT

Total 1denuf‘mble assets 9515 N 9,820
Goodwill [t TP o) £ 72
Other 1ntanqiblc assets 5.855 4,175 4,638
Corporate .~ . U ass 4099 | A T3
Asseis held for sale ] i - — 2,487 1,377
" Total assels ) T T T T s s s 31824 832105
Capltal expendltures?(;;pr:)pZI:ty, plant ‘and e«iuipmeni T - - A: j' : _ 3
Electrical Americas 7 o ) i ) 3 180§

Electrical Global - T

Hydraulics _ . L 34

;Aerospa;:e ‘ i » o ':"j B ‘; B 78 ; 59

Vehicle 12 17 127
Moty T T T T e n e e e e T TR

Total 551 367 542
Corporate -~ T AT

T otal expendltures for property, plant and equtpment . % 575§ 389 % 58_7_

Depreclauon of property, planl and equnpment
Electrical Amencas )
Electrical Global

Hydraulics I ih W ’ f_“,“‘ - : )
Acrospace ~ . B o ) ~
‘VCI‘HCI:C“ “_W i : T 'Mr“ .;"A_H o me S
cMobility N
Toteit - I N —‘

(.orporalc X e e e e
: Total deprec|z;t:;1; 6f propert)", plant and equipment )
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Geographic Region [nformation

Net sales are measured based on the geographic destination of sales. Long-lived assets consist of property, plant and
equipment - net.

(In millions) ~ . 2021 2020 2019

Netsales .~ T R T i

United States i . $ 1_0.868 $ 10‘04{ $ 12,336
< B e 035
Latin America 1.160 939 1,312
Bwope e ame ass L AN

Asia Paciﬁg ) e 2,527 2,300 2,490

. Total _ s 19628 § 17,858 ‘8.1 12113604

AR

United States .' U $ 153 s 13108 1,821

"Long-lived assets

Camada LT e s L BRI
Latin America 277 249 316
Bwope 0w s E e
Asia Pacific ) e 468 442 538
CTotl T T TS T 5064 8 2,964 131 101314961
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS.

Amounts are in millions of dollars or shares unless indicated otherwise (per share data assume dilution).
COMPANY OVERVIEW

Eaton Corporation plc (Eaton or the Company) is an intelligent power management company dedicated Lo improving the
quality of life and protecting the environment for people everywhere. We are guided by our commitment to do business right. to
operate sustainably and to help our customers manage power — today and well into the future. By capitalizing on the global
growth trends of electrification and digitalization, we're accelerating the planel's transition to renewable energy, helping to solve
the world's most urgent power management challenges, and doing what's best for our stakcholders and all of society.

Eaton’s businesses are well-positioned to take advantage of secular growth trends related to the energy transition from fossit
fucls to renewables. We are responding to these trends by innovating solutions that transform the electrical power value chain,
investing in electrical vehicle markets. increasing our focus on electrification, and emploving digital technologies for power
management. The Company’s innovations are expected to enable the integration of renewables and sustainability solutions,
with new types of equipment, services, and software, These strategic {ocus areas are an important part of our response to
climate change.

Founded in 1911, Eaton has been listed on the New York Stock Exchange for nearly a century. We reported revenues of
$19.6 billion in 2021 and serve customers in more than 170 countries.
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Portfolio Changes

The Company continues to actively manage its portfolio of businesses to deliver on its strategic objectives. The Company is
focused on deploying its capital toward businesses that provide opportunities for above-market growth, strong returns, and align
with secular trends and its power management strategies. Over the last three years, Eaton has completed a number of
transactions to strengthen its portfolio.

Acquisitions of businesses and investments in associate companics Date of acquisition  Business segment
Utusoy Elektrik Imalat Taahhut ve Ticaret A.S. April 15,2019 Electrical Global

93.7 percent controlling interest in a leading manufacturer of electrical
switchgear with a primarv focus on medium voltage solutions for industrial and
utility customers.

Innovative Switchgear Solutions, Inc. July 19, 2019 Electrical Americas
A specialty manufacturer of medium-voltage electrical equipment serving the
North American utilitv, commercial and industrial markets.

Souriau-Sunbank Connection Technologies December 20, 2019 Aerospace

A global leader in highly engineered electrical interconnect solutions for harsh
environments in the aerospace. defense, industrial, energy, and transport markets.

Power Distribution, Inc. February 25,2020  Electrical Americas

A leading supplier of mission critical power distribution. static switching. and
power moniloring equipment and services for data centers and industrial and
commercial customers,

Tripp Lite March 17. 2021 Electrical Americas

A leading supplier of power quality products and connectivity solutions including
single-phase uninterruptible power supply svstems, rack power distribution units,
surge protectors, and enclosures for data centers, industrial, medical, and
communications markets in the Americas,

Green Motion SA March 22, 2021 Elcctrical Global

A leading designer and manufacturer of electric vehicle charging hardware and
related software.

HuanYu High Tech March 29, 2021 N Electrical Global

A 30 percent stake in HuanYu-High Tech, a subsidiary of HuanYu Group that
manufactures and markets low-voltage circuit breakers and contactors in China,
and throughout the Asia-Pacific region.

Cobham Mission Systems Junc 1. 2021 Acrospace

A leading manufacturer of air-to-air refueling systems, environmental systems,
and actuation primarily for defense markets.

Jiangsu YiNeng Electric's busway business June 25, 2021 Electrical Global
A 50 percent stake in Jiangsu YiNeng Electric's busway business which
manufactures and markets busway products in China.

Royal Power Solutions January 5, 2022 eMobility

A manufacturer of high-precision electrical connectivity components used in
electric vehicle, energy management, industrial and mobility markets.

Divestitures of businesses Date of divestiture  Business segment
Automotive Fluid Conveyance business December 31,2019 Vehicle
Lighting business March 2, 2020 Electrical Americas
Hydraulics business August 2, 2021 Hydraulics

Additional information related to acquisitions and divestitures of businesses is presented in Nole 2.
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Restructuring

In the second quarter of 2020, Eaton decided to undertake a multi-year restructuring program to reduce its cost structure and
gain efficiencies in its business segments and at corporate in order to respond to declining market conditions brought on by the
COVID-19 pandemic. Since the inception of the program, the Company has incurred charges of $292 million. These
restructuring activities are expected to incur additienal expenses of $28 million in 2022 primarily comprised of plant closing
and other costs, resulting in total estimated charges of $320 million for the entire program. The projected mature vear savings
from these restructuring actions are expected 1o be $230 million when fully implemented in 2023. Additional information
related to this restructuring is presented in Note 16.

Summary of Results of Operations

A summary of Eaton’s Net sales, Net income attributable to Eaton ordinary shareholders, and Net income per share
attributable to Eaton ordinary shareholders - diluted is as follows:

(In millipns except fqr per share data) B - . 2021 2020 2019

Net sales o o $ 19628 § 17858 § nf'l21i350]
Net income attributable to Eaton ordin?ry shareholders 2 144 ~ . 1.410 2,211
"Net income pqrr_sﬂérreialt}j»l)»utai)];:?l-(‘; i}a{on Qrdin-zlr{/‘shaqel;!qlfi;grs- éjl_liied . $ . - 534 5 o 3.49 3; ;i}ri‘SHZS

During 2019, the Company s results of operations were impacied by negative currency translation and weaker than expected
growth in the Company s end markets. particularly in the second half of 2019. Despite the declining market conditions and
unlavorable impact of currency translation. the Company generated solid operating margins and Net income per ordinary share.

During 2020, the Company's results of operations were impacted by the COVID-19 pandemic. Qrganic sales were down
11% in 2020 primarily due to the impact trom the COVID-19 pandemic. The divestitures of the Lighting and Automolive Fluid
Conveyance businesses reduced sales, which was partially offset by growth from the acquisitions of Souriau-Sunbank
Connection Technologies (Souriau-Sunbank) and Power Distribution, Inc.

During 2021, the Company's organic sales increased 10% as end-markets and regions served by our business segments have
largely recovered from the negative impact of the COVID-19 pandemic. Our Electrical Global. Vchicle and cMobility business
segments all realized organic growth greater than 10% during the year. This level of organic growth was achieved despite
supply chain constraints limiting the availability of matcrials in sclect businesses. travel restrictions continuing to impact
commerctial aviation, and reduced production levels at our customers |cading to historic low vehicle inventory. Additionally.
over the past several years, Eaton has completed a number of transactions to add higher growth, better margin businesses to its
portfolio. These portfolio updates, along with continued improvements-in supply chains and recovery of the Aerospace and
Vehicle markets from the pandemic. have the Company better aligned with secular growth trends and well positioned for
expected {urther growth.

COVID-19

The Company has been impacted by the COVID- 19 pandemic in select markets and industries. As a result, our businesses
have been focused on cost control measures where appropriate to offsct the volume declines we experienced in addition to
exccuting on our multi-vear restructuring program we decided to undertake in the second quarter of 2020, In 2021, the
Company has scen broad-based strength in its end-markets and regions as our businesses have largely recovered from the
negative impact of the COVID-19 pandemic. However as global economies recover, many of our businesses have been
impacted by supply chain disruptions. inflation and labor shortages. Additionally. our Aerospace business segment continues to
sec some softness in demand due o the impact of continued travel restrictions on commercial aviation. particularly in
international travel.

