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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

Quarterly report pursuant to Section 13 or 15(d) ofthe Securities Exchange Act of 1934
For the quarterly period ended March 31, 2012

Commission file number 21396

EATON CORPORATION

(Exact name of registrant as specified in its @rart

Ohio 34-0196300
(State or other jurisdiction of incorporation oganization) (IRS Employer Identification Number)
Eaton Center, Cleveland, Ohio 44114-2584
(Address of principal executive offices) (Zip Code)

(216) 523-5000
(Registrant's telephone number, includirga code)

Not applicable

(Former name, former address and former fiscal fedranged
since last report)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the past@g@s. Ye$p Noo

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥@tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (8§232.405 of this ¢hgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). eBlo o

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filgr Accelerated fileo Non-accelerated filar Smaller reporting comparay

(Do not check if a smaller
reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Bxcje Act). Ye® Nop

There were 336.5 million Common Shares outstandingf March 31, 2012 .




Table of Contents

TABLE OF CONTENTS

PART | — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
ITEM 4. CONTROLS AND PROCEDURES
PART Il — OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
ITEM 6. EXHIBITS
SIGNATURES
Exhibit Index
EX-12
EX-31.1
EX-31.2
EX-32.1
EX-32.2
EX-101 INSTANCE DOCUMENT
EX-101 SCHEMA DOCUMENT
EX-101 CALCULATION LINKBASE DOCUMENT
EX-101 DEFINITION LINKBASE DOCUMENT
EX-101 LABELS LINKBASE DOCUMENT
EX-101 PRESENTATION LINKBASE DOCUMENT




Table of Contents

PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS.

EATON CORPORATION
CONSOLIDATED STATEMENTS OF INCOME

Three months ended

March 31

(In millions except for per share data) 2012 2011
Net sales $  3,96( $ 3,80¢
Cost of products sold 2,75¢ 2,682
Selling and administrative expense 702 665
Research and development expense 10t 10t
Interest expense-net 28 32
Other expense (income)-net 3 (16)

Income before income taxes 36¢€ 33t
Income tax expense 57 49

Net income 311 28¢€
Adjustment for net loss for noncontrolling intesest — 1

Net income attributable to Eaton common shareholdes $ 311 $ 287
Net income per common share
Diluted $ 0.91 $ 0.8t
Basic 0.9 0.84
Weighted-average number of common shares outstandin
Diluted 339.¢ 345.%
Basic 335.2 340.1
Cash dividends paid per common share $ 0.3¢ $ 0.34

The accompanying notes are an integral part oetbeadensed consolidated financial statements.
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EATON CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In millions)
Net income

Adjustment for net loss for noncontrolling interest
Net income attributable to Eaton common shareholder

Other comprehensive income (loss), net of tax
Foreign currency translation and related hedgistriments
Pensions and other postretirement benefits
Cash flow hedges
Other comprehensive income
Adjustment for other comprehensive income for noicdling interests
Other comprehensive income attributable to Eaton cmmon shareholders

Total comprehensive income attributable to Eaton cmmon shareholders

The accompanying notes are an integral part oktbeadensed consolidated financial statements.

Three months ended

March 31
2012 2011
311 28¢€
— 1
311 287
17z 217
38 16
16 Q)
22¢ 232
— 1)
22¢ 231
537 51¢
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EATON CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(In millions)

Assets

Current assets
Cash
Short-term investments
Accounts receivable-net
Inventory
Other current assets

Total current assets

Property, plant and equipment-net

Other noncurrent assets
Goodwill
Other intangible assets
Deferred income taxes
Other assets

Total assets

Liabilities and shareholders’ equity
Current liabilities

Short-term debt

Current portion of long-term debt

Accounts payable

Accrued compensation

Other current liabilities

Total current liabilities

Noncurrent liabilities
Long-term debt
Pension liabilities
Other postretirement benefits liabilities
Deferred income taxes
Other noncurrent liabilities
Total noncurrent liabilities

Shareholders’ equity
Eaton shareholders’ equity
Noncontrolling interests
Total equity

Total liabilities and equity

March 31, December 31,
2012 2011

$ 367 $ 38t

444 69¢

2,58¢ 2,44¢

1,77¢ 1,701

704 597

5,88 5,82¢

2,66( 2,60z

5,60¢ 5,531

2,192 2,192

1,057 1,13¢

597 582

$ 17,99: $ 17,87:

$ 86 $ 86

31¢ 321

1,53(C 1,491

297 42C

1,33: 1,31¢

3,56¢ 3,631

3,34 3,36¢

1,511 1,79

64C 642

45C 44z

52¢ 501

6,47¢ 6,74¢

7,93: 7,46¢

21 23

7,95¢ 7,49:2

$ 17,99:¢ $ 17,87:

The accompanying notes are an integral part oktbeadensed consolidated financial statements.
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EATON CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In millions)
Operating activities
Net income
Adjustments to reconcile to net cash used in opeyactivities
Depreciation and amortization
Contributions to pension plans
Contributions to other postretirement benefits plan
Changes in working capital
Other-net
Net cash used in operating activities

Investing activities
Capital expenditures for property, plant and eq@pm
Sales of short-term investments-net
Other-net
Net cash provided by investing activities

Financing activities
Borrowings with original maturities of more thandh months
Proceeds
Payments
Borrowings with original maturities of less thamed months-net (primarily commercial paper)
Cash dividends paid
Exercise of equity-based awards
Repurchase of shares
Excess tax benefit from equity-based compensation
Other-net
Net cash used in financing activities

Effect of foreign exchange rate changes on cash
Total decrease in cash
Cash at the beginning of the period

Cash at the end of the period

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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Three months ended

March 31
2012 2011

311 $ 28¢€
14C 13¢
(330 (282)
(15) (16)
(38¢) (41¢)
184 (13
(98) (304)
(10%) (88)
262 34¢
(16) 6
141 26€
— 5
2 17)
1 19
(127 (11€)
43 53
— (0
13 —
3 P
(69) (10€)
8 12
(19) (132
38t 33:
367 $ 201
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EATON CORPORATION
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS

Amounts are in millions unless indicated otherwjser share data assume dilution).

