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            , 2007

Dear UTC Shareowner:

We are writing to recommend you vote against shareowner proposals 6 and 7 in UTC’s 2007 Proxy Statement. We believe these two shareowner proposals brought respectively
by a labor union pension fund and a local union officer could have an adverse impact on UTC’s proven compensation practices and the shareholder value increases they have
driven.

Proposal 6, brought by the AFL-CIO Reserve Fund, would subject senior executive compensation determinations by the board’s Committee on Compensation and Executive
Development (the “Compensation Committee”) to an “advisory” vote by shareowners. Proposal 7, brought by the Principal Officer of the Teamsters Union Local at Sikorsky
Aircraft, recommends paying incentive compensation “only when the Company’s performance exceeds its peers’ median or mean performance on selected financial and stock
price performance criteria.”

We believe these proposals seek to bring downward pressure on executive compensation in opposition to a market based system. UTC’s compensation system, as designed and
administered by the Compensation Committee, is entirely market based and has produced exceptional value for UTC shareowners. As confirmed in this year’s Proxy
Statement:
 

 •  Over the past 10 years, UTC’s cumulative total shareowner return is more than 2  1/2 times that of either the Dow Jones Industrials or S&P 500.
 

 •  UTC’s market capitalization has increased from $16.6 billion to $62.5 billion over the same period, amply rewarding shareowners.
 

 
•  As designed, 80% of senior executive compensation at UTC is based on company performance. Metrics are earnings growth, cash flow, and total shareholder

return relative to the S&P 500. Base compensation opportunities for UTC executives are set at market median levels.
 

 
•  We believe stock based compensation, including the stock options granted previously and the current stock appreciation rights (SARs) and performance share

units (PSUs), has been the principal factor in cementing the shareholder value agenda within UTC’s executive population.

As shown in the attached charts, 2006 was another excellent year for UTC’s shareowners. Revenues grew to $47.8B, a 12 percent increase over 2005. Organic growth was
again strong at 9 percent, following similar increases in 2005 and 2004 and reflecting strong markets and UTC’s leading technologies and cost performance. Net income and
earnings per share were up 18 and 19 percent respectively (as compared with 2005 before the FIN 47 accounting change). Total shareholder return for the year was 14 percent,
and cumulatively 338 percent over the last decade.

We take particular issue with the positions Institutional Shareholder Services (ISS) has taken on the two proposals and would like to share our views with you.

Proposal 6 (advisory vote): ISS cites other countries that have adopted advisory votes and points to potentially similar legislation in the United States. UTC would not be
concerned with legislation or regulations uniformly applicable to all public companies. Our concern is with selective application to UTC and other companies in this year’s
voting season. We believe the selective downward pressure on executive compensation that could result would be detrimental to shareholder value and a materially adverse
outcome for recruiting and retention of executive talent.
 



Proposal 7 (incentive pay only on superior performance): UTC agrees entirely with the ISS premise that “does not mandate executive compensation be tied to performance
relative to a peer group or that compensation is paid only in cases where company performance exceeds mean or median peer performance. Instead, we are looking for
compensation programs that are substantially performance-based.”

However, ISS recommends a vote for proposal 7 on the basis that it “is supporting the spirit of the proposal: a greater use of at-risk, performance-based cash and equity
compensation for senior executives.” This recommendation is at variance with ISS’ own position supporting UTC’s Long Term Incentive Plan (LTIP) voted by shareholders in
2005. In advocating the LTIP, UTC’s 2005 Proxy Statement noted that under the plan senior executives would receive “50% of award value in the form of Performance Share
Units (PSUs) subject to three year performance targets.”

In reaching its conclusion on this proposal 7, ISS concluded that only 13% of UTC’s equity awards in 2006 were performance-based. We disagree entirely. To achieve this
result, ISS’ current calculations assign an equal value or weight to a SAR and a PSU where most experts conclude the value of a PSU is approximately three times that of a
SAR. This methodology of equal PSU/SAR values is also inconsistent with ISS’ own position recommending UTC’s LTIP in 2005. UTC’s LTIP awards are consistent with and
governed by the ISS recommended plan.

Second, ISS includes in its 13% calculation out-of-cycle SARs awards in 2006 to the Named Executive Officers other than the CEO. These out-of-cycle awards were granted
in early 2006 for recognition and retention on Mr. Chênevert’s election as UTC’s President and Chief Operating Officer.

As calculated and consistent with the 2005 LTIP, the regular 2006 equity awards for the Named Executive Officers were 55% PSUs and 45% SARs.

UTC has a proven record of exceptional financial performance and performance-based compensation that has aligned shareholder and executive interests to great effect over
the past decade and more. We believe it is in shareowners’ interests to vote against proposals 6 and 7 and recommend this.

George David,
Chairman and Chief Executive Officer

Louis R. Chênevert,
President and Chief Operating Officer
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