Eaton’s products and support services are vital to hospitals, emergency services, military sites. utilities. public works.
transportation, and shipping providers. In addition, data centers, retail outlets, airports, and governments, as well as the
networks that support schools and remote workers, rely on the Company's products te serve their customers and communities.
As a result, the Company's plants are generally not subject to extended shutdowns.

The Company continues 1o monitor the pandemic’s impact throughout the world, including guidance from governmental
authorities and world health organizations. The Company’s actions to protect the safety and health of its workforce are aligned
with its preventive health protocols and those of governmental autharitics and health organizations including the Centers for
Discase Controls (U.S.) and the World Health Organization.
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RESULTS OF OPERATIONS
Non-GAAP Financial Measures

The following discussion of Consolidated Financial Results includes certain non-GAAP financial measures. These financial
measures include adjusted earnings and adjusted earnings per ordinary share. each of which differs from the most directly
comparable measure calculated in accordance with generally accepted accounting principles (GAAP). A reconciliation of
adjusted earnings and adjusted earnings per ordinary share to the most directly comparable GAAP measure is included in the
Consolidated Financial Results table below. During the first quarter of 2021. the Company revised its definition of adjusted
earnings lo exclude intangible asset amortization expense and prior periods have been retrospectively adjusied to apply this
change. Management believes that these financial measures are uscful Lo investors because they exclude certain transactions,
allowing investors to more easily compare Eaton’s financial performance period to period. Management uses this information
in monitoring and evaluating the on-going performance of Eaton.

Acquisition and Divestiture Charges

Eaton incurs integration charges and transaction costs to acquire and integrate businesses, and transaction, separation and
other costs to divest and exit businesses. Eaton also recognizes gains and losses on the sale of businesses. A summary of these
Corporate items is as follows:

(In millions exceps for per share data) o o 2021 2020 2019
Acquisition integration, divestiture charges and transactions costs_ s 349 288§ Lk f198]
Gain on the sale oi’thAe Hydgaglics and Lighting businesses (617) (221 —_—
Total c}iargegv(j_ﬁéome)‘b-e'fore itng-oﬁg taxes ”7 - o ) o (268) 67 | {]N1i98]
Income tax expense (benetfit) 362 66 (24)
‘Total after incometaxes g - 94 % 133 8 L4l
Per ordinary share - diluted ' $ 023 $ 033 $ 0.42

Acquisition integration, divestiture charges and transaction costs in 2021 are primarily related to the divestiture of the
Hydraulics business, the acquisitions of Tripp Lite, Cobham Mission Systems, Souriau-Sunbank Connection Technologies, and
Ulusoy Elcktrik [malat Taahhut ve Ticaret A.S., and other charges o acquire and exit businesses including certain indemnity
claims associated with the sale of 50% interest in the commercial vehicle automated transmission business in 2017. Charges in
2020 are primarily related to the divestitures of the Hydraulics business and the Lighting business. the acquisitions of Souriau-
Sunbank. Ulusoy Elektrik. and Power Distribution. Inc.. and other charges to exit businesses. Charges in 2019 related to the
divestiture of the Lighting business, the acquisitions of Ulusoy Elektrik. iSG. and Souriau-Sunbank. the loss on the'sale of the ~
Autémotive Fluid Conveyance business, and other charges to exit businesses. These charges were included in Cost of products
sold, Selling and administrative expense, Research and development expense, Interest expense - net, or Other expense - nct. In
Business Segment Information in Note 17, the charges were included in Other expense - net.

Intangible Asset Amortization Expense

Intangible asset amortization expense is as follows:

(In millions except for per share data) L B 2021 2020 2019
'Intangible asset :}rilo.rti_z;!io-n é»);_cisg“ B o 7 ; S B - $ 444 % 354!‘}&}{3%‘@‘7{_!
Income tax benefit 83 82 34
Towlafermeometaes T T T T YRS o SH
Per ordinary share - diluted £ 09 $ 067 § 067
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Consolidated Financial Results

Change Change
(In millions ewcgpljior per share data) o 2021 from 2020 2020 from 2019 2019
Net sales o i o $19628  10% $17.858 (7% .$21:390:
Gross profit o L 6,335 16 % 5450 (231% 7,052
Percgn}_of:}ellsalesl o __j B o ;_ 323 % ) 3035 % i TTE?&?GT’Z
Income before income taxes . 2896  66% 1.746 o (3% 2,591
Net income - 286 2% 1415 6% 151
Less net income lor nonconlro}l:ng :nlerests ) o {2) o (3) ) (2)
Net income attrlbmabie to Eaton ordmary sharcholders o 2144 2% 1,410 7 (3v6')"%» jﬁ}iy‘lj"
Excluding acquisition and divestiture charges, after-tax 94 133 174
Excluding restructuring proErEcharges. aﬁer—ta‘( - ] 7_ :«6’(1“*';_“ A T l7b - ! ﬁéiij‘:?j
Excluding intangible asset amomznuon expense, aﬁe_r:lz{x_ 361 272

Adjusted earnings ) o $ 2659 A_ —54_‘;/:3 1,985

Net income per “share attributable to Eaten ordmarv

shareholders - diluted o ) $ 3534 53% 8§ 349

Excluding per share impact ot acqu15|t10n and div csmurc

charges. afier-tax ) 023 033

Lxciudmg per share zmpact of restruclur]ng pmgram

charges, after-tax o o0as C 042

Excluding per share 1mpact of mlanglblc asset

amontization expense, after-tax ) o 050 ) 0.67 0.67

Adjusted canings perordinary share $ 662  35% 8§ 4% 3% $11634 ]

Net Sales

Changes in Net sales are summarized as follows:

2021 2020
oo T TToww T am | HE
Acquisilions of businesses 5% 2%
Divesitwesofbusnessss w0 Cawm | I
IorC|gn currency 1% ()%
"Total increase (decreas.ew)-l.x—lﬁet—s_al;; “‘ ‘ - ‘“_ .V 10 %:‘ ” T H.Mtr !l?’!%~ o { iﬁ]}[ﬂg;}:}

Organic sales increased 10% in 2021 due to broad-based strength in end-markets and regions as our business segments have
largely recovered from the negative impact of the COVID-19 pandemic. This organic growth was achieved despite the supply
chain constraints experienced by the Electrical Americas business segment, and customers of the Vehicle and eMobility
business segments also experienced supply chain constraints leading 1o reduced production levels. Additionally. organic sales in
the Aerospace business segment continued to be impacted by travel restrictions from the COVID-19 pandemic on commercial
aviation. The decrease in organic sales in 2020 was primarily due to the impact from the COVID-19 pandemic, with lower sales
in all business segments.

‘The acquisitions of Tripp Lite and Cobham Mission Systems increased sales in 2021, while the divestitures of the
Hydraulics and Lighting businessecs reduced sales.

Gross Profit

Gross profit margin increased from 30.5% in 2020 to 32.3% in 2021 primarily due to higher sales volumes and savings from
restructuring actions. Organic sales volumes improved in the Electrical Americas, Electrical Global. and Vehicle business
segments, and declined in the Aerospace business segment. Gross profit also improved due 1o the net impact of the acquisitions
of Tripp Lite and Cobham Mission Systems and the divestiture of the Hydraulics business. Conversely. commodity and
logistics inflation had an unfavorable impact on gross margin during 2021. Gross profit margin decreased from 33.0% in 2019
to 30.5% in 2020 primarily due to the impact from the COVID-19 pandemic, with lower sales in all business segments.
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Income Taxes

During 2021, income tax expense of $750 million was recognized (an eftective tax rate of 25.9%) compared 10 income tax
cxpense of $331 million in 2020 (an effective tax rate of 19.0%) and income tax expense of $378 million in 2019 (an effective
Lax ratc of 14.6%). The increase in the effective tax rate from 19.0% in 2020 t0 25.9% in 2021 was primartly due to the tax
expense on the gain from the sale of the Hydraulics business in 2021 discussed in Note 2. The increase in the effective tax rate
from 14.6% in 2019 to 19.0% in 2020 was primarily due to the tax expense on the gain from the sale of the Lighting business in
2020 discussed in Note 2, partially offset by a tax benefit on the restructuring charges discussed in Note 16. Additionally, see
Note 1 for income tax rate reconciliations from Ireland's national statutory rate to the consolidated effective rate.

Net Income

Net income attributable to Eaton ordinary shareholders of $2.144 miilion in 2021 increased 52% compared to $1.410 million
in 2020. Net income in 2021 and 2020 included afier-tax gains of $197 million on the sale of the Hydraulics business and
$91 million on the sale of the Lighting business, respectively. Excluding these gains, the increasc in 2021 net income was
primarily due to higher gross profit and lower restructuring program charges, partially offset by higher income tax cxpense,
acquisition and divestiture charges, and intangible asset amortization expense. Net income attributable 10 Eaton ordinary
shareholders of $1.410 million in 2020 decreased 36% compared to $2,211 million in 2019. Net income in 2020 included an
after-lax gain of $91 million on the sale of the Lighting business. The decrease in 2020 net income was primarily due to lower
sales volumes as a result of the COVID-19 pandemic.