Note 1. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidataddial statements of Eaton Corporation (EatoG@@npany) have been prepare
accordance with generally accepted accounting iptegfor interim financial information, the insttions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not includédadlthe information and footnotes required by gailg accepted accounting principles for
complete financial statements. However, in the iopiof management, all adjustments (consistingosfmal recurring accruals) have been
made that are necessary for a fair presentatidéimeofondensed consolidated financial statementhéointerim periods.

This Form 10-Q should be read in conjunction with tonsolidated financial statements and relatégbrincluded in Eaton’s 2011 Form
10-K. The interim period results are not necesganiicative of the results to be expected forftileyear. Management has evaluated
subsequent events through the date this Form 1@sXiked with the SEC.

Certain prior year amounts have been reclassifiehform to the current year presentation.

Note 2. ACQUISITIONS OF BUSINESSES

In 2012 and 2011 , Eaton acquired businesses aatkdrinto a joint venture in separate transactidhe Consolidated Statements of
Income include the results of these businesses tinerdates of the transactions or formation. Theseactions and the related annual sales
prior to acquisition are summarized below:

Date of Business Annual

Acquired businesses and joint venture transaction segment sales

E.A. Pedersen Company December 29, Electrical $37 for 2011
A United States manufacturer of medium voltage switchgear, metal-clad 2011 Americas
switchgear, power control buildings and relay control panels primarily for the
electrical utilitiesindustry.

IE Power, Inc. August 31, Electrical $5 for 2010
A Canadian provider of high power inverters for a variety of mission-critical 2011 Americas
applications including solar, wind and battery energy storage.

E. Begerow GmbH & Co. KG August 15, Hydraulics $84 for 2010
A German system provider of advanced liquid filtration solutions. This business 2011
develops and produces technologically innovative filter media and filtration
systems for food and beverage, chemical, pharmaceutical and industrial
applications.

ACTOM Low Voltage June 30, Electrical $65 for the
A South African manufacturer and supplier of motor control components, 2011 Rest of year ended
engineered electrical distribution systems and uninterruptible power supply World May 31,
(UPS) systems. 2011

C.l. ESI de Colombia S.A. June 2, Electrical $8 for 2010
A Colombian distributor of industrial electrical equipment and engineering 2011 Americas
services in the Colombian market, focused on oil and gas, mining, and
industrial and commercial construction.

Internormen Technology Group May 12, Hydraulics $55 for 2010
A Germany-based manufacturer of hydraulic filtration and instrumentation with 2011
sales and distribution subsidiariesin China, the United States, India and Brazil.

Eaton-SAMC (Shanghai) Aircraft Conveyance Systenmiflacturing March 8, Aerospace Joint venture

Co,, Ltd. 2011

A 49%-owned joint venture in China focusing on the design, development,
manufacturing and support of fuel and hydraulic conveyance systems for the



global civil aviation market.
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Date of Business Annual
Acquired businesses and joint venture transaction segment sales
Tuthill Coupling Group January 1, Hydraulics $35 for the
A United States based manufacturer of pneumatic and hydraulic quick coupling 2011 year ended
solutions and |eak-free connectors used in industrial, construction, mining, November 30,
defense, energy and power applications. 2010

On February 20, 2012 , Eaton reached an agreementuire Polimer Kaucuk Sanayi ve Pazarlama A& $urkish manufacturer of
hydraulic and industrial hose. This business s&llproducts under the SEL brand name and had sa%235 for 2011 . The acquisition is
expected to close in the second quarter of 2012xdlhde included in the Hydraulics segment. Therte of the agreement are subject to
customary closing conditions.

On April 5, 2012 , Eaton reached an agreementdaise substantially all the shares of Jeil HydresilCo., Ltd, a Korean manufacturer
hydraulic motors and valves with sales of $1892f@t1 . The acquisition is expected to close earthé third quarter of 2012 and will be
included in the Hydraulics segment. The terms efdgreement are subject to customary closing dondit

Note 3. ACQUISITION INTEGRATION CHARGES

Eaton incurs charges related to the integraticscqtiired businesses. A summary of these chargesvéol

Three months ended

March 31
2012 2011

Business segment
Electrical Americas $ 1 $ 3
Electrical Rest of World 1 —
Hydraulics 1 —

Total integration charges before income taxes $ 3 $ 3
After-tax integration charges $ 2 $ 2
Per common share $ 0.01 $ 0.01

Charges in 2012 were related primarily to ACTOM Ldaitage, E. Begerow GmbH & Co. KG, Tuthill Cougisroup and Internormen
Technology Group. Charges in 2011 were relatedamilynto CopperLogic, Wright Line Holding and EMQgineers. These charges were
included in Cost of products sold or Selling anchadstrative expense, as appropriate. In Note 1&ifess Segment Information, the charges
reduced Operating profit of the related businegen&at. See Note 2 for additional information aldmuginess acquisitions.

Note 4. GOODWILL

A summary of goodwill follows:

March 31, December 31,
2012 2011

Electrical Americas $ 2,074 $ 2,04z
Electrical Rest of World 1,00¢ 981
Hydraulics 1,12¢ 1,11€
Aerospace 1,04 1,04(
Truck 15C 15C
Automotive 20¢ 207
Total goodwill $ 5,60t $ 5,537

The increase in goodwill in 2012 was primarily dadoreign currency translation. For additionabirrhation regarding acquired
businesses, see Note 2.
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Note 5. RETIREMENT BENEFITS PLANS

The components of retirement benefits expenseviollo

Three months ended March 31

United States Non-United States Other postretirement

pension benefit expense pension benefit expense benefits expense

2012 2011 2012 2011 2012 2011
Service cost $ 29 $ 23 $ 12 $ 13 $ 4 $ 4
Interest cost 34 33 19 20 9 10
Expected return on plan assets (45) (472) (29 (18) (D)} —
Amortization 29 19 4 3 4 3
47 34 16 18 16 17
Settlement loss 4 3 2 — — —
Total expense $ 51 $ 37 $ 18 $ 18 $ 16 $ 17

Note 6. LEGAL CONTINGENCIES

In December 2010, a Brazilian court held that ajjndnt obtained by a Brazilian company, Raysul,regja@nother Brazilian company,
Saturnia, which was sold by Eaton in 2006 , cowebforced against Eaton Ltda. This judgment iedas an alleged violation of an agency
agreement between Raysul and Saturnia. At MarcR@IL2 , the Company has a total accrual of 72 BaazReais related to this matter ( $39
based on current exchange rates), comprised of&filAn Reais recognized in the fourth quarte2@f0 ( $33 based on current exchange
rates) with an additional 12 Brazilian Reais redpgd through March 31, 2012 ( $6 based on currectiange rates) due to subsequent
accruals for interest and inflation. The Companpgests that any sum it may be required to pay imeotion with this matter will not exceed
the amount of the recorded liability. In 2010, Eafilted motions for clarification with the Braziliacourt of appeals which were denied on
April 6, 2011 . Eaton Holding and Eaton Ltda. filgppeals on various issues to the Superior Coultigtice in Brasilia. On September 27,
2011 , the Superior Court of Justice accepted titbeappeals and on November 21, 2011 , Eatomiainéng appeal was accepted. These
appeals will be heard in due course.