Net income per ordinary share increased to $5.34 in 2021 compared to $3.49 in 2020. Net income per ordinary share in 2021
and 2020 inciuded $0.49 and $0.22 from the sale of the Hydraulics and Lighting businesses, respectively. Excluding these
gains, the increase in Net income per ordinary share in 2021 was due to higher Net income attributable to Eaton ordinary
sharcholders and the impact of the Company's share repurchases over the past two years. Net income per ordinary share
decreased to $3.49 in 2020 compared to $5.25 in 2019. The decrease in Net income per ordinary share in 2020 was due 10 lower
Net income attributable te Eaton ordinary shareholders, adjusted for the impact of the Company's share repurchases over the
past few years.

Adjusted Earnings

Adjusted carnings of $2,659 million in 2021 increased 34% compared o Adjusted earnings of $1,985 million in 2020. The
increase in Adjusted earnings in 2021 was primarily due to higher Net income attributable to Eaton ordinarv shareholders,
adjusted for acquisition and divestiture charges, restructuring program charges. and intangible asset amortization expense.
Adjusted carnings of $1.985 million in 2020 decreased 26% compared to Adjusted Earnings of $2.668 million in 2019. The
decrease in Adjusted earnings in 2020 was primarily due to lower Net.income attributable to Eaton ordinary shareholders, -
adjusted for acquisition and divestiture charges, and restructuring program charges.

Adjusted earnings per ordinary share increased to $6.62 in 2021 compared to $4.91 in 2020. The increase in Adjusted
carnings per ordinary share in 2021 was due to higher Adjusted earnings and the impact of the Company's share repurchases
over the past two years. Adjusted earnings per ordinary share decreased to $4.91 in 2020 compared to $6.34 in 2019. The
decrease in Adjusted earnings per ordinary share in 2020 was due to lower Adjusted earnings. adjusted for the impact of the
Company's share repurchases over the past few years.
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Business Segment Results of Operations

The following is a discussion of Net sales, operating profit and operating profit margin by business segment.

Electrical Americas
Change Change
{In millions) _ o 2021 from 2020 2020 from 2019 2019
Net sales o § 7242 8% § 6.680 U8)% 8§ 817sRY
Operating profit T8 1495 11% § 1352 (13)% s) a5
Opcrating margin 20.6 % 202 % 189 %
Changes in Net sales are summarized as follows:
2021 2020

oy T e ——— ‘ k23 Elvy)
Organlc growth 5% 2)% i “r 1 l]
Acquisitions of Tripp an Powcr Dlsmbuuon Inc and
Innovative Switchgear Solutmns Inc. 7% 1%
S T e DTN T - - e e . . Ry
‘Divesiture of the Lighting business ; % % S
Total increase {decrease) in Net sales 8 % (13)%

The increase in organic sales in 2021 was primarily due to broad-based strength in end-markets as they have largely
recovered [rom the COVID-19 pandemic with particular strength in residential and data centers, partially offset by weakness in
sales to utilities. This organic growth was achieved despite the supply chain constraints experienced by the Electrical Americas
business segment during 2021, which had a negative impact on Net sales. The decrease in organic sales in 2020 was primarily
driven by the impact of the COVID-19 pandemic. partially offset by growth in residential. data center. and utility end-markets.

The operating margin increased from 20.2% in 2020 to 20.6% in 2021 primarily due 1o higher organic sales volumes. the
favorable net impact of an acquisition and a divestiture, and savings from restructuring actions. Conversely. commodity and
logistics inflation had an unfavorable impact on the operating margin. The operating margin increased from 18.9% in 2019 to
20.2% in 2020 primarily due to the favorable impact from the divestiture of the Lighting business and cost containment actions
to counteract the impact of the COVID-19 pandemic, partially offset by lower volumes.

Electrical Global
Change Change

(nmillions) 2021 from2020 _ 2020 from2019 _ 2019
Netsales o '$ 5516 17% § 4,703 @)% $islifzd]

______ . T e e . T T T Tmmemm o ST ot M i ”Jﬁ-’";‘
'Operating profit - - $ 103  38% § 750 (16)% $| 18973
Operating margin 18.7 % 159 % 17.3 %
Changes in Net sales are summarized as follows:

e L 200

Orgamcgrowth S 5% 9% 1 %(l [{ Aﬂ
Foreign currency 2% — %

,Total increase (decrease) in Né»l‘s;\lﬂes vw:“ _ ] l‘l%vﬂv:; a % 1 zﬁmjjﬂﬂ

The increase in organic sales in 2021 was primarily due to broad-based strength in end-markets as they have largely
recovered from the COVID-19 pandemic. The decrease in organic sales in 2020 was primarily driven by the impact of the
COVID-19 pandemic, with particular weakness in global oil and gas markets and industrial applications.

The operating margin increased from 15.9% in 2020 to 18.7% in 2021 primarily due to higher sales volumes and savings
from restructuring actions, partially offset by commodity and logistics inflation. The operating margin decreased from 17.3% in
2019 to 15.9% in 2020 primarily due to lower sales volumes and unfavorable product mix. partially offset by cost containment
actions to mitigate the impact of the COVID-19 pandemic.
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Hydraulics

Change
(nmilliens) o 2021 2020 from 2019 2019
Net sales _ _ ' $ 1300 § 1,842 (165 s 2,204'F]
Operatingprofit s am s 186  (@% sij03n]
Operating margin 13.6 % 10.1 % 8.8 %
Changes in Net sales are summarized as follows:

B o . ) o . o 2020 o )
Organicgrowth T 7S ROt 1311
Foreign currency i o ) o o o (e )

Total decrease i in Net sales o L (16)% | 4”52! ;q[

On August 2, 2021, Eaton completed the sale of the Hyvdraulics business segment. As a result, net sales and operating profit
for 2021 are not directly comparable to 2020, since 2021 only includes the results of the Hydraulics business through the date of
the sale.

The decrease in organic sales in 2020 was primarily due to the impact from the COVID-19 pandemic. with weakness at both
OEMs and distributors globally.

The operating margin increased from 8.8% in 2019 to 10.1% in 2020 primarily due to depreciation expense no longer being

charged as a result of the business being classitied as held for sale as discussed in Note 2 and cost containment actions to
counteract the impact of the COVID-19 pandemic, partially offset by lower sales volumes.

Aerospace
Change Change
(Inmillionsy 2021 from 2020 2020 from 2019 2019
Netsales o ) S $ 2648 19% $ 223 (10)% $]:2:48051
T T T T T T Tt T T . - -t T T - b N ™ Ty,
Operatingprofit__. . _ .. -§ 580 - .40% § 4u. Qo shii5HR
Operating margm 219 % 18.6 % 240 %
Changes in Net sales are summarized as follows:
2021 2020
Orgamiegrowth U e e | TR
Acquisitions of Cobham Mission Svslcms and Souriau-
Sunbank 20% 12 %
Foeignewrency s =% ] T
Total increase (decrease) in Net sales 19 % (10)%

The decrease in organic sales in 2021 was primarily due to the impact of continued travet restrictions trom the COVID-19
pandemic on commercial aviation and weakness in military aftermarket. The decrease in organic sales in 2020 was primarily
due to the impact of the COVID-19 pandemic on commercial aviation. partially offsct by growth in military sales.

The operating margin increased from 18.6% in 2020 to 21.9% in 2021 primarily due to the acquisition of Cobham Mission
Systems and savings from restructuring actions, partially offset by lower organic sales volumes. The operating margin decrease
from 24.0% in 2019 to 18.6% in 2020 primarily due to lower sales velumes and the acquisition of Souriau-Sunbank, partially
offset by cost containment actions to mitigate the impact of the COVID-19 pandemic.
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Vehicle

Change Change
(In miltions) e 2021 from 2020 2020 from 2019 2019
Netsales _ e .82 22% § 2,118 G0% 8130385
G T s e i T TR o e Tomameomme s mmh s AR T e g - 1 1"3_"1' r-’i";
Operatingproft ~~~ § 449 85% § 243 (A% ${ 13604
Operating margin 17.4 % 1.5 % 15.1 %
Changes in Net sales are summarized as follows:
o L i 2021 o 2020 . ) )
Organic grovth IR 21% INCIR e 81111
Di\'q§titur_e ol'Autgmpi._i_\'e If]‘q_iq_(;on_\ieyanc‘e by_si_nfgs_ o~ % , . (4)%_ ) ~
Foreign currency 3 - i o 1% (2% } vlj ﬂjﬁg
Total increase (decrease) in Net sales 22 % 30)%

“The increase in organic sales in 2021 was primarily due to strength in all regions compared to 2020 which was significantly
impacted by plant shutdowns due to the COVID-19 pandemic. This organic growth was achieved despite the Vehicle business
segment's organic sales being negatively impacted in 2021 as a result of its customers experiencing supply chain constraints
leading to reduced production levels and historic low vehicle inventory. The decrease in organic sales in 2020 was driven by
plant shutdowns in the second quarter of 2020, lower Class 8 OEM production, and weakness in light vehicle sales primarily
duc to the impact from the COVID-19 pandemic.