On October 5, 2006 , ZF Meritor LLC and Meritor fismission Corporation (collectively, Meritor) fileth action against Eaton in the
United States District Court for Delaware. The @ttought damages, which would be trebled undetedr8tates antitrust laws, as well as
injunctive relief and costs. The suit alleged tBaton engaged in anti-competitive conduct agairetiter in the sale of heavy-duty truck
transmissions in North America. Following a fourekerial on liability only, on October 8, 2009 gtfury returned a verdict in favor of
Meritor. Eaton firmly believes that it competesiigiand honestly for business in the marketplaoéd, that at no time did it act in an anti-
competitive manner. During an earlier stage indh®e, the judge concluded that damage estimatésined in a report filed by Meritor were
not based on reliable data and the report wasfsgalyi excluded from the case. On November 3, 20B8ton filed a motion for judgment as
a matter of law and to set aside the verdict. Tination was denied on March 10, 2011 . On March2D4,1, Eaton filed a motion for entry of
final judgment of liability, zero damages and nmunttive relief. That motion was denied on Jung®,1 . On August 19, 2011 , the Court
entered final judgment of liability but awarded aeglamages to plaintiffs. The Court also enterethjmction prohibiting Eaton from offering
rebates or other incentives based on purchasiggttabut stayed the injunction pending appeal.rEh&s appealed the liability finding and
the injunction to the Third Circuit Court of AppeaMeritor has cross-appealed the finding of zenmages. Accordingly, an estimate of any
potential loss related to this action cannot beerstdhis time.

Eaton is subject to a broad range of claims, adstrative and legal proceedings such as lawsuitgdate to contractual allegations, tax
audits, patent infringement, personal injuriesl(iding asbestos claims), antitrust matters and eynpént-related matters. Although it is not
possible to predict with certainty the outcome astof these matters, the Company believes thdynatlhave a material adverse effect on
consolidated financial statements.

Note 7. INCOME TAXES

The effective tax rate for the first quarter of 20&as 15.6% compared to 14.5% for the first quart®011 . The higher effective tax rate
in the first quarter of 2012 was primarily attrinbte to greater levels of income in high tax ratésgictions and the expiration of the U.S.
Research and Experimentation tax credit as of Dbeeid1, 2011.
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At the end of the fourth quarter of 2011, the IRSued a Notice for Eaton's 2005 and 2006 tax y&aesNotice proposes assessments of
$75 in additional taxes plus $52 in penalties eglgirimarily to transfer pricing adjustments foogucts manufactured in the Company's
facilities in Puerto Rico and the Dominican Repalalnd sold to affiliated companies located in th8.Unet of agreed credits and deductions.
The Company has set its transfer prices for pradsmid between these affiliates at the same pitiggghe Company sells such products to
third parties. The Notice was issued despite tt& hBRving previously recognized the validity of @empany's transfer pricing methodology
by entering into two successive binding AdvanceiRg Agreements (APAS) that approved and, in faatjuired the application of the
Company's transfer pricing methodology for theytear period of 2001 through 2010. For the yeard 2Bfbugh 2004, the IRS had
previously accepted the transfer pricing methodplaiated to these APAs after a comprehensive weu@nducted in two separate audit
cycles. On December 16, 2011 , immediately prichtoNotice being issued, the IRS sent a lettéingtéhat it was canceling the APAs.

The Company firmly believes that the proposed a&ssests are without merit. The Company also beli¢vasit was in full compliance
with the terms of the two APAs and that the IR®/Bateral attempt to retroactively cancel these bimling contracts is also without merit
and represents a breach of the two contracts. Gruaey 29, 2012 , the Company filed a Petition wiith U.S. Tax Court in which it asserted
that the transfer pricing established in the twaAAd@ntracts meets the arms-length standard sdiey1tS. income tax law, that the transfer
pricing the Company has used is in full compliandth U.S. income tax laws, and accordingly, that tlvo APA contracts should be enfori
in accordance with their terms. The Company betighat the ultimate resolution of this matter wilit have a material impact on its
consolidated financial statements.

Note 8. EQUITY

The changes in Shareholders’ equity follow:

Eaton

shareholders’ Noncontrolling Total

equity interests equity
Balance at December 31, 2011 $ 7,46¢ $ 23 $ 7,492
Net income 311 — 311
Other comprehensive income 22¢ — 22¢
Cash dividends paid (127) 2 (129
Issuance of shares under equity-based compengsdsins-net 54 — 54
Balance at March 31, 2012 $ 793§ 21 % 7,954

Net Income per Common Share

A summary of the calculation of net income per canmhare attributable to common shareholders faliow

Three months ended

March 31

(Shares in millions) 2012 2011
Net income attributable to Eaton common sharehslder $ 311 $ 287
Weighted-average number of common shares outsigyutilnted 339.¢ 345.7
Less dilutive effect of stock options and restidcstock awards 4.4 5.€

Weighted-average number of common shares outstguidisic 335.¢ 340.1
Net income per common share

Diluted $ 0.91 $ 0.8:

Basic 0.9 0.84

For the first quarter of 2012 and 2011 , 0.9 millemd 0.1 million stock options, respectively, wexeluded from the calculation of
diluted net income per common share because theisggrice of the options exceeded the averag&enprice of the common shares dui
the period and their effect, accordingly, would é&een antidilutive.
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Note 9. FAIR VALUE MEASUREMENTS

Fair value is measured based on an exit pricegsepting the amount that would be received toasetisset or paid to satisfy a liability in
an orderly transaction between market participdfdas. value is a market-based measurement thatdsbewetermined based on assumptions
that market participants would use in pricing asea®r liability. As a basis for considering susisamptions, a fair value hierarchy is
established, which categorizes the inputs usedeiasnring fair value as follows: (Level 1) obsereabputs such as quoted prices in active
markets; (Level 2) inputs, other than the quotedggrin active markets, that are observable edhrectly or indirectly; and (Level 3)
unobservable inputs in which there is little ormarket data, which require the reporting entitgdéoelop its own assumptions.

A summary of financial instruments recognized at¥alue, and the fair value measurements uselbvist

Quoted prices

in active Other
markets for observable Unobservable
identical assets inputs inputs
Total (Level 1) (Level 2) (Level 3)

March 31, 2012
Cash $ 367 $ 367 $ — $ —
Short-term investments 444 444 — —
Net derivative contracts 46 — 46 —
Long-term debt converted to floating interest rdigs

interest rate swaps - net 56 — 56 —
December 31, 2011
Cash $ 38¢ $ 38¢ $ — $ —
Short-term investments 69¢ 69¢ — —
Net derivative contracts 46 — 46 —
Long-term debt converted to floating interest rdigs

interest rate swaps - net 66 — 66 —

Eaton values its financial instruments using amugtd; standard market approach, in which pricesaher relevant information is
generated by market transactions involving idehticaomparable assets or liabilities. No finanaistruments were recognized using
unobservable inputs.

Other Fair Value Measurements

Long-term debt and the current portion of long-telebt had a carrying value of $3,664 and fair valu$4,212 at March 31, 2012
compared to $3,687 and $4,273 , respectively, aeBer 31, 2011 . The fair value of debt is deteemiibased on trade information in the
financial markets of the Company's public debt sncbnsidered a Level 2 fair value measurement.

Note 10. DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVI  TIES

In the normal course of business, Eaton is exptsedrtain risks related to fluctuations in inténeges, foreign currency exchange rates
and commodity prices. The Company uses variousat@re and non-derivative financial instrumentspyarily interest rate swaps, foreign
currency forward exchange contracts, foreign curyeswaps and, to a lesser extent, commodity castrecmanage risks from these market
fluctuations. The instruments used by Eaton aegditforward, non-leveraged instruments. The capaigies to these instruments are
financial institutions with strong credit ratingsaton maintains control over the size of positientered into with any one counterparty and
regularly monitors the credit rating of these igions. Such instruments are not purchased andfgotrading purposes.

Derivative financial instruments are accountedafiofair value and recognized as assets or liaslith the Condensed Consolidated
Balance Sheets. Accounting for the gain or lossltiag from the change in the fair value of theidative financial instrument depends on
whether it has been designated, and is effectavpaa of a hedging relationship and, if so, athéonature of the hedging activity. Eaton
formally documents all relationships between deiieafinancial instruments accounted for as hedgesthe hedged item, as well as its risk-
management objective and strategy for undertakiadhedge transaction. This process includes lin#targvative financial instruments to a
recognized asset or liability, specific firm commént, forecasted transaction, or net investmeatforeign operation. These financial
instruments can be designated as:

» Hedges of the change in the fair value of ageced fixed-rate asset or liability, or the firmnamitment to acquire such an asset or
liability (a fair value hedge); for these hedgés tjain or loss from the derivative financial instent, as well as the offsetting loss
gain on the hedged item attributable to the hedigécare recognized in income during the periodhadnge in fair value.

10
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e Hedges of the variable cash flows of a recoghiziable-rate asset or liability, or the foreeasacquisition of such an asset or
liability (a cash flow hedge); for these hedges, ¢ffective portion of the gain or loss from theidgtive financial instrument is
recognized in Accumulated other comprehensive irc@oss) and reclassified to income in the sam®@avhen the gain or loss on
the hedged item is included in income.

» Hedges of the foreign currency exposure reladeainet investment in a foreign operation (a ne¢stment hedge); for these hedges,
the effective portion of the gain or loss from theivative financial instrument is recognized incAmulated other comprehensive
income (loss) and reclassified to income in theespariod when the gain or loss related to themeatstment in the foreign operation
is included in income.

The gain or loss from a derivative financial instent designated as a hedge that is effective ssified in the same line of the
Consolidated Statements of Income as the offseltisgor gain on the hedged item. The change irvédiie of a derivative financial
instrument that is not effective as a hedge is idiately recognized in income.

For derivatives that are not designated as a hegigegain or loss is immediately recognized in meo The majority of derivatives usec
this manner relate to risks resulting from assetmbilities denominated in a foreign currency amdtain commodity contracts that arise in
the normal course of business. Gains and lossesiatsd with commodity hedge contracts are repartetbst of products sold.

Eaton uses certain of its debt denominated indoreurrency to hedge portions of its net investmémforeign operations against foreign
currency exposure (net investment hedges). Deldrderated in foreign currency and designated asdaivative net investment hedging
instruments was $122 at March 31, 2012 and $12®eember 31, 2011 .

Derivative Financial Statement Impacts

The fair value of derivative financial instrumen¢gognized in the Condensed Consolidated BalaneetSHollows:

Other Other Other Other
Notional current long-term current long-term Type of
amount assets assets liabilities liabilities hedge Term
March 31, 2012
Derivatives designated as hedges
Fixed-to-floating interestrate swaps $ 1,29¢ $ — $ 61 $ — $ 5 Fair value 1 to 22 years
Floating-to-fixed interest rate swaps 30C — — — 1 Cash flow 2 years
Foreign currency exchange contracts 40¢ 6 — 1 — Cash flow 12 to 36 months
Commaodity contracts 51 — — 2 — Cash flow 12 months
Total $ 6 $ 61 ¢ 3 9 6
Derivatives not designated as hedges
Foreign currency exchange contracts$ 3,08¢ $ 9 $ 18 12 months
Commodity contracts 64 1 4 12 months
Total $ 10 $ 22
December 31, 2011
Derivatives designated as hedges
Fixed-to-floating interestrateswaps $ 94C $ — $ 68 $ — $ 2 Fair value 1to 22 years
Floating-to-fixed interest rate swaps 30C — — — — Cash flow 2 years
Foreign currency exchange contracts 30¢ 4 — 9 — Cash flow 12 to 36 months
Commaodity contracts 47 — — 7 — Cash flow 12 months
Total $ 4 $ 68 ¢ 16 $ 2
Derivatives not designated as hedges
Foreign currency exchange contracts $ 2,95¢ $ 18 $ 14 12 months
Commaodity contracts 61 — 12 12 months
Total $ 18 $ 26