The operating margin increased from 11.5% in 2020 to 17.4% in 2021 primarily due to higher sales volumes and savings
from restructuring actions, partially offset by commaedity and logistics inflation. The operating margin decreased from 15.1% in
2019 to 11.5% in 2020 primarily due to lower sales volumes. partially offset by cost containment actions to mitigate the impact
of the COVID-19 pandemic.

eMobility
Change Change

(In millions) o o o 2021 from 2020 2020 from 2019 2019
Netsales S T Y T s o ST
Operating proficloss) _______ $_@)_ @y%s @ (e s
Opecrating margin (8.5)% (2.7)% . 53 %
Changes in Net sales are summarized as follows:

: - 00 20
Orgenic growth 16% ©)% | i AR
Forcign currency } R I _—% e
.Total increase (decrease) in Net sales 17% (9)% . “ﬂg,ﬂ

The increase in organic sales in 2021 was primarily due to strength in North American and Asia Pacific regions compared to
2020 which was significantly impacted by plant shutdowns due to the COVID-19 pandemic. This arganic growth was achieved
despite the eMobility business segment's organic sales being negatively impacted in 2021 as a result of its customers
experiencing supply chain constraints leading to reduced production levels. The decrease in organic sales in 2020 was primarily
due to the impact from the COVID-19 pandemic. with particular weakness in the legacy internal combustion engine platforms.

The operating margin decreased from negative 2.7% in 2020 to negative 8.5% in 2021 primarily due to increased research
and development costs and manufacturing start-up costs associated with new electric vehicle programs, and commaodity and
logistics inflation, partially offset by higher sales volumes. The operating margin decreased from 5.3% in 2019 to negative
2.7% in 2020 primarily due to lower sales volumes and increased research and development costs.
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Corporate Expense

Change Change

tlnmillions) 2021 from 2020 2020 from 2019 2019
Intangible asset amortization expense 8 444 5% S 3% % st ﬁlﬁij
Interest expense - net 144 (3% 149 (23)% 199
Pension and other postsetirement beneflts (income) expense  (65)  @63)% 40 233% ip} e
Restructuring program charges 78 {64Y% 214 NM -
Otheroxpense-net 209 Ga%___au oo il

Total corporate cxpense $ 810 (32)% $ 1,191 6% $ 1,120

Total corporate expense was $810 million in 2021 compared te Total corporate expense of $1.191 miilion in 2020. The
decreasc in Tolal corporate expense was primarily due to lower Other expense - net. lower Restructuring program charges, and
the favorable impact of the freeze on the Company's United States pension plans. partially offset by higher Intangible asset
amortization expense due to acquisitions of businesses. The decrease in Other expense - net is primarily due to the 2021 gain on
sale of the Hydraulics business exceeding the 2020 gain on the sale of the Lighting business by $396 million. This decrease was
partially offset by higher acquisition and divestiture charges and higher other corporate expenses due to the removal of the
temporary cost containment actions taken during 2020 to mitigate the impact of the COVID-19 pandemic. Total corporate
expense was $1,191 million in 2020 compared to Total Corporate expense of $1,120 million in 2019. The increase in Total
corporate expense was primarily due to higher Restructuring program charges, partiaily offset by lower Other expense - net.
The deerease in Other expense - net is primarily due to the 2020 gain on the sale of the Lighting business. partially offset by
higher acquisition and divestiture charges.
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LIQUIDITY, CAPITAL RESOURCES, AND FINANCIAL CONDITION
Liquidity and Financial Condition

Eaton’s objeetive is to finance its business through operating cash flow and an appropriate mix of equity and long-term and
short-term debt. By diversifving its debt maturity structure, Eaton reduces liguidity risk.

On March 8. 2021. a subsidiary of Eaton issued Euro denominated notes (2021 Euro Notes) with a face value of €1,500
miilion ($1.798 million). in accordance with Regulation S promulgated under the Securities Act of 1933, as amended. The 2021
Liuro Notes are comprised of two tranches of €900 million and €600 million, which mature in 2026 and 2030, respectively, with
interest payable annually at a respective rate of 0.128% and 0.577%. The issuer received proceeds totaling €1.494 million
($1,790 million) from the issuance, net of financing costs and discounts.

On May 17, 2021, the Company entered into a $2,500 million 364-day revolving credit facilitv, which brought the
Company’s total revolving credit facilities to $4,500 mitlion. At June 30, 2021, the Company had access to the commercial
paper markets through its $4.500 million commercial paper program. of which $3,372 million was outstanding including funds
to finance the acquisition of Cobham Mission Systems discussed in Note 2. Eaton used the proceeds from the sale of the
Hydraulies business. which was completed August 2, 2021. to reduce its outstanding commercial paper borrowings.

On September 22, 2021, the Cempany dewnsized the 364-day revolving credit facility from $2,500 million W $500 million,
which reduced the Company’s total revolving credit facilities to $2,500 million. In September 2021, the Company also
downsized its commercial paper program to $2,500 million.

On October 4, 2021, the Company replaced its existing $500 million 364-day revolving credit facility, $750 million five-
year revolving credit facility, $500 million four-year revolving credit facility, and $750 million five-year revolving credit
facility. with a new $500 million 364-day revolving credit facility and a new $2,000 million five-year revolving credit facility
that will expire on October 4. 2026. The revolving credit facilities totaling $2.500 million are used to support commercial paper
borrowings and are {ully and unconditionally guaranteed by Eaton and certain of its direct and indirect subsidiaries on an
unsubordinated, unsecured basis. There were no borrowings outstanding under Eaton’s revolving credit facilities at
December 31, 2021. The Company maintains access to the commercial paper markets through its $2,500 million commercial
paper program, of which none was outstanding on December 31, 2021. In addition to the revolving credit facilities, the
Company also had available lines of credit of $972 million from various banks primarily for the issuance of letters of credit. of
which there was $335 million outstanding at December 31, 2021,

Eaton received proceeds of $1.4 billion from the sale of its Lighting business in 2020 and $3.1 billion from the sale of'its
Hydraulics business in 2021. The Company paid $4.45 billion to acquire Tripp Lite and Cobham Mission Systems in 2021.

Over the.course of a year, cash, short-term investments, and short-tcrm debt may fluctuate in order to manage global
liquidity. As of December 31, 2021 and 2020, Eaton had cash of $297 million and $438 million, short-term investments of $271
million and $664 million, and short-term debt of $13 million and $1 million, respectively. Eaton believes it has the operating
tlexibility, cash {low, cash and short-term investment balances, availability under existing revolving credit facilities, and access
to capital markets in excess of the liquidity necessary to meet tuture operating needs of the business, fund capital expenditures
and acquisitions of businesses. as well as scheduled pavments of long-term debt.

For additional information on financing transactions and debt. see Note 8.

Eaton’s credit facitities and indentures governing certain long-term debt contain various covenants. the violation of which
would limit or preciude the use of the credit facilities for future borrowings, or might accelerate the maturity of the related
outstanding borrowings covered by the indentures. At Eaton’s present credit rating level, the most restrictive financial covenant
provides that the ratio of secured debt (or lease pavments due under a sale and leaseback transaction) to adjusted consolidated
net worth (or consolidated net tangible assets, in each case as defined in the relevant credit agreement or indenture} may not
exceed 10%. Eaton's actual ratios are substantially below the required threshold. In addition, Eaton is in compliance with cach
of its debt covenants for all periods presented.
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Cash Flows

A summary of cash flows is as follows:

Change Change
(In miltions) 02 from 2020 2020 from 2019 2019
Net cash provided by operating activities _ ___ _ $ 2,063 § (8)) § 294 5 (507 8} 351
Net cash provided by (used in) investing activities ~ (L764) - (2461) 397 2.263 (1,866)
Net cash used.in ﬁnaﬁciﬁé actik\;i’ti;s - (835} ) 2,7:23 (3.258) -(_],7643) Iﬁjﬁ'ﬂ@
Effectof currency oncash o 5y 10 (i5) (1) “)
Total increase (decrease) in cash ’ i -7 $ 141) _ . 8 63 E SEHN 87

Operating Cash Flow

Net cash provided by operating activities decreased by $781 miilion in 2021 compared to 2020. The decrease in net cash
provided by operaling activities in 2021 was primarily duc to higher working capital balances to support the Company’s organic
growth as our business segments have targely recovered from the negative impact of the COVID-19 pandemic, taxes paid on
the sale of the Hydraulics business. and a $200 million pension contribution to Eaton's U.S. qualified pension plan in 2021.

Net cash provided by operating activities decreased by $507 million in 2020 compared to 2019. The decrease in net cash
provided by operating activities in 2020 was driven by lower net income, partially offset by lower working capital balances
compared to 2019.

Investing Cash Flow

Net cash used in investing activities increased by $2,161 million in 2021 compared to 2020. The increase in the use of cash
was primarily driven by cash paid in 2021 for business acquisitions of $4.500 miltion compared to cash paid in 2020 for
business acquisitions of $200 million, partially offset by proceeds received in 2021 from the sale of Hydraulics business of
$3.129 million compared to proceeds received in 2020 from the sale of the Lighting business of $1.408 million, and net sales of
short-term investments of $379 million in 2021 compared to net purchases ot $44 1 million in 2020. Capital expenditures were
$575 million in 2021 compared to $389 million in 2020.