11
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The foreign currency exchange contracts showndrtahle above as derivatives not designated asbkeatg primarily contracts entered
into to manage foreign currency volatility or expason intercompany sales and loans. While Eates dot elect hedge accounting treatn
for these derivatives, Eaton targets managing 16D&te intercompany balance sheet exposure to nurithe effect of currency volatility
related to the movement of goods and serviceseimtinmal course of its operations. This activifyresents the great majority of these fore
currency exchange contracts.

Amounts recognized in Accumulated other compretvenisicome (loss) follow:

Three months ended March 31

2012 2011
Gain (loss) Gain (loss)
Gain (loss) reclassified Gain (loss) reclassified
recognized in from recognized in from
Accumulated Accumulated Accumulated Accumulated
other other other other
comprehensive comprehensive comprehensive comprehensive
income (loss) income (loss) income (loss) income (loss)
Derivatives designated as cash flow hedges
Foreign currency exchange contracts $ 9 $ 2 $ 1 $ —
Commaodity contracts 4 2 — 2
Floating-to-fixed interest rate swaps QD — — —
Total $ 12 $ (4) $ 1 $ 2

Gains and losses reclassified from Accumulatedratbmprehensive income (loss) to the ConsolidatateBients of Income were
recognized in Cost of products sold.

Amounts recognized in net income follow:

Three months ended

March 31
2012 2011
Derivatives designated as fair value hedges
Fixed-to-floating interest rate swaps $ (10 $ (6)
Related long-term debt converted to floating inderates by interest rate swaps 10 6
$ — $ —
Gains and losses described above were recognidateiest expense.
Note 11. INVENTORY
The components of inventory follow:
March 31, December 31,
2012 2011
Raw materials $ 747 $ 70€
Work-in-process 291 272
Finished goods 89C 867
Inventory at FIFO 1,92¢ 1,84¢
Excess of FIFO over LIFO cost (149 (149
Total inventory $ 1,77¢ $ 1,701

12
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Note 12. BUSINESS SEGMENT INFORMATION

Operating segments are defined as componentseaitarprise about which separate financial inforarais available that is evaluated on
a regular basis by the chief operating decisionenalk decision making group, in deciding how to@dte resources to an individual segment
and in assessing performance. Eadaperating segments are Electrical Americas, BtattRest of World, Hydraulics, Aerospace, Truckl.
Automotive. For additional information regardingt&as business segments, see Note 14 to the Cdasadi Financial Statements contained
in the 2011 Form 10-K.

Three months ended

March 31
2012 2011

Net sales
Electrical Americas $ 1,08 $ 964
Electrical Rest of World 651 743
Hydraulics 73t 68t
Aerospace 43C 38¢
Truck 631 57¢€
Automotive 42¢€ 44¢

Total net sales $  3,96( $ 3,808
Segment operating profit
Electrical Americas $ 162 $ 132
Electrical Rest of World 53 70
Hydraulics 10¢ 10€
Aerospace 60 45
Truck 11€ 90
Automotive 44 50

Total segment operating profit 544 492
Corporate
Amortization of intangible assets (42 (48)
Interest expense-net (28) (32
Pension and other postretirement benefits expense (47) (33
Other corporate expense-net (65) (45)

Income before income taxes 36¢& 33t
Income tax expense 57 49

Net income 311 28¢€
Adjustment for net loss for noncontrolling intesest — 1

Net income attributable to Eaton common shareholdes $ 311 $ 287
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ITEM 2. MANAGEMENT’ S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS.

Amounts are in millions of dollars or shares unliesicated otherwise (per share data assume dilutio

COMPANY OVERVIEW

Eaton Corporation (Eaton or Company) is a diverdifpower management company with 2011 net salg$60 billion. The Company is
a global technology leader in electrical componenmis systems for power quality, distribution andtoal; hydraulics components, systems
and services for industrial and mobile equipmeatpapace fuel, hydraulics and pneumatic systemsoimmercial and military use; and tru
and automotive drivetrain and powertrain systempé&formance, fuel economy and safety. Eaton ppsoaimately 72,000 employees in
over 50 countries, and sells products to custoimearsore than 150 countries.

Eaton acquired certain businesses that affect caahidy on a year over year basis. The Consold&ttements of Income include the
results of these businesses from the dates ofahedctions or formation. For a list of businesgugitions and joint ventures impacting the
comparative periods, see Note 2 to the Condenseddlidated Financial Statements.

A summary of Eaton’s Net sales, Net income attabléd to Eaton common shareholders, and Net inca@negmmon share-diluted
follows:

Three months ended

March 31
2012 2011
Net sales $  3,96( $ 3,80:
Net income attributable to Eaton common sharehsider 311 287
Net income per common share-diluted $ 0.91 $ 0.8

RESULTS OF OPERATIONS

The following discussion of Consolidated Finan&alsults and Business Segment Results of Operatiolusles certain non-GAAP
financial measures. These financial measures ieabyerating earnings, operating earnings per conshare, and operating profit before
acquisition integration charges for each businegsent, each of which excludes amounts that diffen the most directly comparable
measure calculated in accordance with generallgmed accounting principles (GAAP). A reconciliatiof each of these financial measures
to the most directly comparable GAAP measure ikiohed in the table below and in the discussiorhefdperating results of each business
segment. Management believes that these finan@abuores are useful to investors because they extlagsactions of an unusual nature,
allowing investors to more easily compare Eatomaricial performance period to period. Managemessuhis information in monitoring
and evaluating the on-going performance of Eatahesth business segment.
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Consolidated Financial Results