Net cash provided by investing aclivities increased by $2,263 million in 2020 compared to 2019. The increase in the source
ol cash was primarily driven by proceeds from the sale of the Lighting business and lower cash paid for business acquisitions,
partially offsct by net purchases of short-term investments of $441 million in 2020 compared to net purchases of $70 million in
2019.-Capital expenditures were $389 million in- 2020 compared-to $587 mitlion in 2019.

Financing Cash Flow

Net cash used in financing activities decreased by $2.723 million in 2021 compared to 2020. The decrease in the use of cash
was primarily due to higher proceeds from borrowings of $1.798 million in 2021 compared to no proceeds from borrowings in
2020, lower share repurchases of $122 million in 2021 compared to $1,608 million in 2020, and nel procceds of shori-term debt
of $20 miliion in 2021 compared to net payments of $254 million in 2020, partially offset by higher pavments on borrowings of
$1,013 million in 2021 compared to $249 million in 2020.

Net cash used in financing activities increased by $1,764 million in 2020 compared to 2019. The increase in the usc of cash
was primarily due to no proceeds from borrowings in 2020 compared to $1,232 million in 2019 and higher share repurchascs of
$1.608 million in 2020 compared to $1,029 million in 2019,

Uses of Cash
Purchases of Goods and Services

The Company purchases goods and services in the normal course of business based on expected usage. For certain
purchases, the Company enters into purchase obligations with various vendors, which include short-term and long-term
commitments for purchases of raw materials, outstanding non-cancelable purchase orders, releases under blanket purchase
orders. and commitments under ongoing service arrangements. As of December 31. 2021. the Company has purchase
obligations 1o support the operation of its business similar to those included in historical cash flow trends.

Capital Expenditures

Capital expenditures were $575 million. $389 million, and $587 million in 2021, 2020 and 2019, respectively. Eaton expects
approximately $650 million in capital expenditures in 2022.
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Dividends

Cash dividend payments were $1,219 million, $1,175 million, and $1,201 million for 2021, 2020 and 2019, respectively. On
February 23. 2022, Eaton's Board of Directors declared a quarterly dividend of $0.81 per ordinary share, a 7% increase over the
dividend paid in the fourth quarter of 2021. The dividend is payable on March 31, 2022 to sharcholders of record on March 11,
2022. Payment of quarterly dividends in the future depends upon the Company’s ability to generale net income and operating
cash tlows, among other factors. and is subject to declaration by the Eaton Board of Directors. The Company intends to
continue to pay quarterly dividends in 2022,

Share Repurchases

On February 27, 2019, the Board of Directors adopted a share repurchase program for share repurchases up (o $5.0 billion of
ordinary shares (2019 Program). Under the 2019 Program, the ordinary shares are expected to be repurchased over time,
depending on market conditions, the market price of ordinary shares, capital levels, and other considerations. During 2021 and
2020. 0.9 million and 17.1 million ordinary shares, respeclively, were repurchased under the 2019 Program in the open market
at a total cost of $122 million and $1.608 million, respectively. The Company will continue to pursue share repurchases in 2022
depending on market conditions and capital levels. On February 23. 2022, the Board renewed the 2019 Program by providing
authority for up to $5.0 billien in repurchases to be made during the three-year period commencing on that date (2022
Program).

Acquisition of Businesses

The Company paid cash of $4,500 million, $200 million, and $1,180 million to acquire businesses in 2021, 2020 and 2019,
respectively. The Company will continue to focus on deploying its capital toward businesses that provide opportunities for
higher growth and strong returns, and align with secular trends and its power management strategies.

Deby

The Company manages a number of shori-term and long-term debt instruments, including commercial paper. For additional
information on financing transactions and debt. sce Note 8.

Leases
See Note 7 for maturities of lease liabilities.
Unrecognized Income Tax Benefits

At December 31, 2021, the gross unrecognized income tax benefits totaled $1,120 million and interest and penalties were
$128 million. Eaton cannet predict with reasonable certainty the timing of cash settiements with the respective taxing
authorities. For additional information about income taxes sec Note 11.

Defined Benefits Plans
Pension Plans

Dring 2021, the fair value of plan assets in the Company’s employee pension plans increased $319 million to $5.919
million at December 31, 2021. The increase in plan assets was primarily due to strong returns on plan assets and the Company's
contributions to the pension plans. At December 31. 2021. the net unfunded position of $678 million in pension liabilities
consisted of $819 million in plans that have no funding requirements and $97 miliion in plans that require funding. partially
offset by $59 million in the U.S. qualified pension plan that is overfunded and $179 million in all other plans that are
averfunded.

Funding requirements are a major consideration in making contributions to Eaton’s pension plans. With respect to the
Company’s pension plans worldwide, the Company intends to contribute annually not less than the minimum required by
applicable law and regulations, In 2021, $343 million was contributed 1o the pension plans. The Company anticipates making
$1 14 million of contributions to certain pension plans during 2022. The funded status of the Company s pension plans at the
end of 2022. and future contributions. wilt depend primarily on the actual return on assets during the year and the discount rate
used to calculate certain benefits at the end of the year. For additional information about pension plans see Note 9.
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Supply Chain Finance Program

The Company negotiates payment terms directly with its suppliers tor the purchase of goods and services. In addition, a
third-party financial institution offers a voluntary supply chain finance (SCF) program that enabies certain of the Company’s
suppliers. at the supplier®s sole discretion, to seil reccivables due from the Company to the financial institution on terms directly
negotiated with the financial institution. if a supplier clects to participate in the SCF program. the supplier decides which
invoices are sold to the financial institution and the Company has no economic interest in a supplier's decision to sell an
invoice, The SCF program does not have a significant impact on the Company s liquidity as payments by the Company to
participating suppliers are paid to the financial institution on the invoice due date, regardless of whether an individual invoice is
sold by the supplier to the financial institution. The amounts due 1o the financial institution for supplicrs that participate in the
SCF program are included in Accounts payable on the Company*s Consolidated Balance Sheets, and the associated payments
are included in operating activitics on the Consolidated Statements of Cash Flows. At December 31, 2021 and 2020, Accounts
pavable included $151 million and $13 million, respectively, pavable to suppliers that have elected to participate in the SCF
program.

Guaranteed Debt

Issuers, Guarantors and Guarantor Structure

Eaton Corporation has issued senior notes pursuant to indentures dated April 1. 1994 (the 1994 Indenture). November 20.
2012 (the 2012 Indenture) and September 15, 2017 (the 2017 Indenture). The senior notes of Eaton Corporation are registered
under the Securities Act of 1933, as amended {the Registered Senior Notes). Eaton Corporation is also the issuer ol one
outstanding series of privately placed debt securities (the PPNs), and Eaton Capital Unlimited Company. another subsidiary of
Eaton, is the issuer of four outstanding series of debt securities sold in offshore transactions under Regulation S promulgated
under the Securities Act (the Eurobonds). The PPNs, the Eurobonds and the Registered Senior Notes (together, the Senior
Notes) comprise substantially all of Eaton’s leng-term indebtedness.

Substantially all of the Senior Notes. together with the credit facilities described above under Financial Condition and
Liquidity (the Credit Facilities), are guaranteed by Eaton and 18 of ils subsidiaries. Accordingly. they rank equally with each
other. However, because these obligations are not secured. they would be cffectively subordinated to any existing or future
secured indebtedness of Eaton and its subsidiaries. As of December 31, 2021, Eaton has no material. long-term secured debt.
‘The guaranieed Registered Scnior Notes are also structurally subordinated to the liabilities of Eaton's subsidiarics that are not
guarantors, Except as described below under Future Guarantors, Eaton is not obligated to cause its subsidiaries to guarantee the
Registered Sentor Notes.

The table set forth in Exhibit 22 filed with the 2020 Form 10-K filed on February 24, 2021, details the primary obligors and
guaranlors with respect to the guaranteed Registered Senior Notes.

Terms of Guarantees of Registered Securities

Payment of principal and interest on the Registered Senior Notes is guaranteed, on an unsecured. unsubordinated basis by
the subsidiaries of Eaton set forth in the table referenced in Exhibit 22. Each guarantee is full and unconditional. and joint and
several. Each guarantor's guarantee is an unsecured obligation that ranks equally with all its other unsecured and
unsubordinated indebtedness. The obligations of cach guarantor under its guarantec of the Registered Senior Notes is subject to
a customary savings clause or similar provision designed to prevent such guarantee from constituting a fraudulent conveyance
or otherwise legally impermissible or voidable obligation.

Generally, each guarantee of the Registered Senior Notes by a guarantor other than Eaton provides that it will be
automatically and unconditionally released and discharged upon:

(a) the consummation of any transaction permitted under the applicable indenture resulting in such guarantor ceasing to be a
subsidiary, such as a sale to a third party;

(b) such guarantee (so long as the guarantor is not obligated under any other U.S. debt obligations), becoming prohibited by
any applicable law, rule or regulation or by any contractual obligation;

(c) such guarantee resulting in material adverse tax consequences to Eaton or any of its subsidiaries (so long as the applicable
guarantor is not obligated under any other U.S. debt obligation); or

{d) such guarantor becoming a controlled forcign corporation within the meaning Section 957(a) of the Internal Revenue Code
(a CFC). or an entity the material assets of which is limited to equity interests of a CFC.

Notwithstanding the foregoing. each guarantee by a direct or indirect parent of Eaton Corporation (other than Eaton)
provides that it will be relcased only under the circumstances described in subparagraphs (b) and (c) above.

The guarantec of Eaton docs not contain any release provistons.
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Future Guarantors

The 2012 and 2017 Indentures generally provide that. with certain limited exceptions. any subsidiary of Eaton must become
a guarantor if it becomes obligated as borrower or guarantor under any series of debt securities or a syndicated credit facility,
Further, any entily that becomes a direct or indirect parent entity of Eaton Corporation and holds any material assets, with
certain limited exceptions, or owes any material liabilities must become a guarantor.

The 1994 Indenture does not contain provisions with respect to future guarantors.
Summarized Financial Information of Guarantors and Issuers

December 31,

{In millions) o L o _i'l_
Current assets - : _ S : SIRE 1
Noncurrent assets 11,553

‘Current llabllltles ..... ‘ ) ‘_ . 7,',, - . - o ' } E‘S’gn

Noncurrent Ilabllmcs o . L 3 ) o

Amounts due to subsndlanes that an are non-issuers and non-guarantors net o E 'i'“

{In millions) B o o o ) __ﬂ___
Net sales B ) o ) R h ,7 _1 o $ l |i l‘Q 24,..1
Sﬂlcs to submdmncs that are qon-lssucrs and | non-guarantors ) 873

Cost ofproducLs sold ‘ o ; | ‘mk T M"___‘ ] o . l ) ‘ ; ;‘ } "2153
l xpense fromrsubmdlancs that are non~|ssuers and non—guaranlors net o . 435

Net income N o o N ' . i };F &’5533

The financial information presented is that of Eaton Corporation and the Guarantors. which includes Eaton Corporation plc,
on a combined basis and the financial information of non-issuer and non-guarantor subsidiarics has been excluded.
Intercompany balances and transactions between Eaton Corporation and Guarantors have been eliminated. and amounis due
from, amounts due to, and transactions with non-issuer and non-guarantor subsidiaries have been presented separately.

Credit Ratings

- - Eaton's debt has been-assigned the following credit ratings: )

Credit Rating Agency (long- /short-term rating) Rating Outlook

Standard & Poor's o o S AJA2 Stable otitook ] fif]

Moody's . BaaI/P 2 Stable outlook

. T - T T mmmes e e e e e A " »“I"i:irl'(jlﬂ

Fitch ] B L o o BBB+IF2 7 Negatiye outlook’,
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CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conformity with generally accepted accounting principles (GAAP) in the United
Stales requires management to make certain estimates and assumptions that may involve the exercisc of signiticant judgment.
For any estimate or assumption used, there may be other reasonable estimatcs or assumptions that could have been used.
However, based on facts and circumstances inherent in developing estimates and assumptions, management believes it is
untikely that applying other such estimates and assumptions would have caused materially different amounts to have been
reported. Actual results may differ from these estimates.

Revenue Recognition

Sales are recognized when control of promised goods or services are transferred to customers in an amount that reflects the
consideration the Company expects to be entitled to in exchange for those goods or services. Control is transierred when the
customer has the ability to direct the use of and obtain benefits from the goods or services. The majority of the Company’s sales
agreements contain performance obligations satisfied at a point in time when control is transferred to the customer. Sales
recognized over time are generally accounted for using an input measure to determine progress completed at the end ot the
period. Sales for service contracts generally are recognized as the services are provided. For agreements with multiple
performance obligations. judgment is required to determine whether performance obligations specified in these agreements are
distinct and should be accounted for as separate revenue transactions for recognition purposes. In these types of agreements, we
generally allocate sales price to each distinct obligation based on the price of each item sold in separate transactions.

Due to the nature of the work required to be performed for obligations recognized over time, Eaton estimates total costs by
contract. The estimate of total costs are subject 1o judgment. Estimated amounts are included in the recognized sales price to the
exient it is not probable that a significant reversal of cumulative sales will oceur. Additionally, contracts can be modified to
account for changes in contract specifications. requirements or sale price. The effect of a contract modification on the sales
price or adjustments to the measure of completion under the input method are recognized as adjustments to revenue on a
cumulative catch-up basis.

Eaton records reductions to sales for returns, and customer and distributor incentives, primarily comprised of rebates, at the
time of the initial sale. Rebates are estimated based on sales terms, historical experience, trend analysis, and projected market
conditions in the various markets served. The rebate programs offered vary across businesses due to the numerous markets
Eaton serves, but the most common incentives relate to amounts paid or credited to customers for achicving defined volume
levels. Returns are estimated at the time of the sale primarily based on historical experience and recorded gross on the
Consolidated Balance Sheet. See Note 3 for additional information.

Impairment of Goodwill and Other Long-Lived Assets
Goodwill

Goodwill is evaluated annually tor impairment as of July 1 using cither a quantitative or qualitative analysis. Goodwill is
tested for impairment at the reporting unit level, and is based on the net assets for each reporting unit, including goodwill and
intangible asscts. The Company s reporting units are equivalent to the reportable operating segments, except for the Acrospace
segment which has two reporting units. Goodwill is assigned to each reporting unit. as this represents the lowest leve! that
constitutes a business and is the level at which management regularly reviews the operating results. The Company performs a
quantitative analysis using a discounted cash flow model and other valuation techniques. but may elect to perform a qualitative
analysis.

Additionally, goodill is evaluated for impairment whenever an event occurs or circumstances change that would indicate
that it is more likely than not that the fair value of a reporting unit is less than its carrying amount. Events or circumstances that
may result in an impairment review include changes in macroeconomic conditions, industry and market considerations, cost
factors, overall financial performance, other relevant entity-specific events, specific cvents affecting the reporting unit or
sustained decrcase in share price.

The annual goodwill impairment test was performed using a qualitative analysis in 2021 and 2020, except for the eMobility
reporting unit which used a quantitative analysis. A qualitative analysis is performed by assessing certain trends and factors,
including projected market outlook and growth rates, forecasted and actual sales and operating profit margins, discount rates,
industry data, and other relevant qualitative factors. These trends and factors are compared to, and based on, the assumptions
used in the most recent quantitative analysis performed for each reporiing unit. The results of the qualitative analyses did not
indicate a need to perform quantitative analysis.

Goodwill impairment testing was also performed using quantitative analyses in 2020 for the Electrical Americas, Electrical
Global. Hydraulics and Aerospace reporting units due to a reorganization of the Company’s businesses and in 2020 as a result
of the Hydraulics business being classified as held for sate as discussed in Note 2. The Company used the relative fair value
method to reallocate goodwill.
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Quantitative analyses were performed by estimating the fair value for each reporting unit using a discounted cash flow
model. The model includes estimates of future cash flows, tuture growth rates, terminal value amounts, and the applicable
weighted-average cost of capital used to discount those estimated cash flows. The future cash flows were based on the
Company's long-term operating plan and a terminal value was used to estimate the reporting unit's cash flows bevond the period
covered by the operating plan. The weighted-average cost of capital is an estimate of the averail afier-1ax rate of return required
by equity and debt market holders of a business enterprise. These analyses require the exercise of judgments. including
Jjudgments about appropriate discount rates. perpetual growth rates. revenue growth, and margin assumptions. Sensitivity
analyses were performed around certain of thesc assumptions in order to assess the reasonableness of the assumptions and the
resulting estimated fair values.

Based on these analyses performed in 2021 and 2020, the fair value of Eaton's reporting units continue 1o substantially
exceed their respective carrying amounts and thus, no impairment exists.

Indefinite Life Intangible Asseis

Indefinite life intangible assets consist of certain trademarks. They are evaluated annually for impairment as of July 1 using
cither a quantitative or qualitative analysis to determine whether their fair values exceed their respective carrving amounts.
Indefinite life intangible asset impairment testing for 2021 and 2020 was performed using a quantitative analysis. Determining
the fair valuc of these assets requires significant judgment and the Company uses a royalty relief methodology similar to that
employed when the associated assets were acquired, but using updated estimates of future sales, cash flows and profitability.
Sensitivity analvses were performed around certain of these assumptions in order to assess the reasonableness ot the
assumptions and the resulting estimated fair values.

Additionally. indefinite life intangible assets are evaluated for impairment whenever an event occurs or circumstances
change that would indicate that it is more likely than not that the assct is impaired. Events or circumstances that may result in an
impairment review include changes in industry and market considerations. cost factors. financial performance. and other
relevant entity-specific events that could affect inputs used to determine the respective fair values of the indefinite-lived
intangible asscts.