Three months ended

March 31
2012 2011 Increase
Net sales $ 3,96( $ 3,808 4%
Gross profit 1,20€ 1,121 8%
Percent of net sales 30.5% 29.5%
Income before income taxes 36¢ 33t 10%
Net income $ 311 $ 28€ 9%
Adjustment for net loss for noncontrolling intesest — 1
Net income attributable to Eaton common sharehslder 311 287 8%
Excluding acquisition integration charges (aftef}ta 2
Operating earnings $ 313 $ 28¢ 8%
Net income per common share-diluted $ 0.91 $ 0.8 10%
Excluding per share impact of acquisition integnati
charges (after-tax) 0.01 0.01
Operating earnings per common share $§ 09z § 084 10%
Net Sales

Net sales in the first quarter of 2012 increasedcd¥apared to the first quarter of 2011 . The smleease was due to an increase of 4% in
core sales and 1% from acquisitions of businegsesally offset by a 1% decrease from the impddoreign exchange. The increase in core
sales in the first quarter of 2012 reflects modestvth of the Company's markets, which increasedme first quarter of 201@mpared tc
the same period in 2011 . Eaton now anticipate®itsnues will grow by ¥/ ,% for all of 2012 .

Gross Profit

Gross profit increased 8% in the first quarter @2 compared to the first quarter of 2011 . Gras$itgmargin increased 1.0 percentage
points from 29.5% in the first quarter of 2011 @5 in the first quarter of 2012 . The gross pnofargin was positively impacted by
benefits from higher sales volumes.

Income Taxes

The effective tax rate for the first quarter of 20&as 15.6% compared to 14.5% for the first quart®011 . The higher effective tax rate
in the first quarter of 2012 was primarily attrinbte to greater levels of income in high tax ratésgictions and the expiration of the U.S.
Research and Experimentation tax credit as of Dbeeid1, 2011.

Net Income

Net income attributable to Eaton common sharehsld&f311 in the first quarter of 2012 increased@¥hpared to Net income
attributable to Eaton common shareholders of $88He first quarter of 2011 , and Net income penemn share of $0.91 in the first quarter
of 2012 increased 10% over Net income per commareshf $0.83 in the first quarter of 2011 . Thecpetage increase in Net income per
common share was higher than the percentage irmche&et income attributable to Eaton common shaldehis due to fewer shares
outstanding at March 31, 2012 compared to Marct2811 as a result of shares repurchased in theddwif of 2011.

Business Segment Results of Operations

The following is a discussion of net sales, opagaprofit and operating profit margin by businesgraent which includes a discussion of
operating profit and operating profit margin befacguisition integration charges. For addition&biimation related to acquired businesses
and acquisition integration charges, see Note 2Nwid 3 to the Condensed Consolidated Financiaé@tants, respectively.
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Electrical Americas

Three months ended

March 31
2012 2011 Increase

Net sales $ 1,08i $ 964 13%
Operating profit 162 132 23%
Operating margin 14.<% 13.7%
Acquisition integration charges $ 1 $ 3
Before acquisition integration charges

Operating profit $ 168 $ 13k 21%

Operating margin 15.(% 14.(%

Net sales increased 13% in the first quarter oR2mpared to the first quarter of 2011 due tonaneiase of 13% in core sales and an
increase of 1% from the acquisition of businespasgjally offset by a decrease of 1% from the impddoreign exchange. The increase in
sales was due to continued growth in markets sdvydtle Electrical Americas segment, with partidylatrong growth in nonresidential
construction markets. End markets grew 7% in tret djuarter of 2012 compared to the first quarfetil . Eaton now anticipates its
Electrical Americas markets will grow by 6% for afl2012 .

Operating profit before acquisition integration igfes in the first quarter of 2012 increased 21%nftbe first quarter of 2011 . Operating
margin before acquisition integration charges iasesl 1.0 percentage point from 14.0% in the fustrigr of 2011 to 15.0% in the first
quarter of 2012 . The increase in operating mangia largely due to benefits from higher sales vasim

Electrical Rest of World

Three months ended

March 31
2012 2011 Decrease

Net sales $ 651 $ 742 (12)%
Operating profit 53 70 (24)%
Operating margin 8.1% 9.4%
Acquisition integration charges $ 1 $ —
Before acquisition integration charges

Operating profit $ 54 $ 70 (23)%

Operating margin 8.2% 9.4%

Net sales decreased 12% in the first quarter o 2@inpared to the first quarter of 2011 due to@ehse of 13% in core sales and a
decrease of 2% from the impact of foreign exchapggjally offset by an increase of 3% from thew@sijion of a business. The decrease in
net sales was primarily due to a 7% decline in teled Rest of World markets, reflecting a broadiomal recession in Europe and weakness
in the China market. Eaton now anticipates its thiea Rest of World markets will decline 1% fot af 2012 .

Operating profit before acquisition integration ides in the first quarter of 2012 decreased 23% fitee first quarter of 2011 . Operating
margin before acquisition integration charges dessd 1.1 percentage points from 9.4% in the finsrtgr of 2011 to 8.3% in the first quarter
of 2012 . The decrease in operating margin waghaue to the factors impacting net sales as navede.
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Hydraulics
Three months ended
March 31
2012 2011 Increase
Net sales $ 73E $ 68E 7%
Operating profit 10¢ 10€ 3%
Operating margin 14.€% 15.5%
Acquisition integration charges $ 1 $ —
Before acquisition integration charges
Operating profit $ 11C $ 10€ 4%
Operating margin 15.(% 15.5%

Net sales in the first quarter of 2012 increasedc@¥pared to the first quarter of 2011 due to aneiase of 4% from the acquisition of
businesses and an increase in core sales of 3%ndtease in core sales was due to growth in hyidsamarkets of 4% compared to the first
quarter of 2011, with U.S. markets up 9% due tergjth in the mobile equipment market. Markets detshe U.S. were flat. Eaton now
anticipates its Hydraulics markets will grow by %8¢ all of 2012 .

Operating profit before acquisition integration igfes in the first quarter of 2012 increased 4% fthenfirst quarter of 2011 . Operating
margin before acquisition integration charges desed 0.5 percentage points from 15.5% in thediustter of 2011 to 15.0% in the first
quarter of 2012 . The decrease in operating mavgmprimarily due to unfavorable product mix.