For 2021 and 2020, the fair value of indefinite lived intangible asscts exceeded the respective carrying value.
For additional information about goodwill and other intangible assets see Note 6.
Acquisitions of Businesses

The acquisition ol a business is accounted for using the acquisition method of accounting which requires assets and
liabilities to be recognized at their fair values on the acquisition date. The initial tair valuc of assets acquired and liabilities
assumed may be revised based on the final determination of fair value during the measurement period of 12 months from the
acquisition date. The Company generally determines the fair value of intangible assets acquired using third-party valuations that
arc prepared using discounted cash flow models that rely on the Company's estimates. These estimates require judgement of
future revenue growth rates, future margins, and the applicable weighted-average cost of capital used to discount those
cstimated cash flows. Sensitivity analyvses were performed around certain of these assumptions in order (o assess the
reasonableness of the assumptions and the resulting estimated fair values. For additional information about the acquisitions of’
businesses see Note 2.
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Divestitures of Businesses

The Company records asscts and liabilities of a business to be sold as held for sale in the Consolidated Balance Sheel when
all the required criteria are met. The held for sale asscts and liabilities are initially measured at the lesser of their carrying value
or fair value less cost to sell, with any resulting loss being immediately recognized. In each subsequent reporting period until
the business is sold. the Company continues to estimate the fair value tess cost 1o sell of the business and recognizes any
additional losses, or any gains to the extent losses were previously recorded on the held for sale assets and liabilities.

In the first quarter of 2020, the Company used the relative fair value method to allocate goodwill to the Hydraulics business.
The fair value of the Hydraulics business was estimated based on a combination of the price paid to Eaton by Danfoss A/S and
a discounted cash flow model. The model includes estimates of future cash flows, future growth rates, terminal value amounts,
and the applicable weighted-average cost of capital used to discount those estimated cash flows. The weighted-average cost of
capital is an estimate of the overall after-tax rate of return required by equity and debt market holders of a business enterprise.
These analyses require the exercise of judgments, including judgments about appropriate discount rates, perpetual growth rates,
revenue growth, and margin assumptions. For additional information about the divestitures of businesscs see Note 2.

Recoverability of Deferred Income Tax Assets

Ealon is subject to the income tax laws in the jurisdictions in which it operates. In order to determine the income tax
provision for financial statement purposes, Eaton must make significant estimates and judgments about its business operations
in these jurisdiclions. These estimates and judgments are also used in determining the deferred income tax assets and liabilities
that have been recognized for differences between the financial statement and income tax basis of assets and liabilities, and
income tax loss carrvforwards and income tax credit carry forwards.

Management evaluates the realizability of deferred income tax assets for cach jurisdiction in which it operates. [I"the
Company experiences cumulative pre-tax income in a particular jurisdiction in a three-vear period including the current and
prier two years. management normally concludes that the deferred income tax assets will more likely than not be realizable and
no valuation allowance is recognized, unless known or planned operating developments, or changes in tax laws, would lcad
management 10 conclude otherwise. However. if the Company experiences cumulative pre-tax losses in a particelar jurisdiction
in a threc-vear period including the current and prior two yvears, management then considers a serics of factors in the
determination of whether the deferred income tax assets can be realized. These factors include historical operating results,
known or planned operating developments, the period of time over which certain temporary differences will reverse,
consideration of the utilization of certain deferred income tax liabilitics. tax law carryback capabilily in a particular country,
prudent and feasible tax planning strategics. changes in tax laws, and estimates of future earnings and taxable income using the
same assumptions as those used for the Company’s goodwill and other impairment testing. A fier evaluation of these factors, if
the-deferred income tax assets are-expected 1o -berealized within the tax carrvforward period atlowed- for that specific country.
management would conclude that no valuation allowance would be required. To the extent that the deferred income tax assets
exceed the amount that is expected to be realized within the tax carryforward period for a particutar jurisdiction, management
would establish a valuation allowance. For additional information about income taxes sec Note 11.

Unrecognized Income Tax Benefits

Eaton recognizes an income tax benefit from an uncertain tax position only if it is more likely than not that the benefit would
be sustained upon cxamination by taxing authorities. based on the technical merits of the position. The Company evaluates and
adjusts the amount of unrecognized income tax benefits based on changes in law. facts and circumstances. Eaton also estimates,
where reasonably possible, the increase or decrease in the amount of unrecognized income tax benefits in the next 12 months.

The evaluation and determination of the amount of unrecognized income tax benefits related to uncertain tax positions is
complex and involves both the exercise of judgement and the utilization of certain estimates and assumptions. Each tax position
carries unique facts and circumstances that must be evaluated in light of current 1ax laws, regulations, and judicial decisions,
Additionally, the ultimate resolution of the majority of Eaton’s unrecognized income tax benefits is dependent upon
uncontrollable factors such as the timing of finalizing resolutions of audit disputes through reaching settlement agreements or
concluding litigation, or changes in law.

Pension and Other Postretirement Benefits Plans

The measurement of liabilities related to pension plans and other postretirement benefits plans is based on assumptions
related to future events including interest rates, return on plan assets, rate of compensation increases, and health care cost trend
rates. Actual plan asset performance will either reduce or increase losses included in accumulated other comprehensive loss,
which ultimately affects nct income.
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The discount rate for United States plans was determined by discounting the expected future benefit payments using a
theorctical zero-coupon spot vield curve derived from a universe of high-quality bonds as of the measurement date and solving
for the single rate that would generate the same benefit obligation. Only corporate bonds with a rating of' Aa, determined by
averaging the ratings by Moody’s, Standard & Poor's, and Fitch. were included. Caliable bonds that are not make-whole bonds
and certain other non-comparable bonds were eliminated. Finally, a subsct of bonds was selected by grouping the universe of
bonds by duration and retaining 50% of the bonds that had the highest yields.

.

The discount rates for non-United States plans were determined by region and are based on high quality long-term corporate
and government bonds. Consideration has been given to the duration of the liabilities in cach plan when selecting the bonds to
be used in determining the discount rate.

To estimate the service and interest cost components of net periodic benefit cost for the vast majority of its defined benefits
pension and other postretirement benefits plans, the Company used a spot rate approach by applving the specific spol rates
along the yield curve used to measure the benefit obligation at the beginning of the period to the relevant projected cash flows.

Kcy assumptions used to calculate pension and other postretirement benefits expense are adjusted at cach year-end. A 1-
percentage point change in the assumed rate of return on pension plan assets is estimated to have approximately a $54 million
effect on pension expense. Likewise. a 1-percentage point change in the discount rate is estimated to have approximately a $48
million cffect on pension expense. A 1-percentage point change in the assumed rate of return on other postretirement benefits
assets is estimated to have less than $1 million effect on other postretirement benefits expense. A [-percentage point change in
the discount rate is estimated to have less than $1 million effect on expense for other postretirement benefits plans.

Additional information related to changes in key assumptions used to recognize expense for other postretirement benelits
plans is found in Note 9.

MARKET RISK DISCLOSURE

On a regular basis, Eaton monitors third-party depository institutions that hold its cash and short-term investments, primarily
for safety of principal and secondarily for maximizing yield on those funds. The Company diversifies its cash and short-term
investments among counterparties (0 minimize exposure to any one of these cntities. Eaton also monitors the creditworthiness
of its customers and suppliers to mitigate any adverse impact.

Eaton uses derivative instruments to manage exposure to volatility in raw material costs. currency. and interest rates on
certain debt instruments. Derivative financial instruments used by the Company are straightforward and non-teveraged. The
counterparties to these instruments are tinancial institutions with strong credit ratings. Eaton maintains control over the size of

- positions entered into with any.one.counterparty-and regularly monitors the credit rating of these institutions. See Note 15 for
additional information about hedges and derivative financial instruments.

Eaton’s ability to access the commercial paper market, and the related cost of these borrowings, is based on the strength of
its credit rating and overa!l market conditions. During 2021, the Company has not experienced any material limitations in its
ability to access these sources of liquidity. At December 31, 2021, Eaton had $2,500 million of long-term revolving credit
facilities with banks in support of its commercial paper program, It has no borrowings outstanding under these revolving credit
facilitics.

Interest rate risk can be measured by calculating the short-term earnings impact that would result trom adverse changes in
interest rates. This exposure results from short-term debt, which includes commercial paper at a floating interest rate, long-term
debt that has been swapped to floating rates, and money market investments that have not been swapped to fixed rates. Based
upon the balances of investments and floating rate debt at vear end 2021, a 100 basis point increase in short-term interest rates
would have increased the Company’s net, pre-tax interest expense by $15 million.