Aerospace
Three months ended
March 31
2012 2011 Increase
Net sales $ 43C $ 38¢ 11%
Operating profit 60 45 33%
Operating margin 14.(% 11.€%

Net sales in the first quarter of 2012 increase¥ tbmpared to the first quarter of 2011 due tonaneiase in core sales of 11%, with end
markets up 6% compared to the first quarter of 20&fowth was primarily driven by higher customenthnd in the commercial OEM
markets and commercial aftermarkets. Eaton congibmelieve that its Aerospace markets will gromwbbo for all of 2012 .

Operating profit in the first quarter of 2012 inased 33% from the first quarter of 201@perating margin increased 2.4 percentage p
from 11.6% in the first quarter of 2011 to 14.0%he first quarter of 2012 . The increase in opegamargin in the first quarter of 2012 was
primarily due to the absence of expenses stemmang program delays and changes in scope on newmeasiprograms that occurred in the
first quarter of 2011.
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Truck
Three months ended
March 31
2012 2011 Increase
Net sales $ 631 $ 57¢ 10%
Operating profit 11€ 90 29%
Operating margin 18.4% 15.€%

Net sales increased 10% in the first quarter oR2fmpared to the first quarter of 2011 due toneneiase in core sales of 12%, partially
offset by a decrease of 2% from the impact of fprexchange. Market growth was 11% in the firstrgaraof 2012 compared to the first
quarter of 2011 , primarily due to continuing sfyarowth in the NAFTA Class 8 truck market, whialeyw by 50% compared to the first
quarter of 2011 . This strength was partially dffsga 7% decline in non-U.S. markets, primarillated to Brazil. Eaton now anticipates its
Truck markets will grow by 7% for all of 2012 .

Operating profit in the first quarter of 2012 inased 29% from the first quarter of 201@perating margin increased 2.8 percentage p
from 15.6% in the first quarter of 2011 to 18.4%he first quarter of 2012 . The increase in opegatargin was primarily due to benefits
from higher U.S. sales volumes.

Automotive
Three months ended
March 31
2012 2011 Decrease
Net sales $ 42¢ $ 44¢ (4)%
Operating profit 44 50 (12)%
Operating margin 10.2% 11.2%

Net sales decreased 4% in the first quarter of 20h2pared to the first quarter of 2011 due to aelse of 4% related to a business
divestiture in 2011 and a decrease of 3% fromnigaict of foreign exchange, partially offset by acréase in core sales of 3%. Global
automotive markets grew 4% in the first quarte2@12 compared to the first quarter of 2011 , witB.Unarkets up 16% and markets outside
the U.S. flat. Eaton now anticipates its Automotivarkets will grow by 4% for all of 2012 .

Operating profit in the first quarter of 2012 dexsed 12% from the first quarter of 2011 . Operatiraggin decreased 0.9 percentage
points from 11.2% in the first quarter of 2011 @3% in the first quarter of 2012 . The decreasgpierating margin was due to the factors
impacting net sales as noted above.

Corporate Expense

Three months ended
March 31

(Decrease)

2012 2011 Increase
Amortization of intangible assets $ 42 3 48 (13)%
Interest expense-net 28 32 (13)%
Pension and other postretirement benefits expense 41 33 24 %
Other corporate expense-net 65 45 44%
Total corporate expense $ 17€  $ 15¢ 11%

Total Corporate expense increased 11% in thedfiratter of 2012 to $176 from $158 in the first qaaof 2011 principally due to a 44%
increase in Other corporate expenst-as a result of higher variable corporate expeans a 24% increase in Pension and other postratin
benefits expense primarily related to changeseérdiscount rate for 2012 .
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LIQUIDITY, CAPITAL RESOURCES AND CHANGES IN FINANCI AL CONDITION
Financial Condition and Liquidity

Eaton’s objective is to finance its business thioogerating cash flow and an appropriate mix ofitgcand long-term and shotérm debt
By diversifying its debt maturity structure, Eat@uduces liquidity risk. The Company maintains asdeshe commercial paper markets
through credit facilities that support commerciappr borrowings. There were no borrowings outstandinder these revolving credit
facilities at March 31, 2012 . Over the course géar, cash, short-term investments and short-tiioh may fluctuate in order to manage
global liquidity. Eaton believes it has the opergtflexibility, cash flow, cash and short-term istraent balances, and access to capital
markets in excess of the liquidity necessary totriigare operating needs of the business.

Eaton was in compliance with each of its debt camsas of March 31, 2012 and for all periods presk

Undistributed Assets of Non-U.S. Subsidiaries

At March 31, 2012 , approximately 72% of the Compauconsolidated cash and short-term investmesided in non-U.S. locations.
These funds are considered permanently reinvested tised to expand operations either organicallgrough acquisitions outside the U.S.
The largest growth areas that are expected toneegapital are in developing foreign markets suefiica, Brazil, China, India, the Middle
East and Southeast Asia. The Company's U.S. opesagienerate cash flow sufficient to satisfy Uj&rating requirements. The Company
does not intend to repatriate any significant am®uwoficash to the U.S. in the foreseeable future.

Sources and Uses of Cash Flow
Operating Cash Flow

Net cash used in operating activities was $98 énfitlst quarter of 2012 , a decrease of $206 coatptr $304 net cash used in the first
quarter of 2011 . The change in net cash usedénatipg activities in 2012 was primarily due to iehas in deferred income taxes and lower
liquidity requirements for working capital.

I nvesting Cash Flow

Net cash provided by investing activities was $ivthe first quarter of 2012 , a decrease of $1#bmgared to $266 in the first quarter of
2011 . Investing cash flows in 2012 were primairiypacted by decreased sales of short-term invessnieom $348 in the first quarter of
2011 to $262 in the first quarter of 2012, relatetbwer operating and liquidity needs, partialffset by increased capital expenditures from
$88 in the first quarter of 2011 to $105 in thetfiquarter of 2012 .

Financing Cash Flow

Net cash used in financing activities was $69 anfitst quarter of 2012 , a decrease of $37 conupr&106 in the first quarter of 2011 .
The decrease was primarily due to common shareckases of $50 during the first quarter of 201 1tipily offset by an increase in the
quarterly cash dividend to $0.38 in the first gaadf 2012 from $0.3# the first quarter of 2011. No common shares wepairchased durir
the first quarter of 2012.