Eaton also measures interest rate risk by estimating the net amount by which the fair value of the Company’s linancial
liabilities would change as a result of movements in interest rates. Based on Eaton’s best cstimate for a hypothetical, 100 basis
point increase in interest rates at December 31, 2021. the market value of the Company s debt and interest rate swap portfolio,
in aggregate. would decrease by $503 million.
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In July 2017, the United Kingdom’s Financial Conduct Authority, which regulates the London Interbank Offered Rate
(LIBORY), announced it intends to phase out LIBOR. The final publication of rates for certain USD LIBOR tenors is expected to
be on June 30, 2023. Various parties, including government agencies, are seeking to identify alternative rates to replace LIBOR.
The Company has established a cross-functional project team to evaluate the potential impacts of alternative rates as
replacements to LIBOR in the Company’s contracts, which primarily include revolving credit facilities. tixed-to-floating
interest rate swaps, and forward starting floating-to-fixed interest rate swaps. As of December 31, 2021, the Company’s $500
million 364-day revolving credit facility that will expire on October 3. 2022 and $2,000 million five-year revolving credit
tacility that will expire on October 4. 2026 both include a transition process from LIBOR to an alternative rate. The Company’s
interest rate swaps are expected to settle prior o une 30. 2023. The Company continues 1o evaluate the potential impacts of the
transition from LIBOR to alternative rates in its contracts and the transition is not expected to have a material impact on the
consolidated financial statements,

The Company is exposed to fluctuations in commodity prices duc to velatility in raw material costs and contractual
agreements with suppliers. To partially mitigate this exposure. I2aton enters into commodity contracts for certain raw material
purchases with the objective of minimizing changes in inventory cost due to market price fluctuations, These commodity
contracts are designated for hedge accounting and are generally less than one year in duration. Based on Eaton’s best estimate
tor a hypothetical 10% fluctuation in commodity prices the gain or loss woutd be $4 million. The sensitivity analysis of the
effects of changes in commodity prices assumes the notional value 10 remain constant for the next 12 months. Any change in
the value of the contracts would be offset by an inverse change in the value of the underlying hedged transactions.

The Company is exposed to currency risk associated with translating its functional currency {inancial statements into its
reporting currency, which is the U.S. dollar. As a result, the Company is exposed 10 movements in the exchange rates ol various
currencies against the U.S. dollar. Eaton also monitors exposure to transactions denominated in currencies other than the
functional currency of each country in which the Company operates, and regularly enters into forward contracts to mitigate that
cxposure. [n the aggregate. Eaton’s portfolio of forward contracts related to such transactions was not material to its
Consolidated Financial Statements.

FORWARD-LOOKING STATEMENTS

This Annual Report to Shareholders contains forward-looking stalements concerning litigation and regulatory developments,
expected pension or other post-retirement benefits payments. contributions and rates of return, expected backlog recognition.
expected restructuring charges and benefits, expecied future liquidity. and our intended response 1o climate risks and
opportunitics. These statements may discuss goals, intentions and expectations as to future trends. plans. cvents. results of’
operations or financial condition. or statc other information-relating to-Eaton. based on current beliefs of management as-well as™
assumptions made by, and information currently available to, management. Forward-looking statements generally will be
accompanied by words such as “anticipate,” “believe,” “could.” “cstimate,” “expect,” “forecast,” “guidance,” “intend.” “may.”
“possible,” “potential,” “predict,” “project™ or other similar words, phrases or expressions. These statements should be used
with caution and are subject to various risks and uncertainties, many of which are outside Eaton’s control. The following factors
could cause actual results to differ materially from those in the forward-looking statements: the course of the COVID-19
pandemic and government responses thereto; unanticipated changes in the markets for the Company’s business segments;
unanticipated downturns in business relationships with customers or their purchases trom us; the availability of credit to
customers and suppliers; supply chain disruptions. competitive pressures on sales and pricing; unanticipated changes in the cost
of material, labor and other production costs, or unexpecied costs that cannot be recouped in product pricing; the introduction of
compelting technologies; unexpected technical or marketing difficulties; unexpected claims, charges, litigation or dispute
resolutions: strikes or other labor unrest; the impact of acquisitions and divestitures; unanticipated ditficulties integrating
acquisitions; new laws and governmental regulations; interest rate changes; tax rate changes or exposure o additional income
tax liability; stock market and currency fluctuations; war, natural disasters, civil or political unrest or terrorism: and
unanticipated deterioration of economic and financial conditions in the United States and around the world. Eaton dees not
assume any obligation to update these forward-looking statements.
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Eaton Corporation plc
2021 Annual Report on Form 10-K
Item 15(b)
Exhibit 31.1
Certification

[. Craig Arnold. certify that:
I. 1 have reviewed this annual report on Form 10-K of Eaton Corporalion plc;

2. Based on my knowledge, this report does not contain any untrue statcment of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made. not
misleading with respect to the period covered by this report;

3. Based on my knowledge. the financial statements, and other financial information included in this report. fairly present in
all material respects the financial condition, results of operations and cash flows of the registrant as of. and for. the periods
presented in this report;

4. The registrant’s other centifving officer and | are responsible for establishing and maintaining disclosure controls and
procedurces (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, 1o ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

b) Designed such internal control over financial reporting. or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financiai statements for external purposes in accordance with generally accepted accounting principles;

¢) Ewvaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
- - registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case-of an annual report) that has
maierially affected, or is reasonably likely to materially affect, the registrant’s internal control over linancial reporting;
and

5. The registrant’s other certifving officer and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s anditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely attect the registrant’s ability to record. process. summarize and
report financial infermation; and

b} Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Date: February 23, 2022 Is/ Craig Arold

Craig Arnold
Principal Executive Officer
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Eaton Corporation ple
2021 Annual Report on Form 10-K
Item 15(b)
Exhibit 31.2
Certification

I, Thomas B. Okray, certily that:
1. 1 have reviewed this annual report on Form 10-K of Eaton Corporation plc;

2. Based on my knowledge. this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary (o make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge. the financial statements, and other financial information included in this report. fairly present in
all material respects the financial condition. results of operations and cash tlows of the registrani as of. and for. the periods
presented in this report;

LI

4. The registrant’s other certifving officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢)) and internal control over linancial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision. 1o ensure that material information relating to the registrant. including its consolidated
subsidiaries, is made known te us by athers within those entitics. particularly during the period in which this report is
being prepared,

b} Designed such internal control over financial reporting, or caused such internal control over financial reporting lo be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;

and
5. The registrant’s other certifving officer and I have disclosed, based on our most recent evaluation of interna! control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions):

a}  All significant deficiencies and material weaknesses in the design or operation of internal control over linancial
reporting which are reasonably likely to adversely atftect the registrant’s ability to record. process. summarize and
report financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have a signiticant role in the
registrant’s internal control over tinancial reporting.

Date: February 23, 2022 /s/ Thomas B. Okray

Thomas B. Okray
Principal Financial Officer
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Eaton Corporation plc
2021 Annual Report on Form 10-K
Item 15(b)
Exhibit 32.1
Certification

This written statement is submitted in accordance with Section 906 of the Sarbanes-Oxley Act ot 2002. It accompanies
Eaton Corporation ple’s Annual Report on Form 10-K for the vear ended December 31, 2021 {*10-K Report™).

1 hereby certifv that, based on my knowledge, the Report on Form 10-K fully complies with the requirements of Section
13{a) or 15¢d) of the Securitics Exchange Act of 1934 (15 U.S.C 78m), and information contained in the 10-K Report fairly
presents, in all material respects, the financial condition and results of operations of Eaton Corporation plc and its consolidated
subsidiaries.

Date: February 23,2022 /s/ Craig Arnold

Craig Arnold
Principal Executive Officer
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Eaton Corporation plc
2021 Annual Report on Form 10-K
Item 15(b)
Exhibit 32.2
Certification

This written statement is submitted in accordance with Section 906 of the Sarbanes-Oxlev Act of 2002. 1t accompanies
Eaton Corporation ple’s Annual Report on Form 10-K for the year ended December 31, 2021 (*10-K Repeort™).

I hereby certify that, based on my knowledge, the Report on Form 10-K fully complies with the requirements of Section
13(a) or 13(d) of the Securitics Exchange Act of 1934 (15 U.S.C 78m), and information contained in the 10-K Report fairly
presents, in all material respects, the financial condition and results of operations of Eaton Corporation plc and its consolidated
subsidiaries.

Date: February 23, 2022 /s/ Thomas B. Okray
Thomas B. Okray
Principal Financial Officer
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Eaton global leadership team aso v, 2022

Kirsten M. Park

Servor Vice President, Treasury

Katrina R. Redmond
Senior Vice Presitient ang
Chéef information Offver

Taras G. Szmagala Jr.
Servor Lice Presiden,

Bubwe and Comeranity Aifaics
and Corporate Commumica &ons

Aravind Yarlagadda
Esecuitie Vice President
and Chef Drgital Gffeor

Harpreet Saluja
SamorVire Presidant Corporate

Joe Rodgers
Sernior Vice President,

{ ihics and Comphiznce Lovelopmens and Planning

2021 recognitions

100 Best Corporate Citizens . -
3BL Media

100 Best ESG Companies

Investor's Business Daily

America’s Best Employers by State
O Forbes

Best Place to Work for Disability Inclusion
O Disability:IN

Best Place to Work for LGBTQ Equality

B Human Rights Campaign

FT Diversity Leader

8 Financial Times

FTSE4Good Index Series

G FTSE Russell

EATON 2021 Annual Report

HIRE Vets Medallion Award-Gold
B HIREVets.gov

Most Honored Company

H Institutional Investor Magazine

Most Loved Workplaces

A Newsweek

Top 50 Diversity Employer

B Minority Engineer Magazine

Top 50 Employers in STEM

8 STEM Workforce Diversity Magazine

World's Most Admired Companies

8 Fortune

World's Most Ethical Companies
B Ethisphere Magazine
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There's never been a more important
time than now
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Eaton Corporation ple

30 Permbroke Road | . .
Dublin 4, Ireland ,,/
Eaton.com h
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