OTHER MATTERS

In December 2010, a Brazilian court held that ajjndnt obtained by a Brazilian company, Raysul,regja@nother Brazilian company,
Saturnia, which was sold by Eaton in 2006 , cowabforced against Eaton Ltda. This judgment iedas an alleged violation of an agency
agreement between Raysul and Saturnia. At MarcR@IL2 , the Company has a total accrual of 72 BaazReais related to this matter ( $39
based on current exchange rates), comprised of&fillAn Reais recognized in the fourth quarte2@f0 ( $33 based on current exchange
rates) with an additional 12 Brazilian Reais redngd through March 31, 2012 ( $6 based on currectiange rates) due to subsequent
accruals for interest and inflation. The Companpgests that any sum it may be required to pay imeotion with this matter will not exceed
the amount of the recorded liability. In 2010, Eafilted motions for clarification with the Braziliacourt of appeals which were denied on
April 6, 2011 . Eaton Holding and Eaton Ltda. filgppeals on various issues to the Superior Coultigtice in Brasilia. On September 27,
2011 , the Superior Court of Justice accepted titbeappeals and on November 21, 2011 , Eatomiainéng appeal was accepted. These
appeals will be heard in due course.
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On October 5, 2006 , ZF Meritor LLC and Meritor fismission Corporation (collectively, Meritor) fileth action against Eaton in the
United States District Court for Delaware. The @etsought damages, which would be trebled undetedi8tates antitrust laws, as well as
injunctive relief and costs. The suit alleged thaton engaged in anti-competitive conduct agairstiter in the sale of heavy-duty truck
transmissions in North America. Following a fourekerial on liability only, on October 8, 2009 gtjury returned a verdict in favor of
Meritor. Eaton firmly believes that it competesfiaand honestly for business in the marketplaod, that at no time did it act in an anti-
competitive manner. During an earlier stage indhge, the judge concluded that damage estimatésimed in a report filed by Meritor were
not based on reliable data and the report wasfsgalyi excluded from the case. On November 3, 20B8ton filed a motion for judgment as
a matter of law and to set aside the verdict. Tination was denied on March 10, 2011 . On March2D4,1, Eaton filed a motion for entry of
final judgment of liability, zero damages and nmunttive relief. That motion was denied on Jun2®,1 . On August 19, 2011 , the Court
entered final judgment of liability but awarded aelamages to plaintiffs. The Court also enterethjmction prohibiting Eaton from offering
rebates or other incentives based on purchasiggttabut stayed the injunction pending appeal.rEh&s appealed the liability finding and
the injunction to the Third Circuit Court of AppeaMeritor has cross-appealed the finding of zenmages. Accordingly, an estimate of any
potential loss related to this action cannot beerstdhis time.

At the end of the fourth quarter of 2011, the IRSued a Notice for Eaton's 2005 and 2006 tax y&éaessNotice proposes assessments of
$75 in additional taxes plus $52 in penalties eglgirimarily to transfer pricing adjustments foogucts manufactured in the Company's
facilities in Puerto Rico and the Dominican Repalalnd sold to affiliated companies located in th8.Unet of agreed credits and deductions.
The Company has set its transfer prices for pradsmid between these affiliates at the same pttiggthe Company sells such products to
third parties. The Notice was issued despite i hRving previously recognized the validity of @empany's transfer pricing methodology
by entering into two successive binding AdvanceiRg Agreements (APAS) that approved and, in fajuired the application of the
Company's transfer pricing methodology for theytear period of 2001 through 2010. For the yeard 2fbugh 2004, the IRS had
previously accepted the transfer pricing methodplaiated to these APAs after a comprehensive weu@nducted in two separate audit
cycles. On December 16, 2011 , immediately prichtoNotice being issued, the IRS sent a lettéingtéhat it was canceling the APAs.

The Company firmly believes that the proposed a&ssests are without merit. The Company also beli¢vasit was in full compliance
with the terms of the two APAs and that the IR®IBateral attempt to retroactively cancel these bialing contracts is also without merit
and represents a breach of the two contracts. Grugey 29, 2012 , the Company filed a Petition wiith U.S. Tax Court in which it asserted
that the transfer pricing established in the twaAAd@ntracts meets the arms-length standard sdieoy1tS. income tax law, that the transfer
pricing the Company has used is in full compliandth U.S. income tax laws, and accordingly, that tlwvo APA contracts should be enfori
in accordance with their terms. The Company betighat the ultimate resolution of this matter wilit have a material impact on its
consolidated financial statements.

FORWARD-LOOKING STATEMENTS

This Form 10-Q Report contains forward-looking eta¢nts concerning the performance in 2012 of Eateorldwide end markets and
Eaton's 2012 full-year revenue. These statemengsdisauss goals, intentions and expectations asgoe trends, plans, events, results of
operations or financial condition, or state othdoimation relating to Eaton, based on currenteiglof management as well as assumptions
made by, and information currently available tonagement. Forward-looking statements generallybeilaccompanied by words such as
“anticipate,” “believe,” “could,” “estimate,” “exp#,” “forecast,” “guidance,” “intend,” “may,” “poskle,” “potential,” “predict,” “project” or
other similar words, phrases or expressions. Thegements should be used with caution and areutioj various risks and uncertainties,
many of which are outside Eaton’s control. Thedwiihg factors could cause actual results to diffieterially from those in the forward-
looking statements: unanticipated changes in thé&etafor the company’s business segments; unpatii downturns in business
relationships with customers or their purchasemfus; the availability of credit to customers angd@iers; competitive pressures on sales
pricing; increases in the cost of material and ofiteduction costs, or unexpected costs that cammoecouped in product pricing; the
introduction of competing technologies; unexpedeathnical or marketing difficulties; unexpectediitls, charges, litigation or dispute
resolutions; strikes or other labor unrest; theadoimf acquisitions and divestitures; unanticipatificulties integrating acquisitions; new
laws and governmental regulations; interest raémghs; tax rate changes or exposure to additinoairie tax liability; stock and commodity
market and currency fluctuations; and unanticipaket@rioration of economic and financial conditiomshe United States and around the
world. Eaton does not assume any obligation to tgpteese forward-looking statements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK.

There have been no material changes in exposurearket risk since December 31, 2011 .

ITEM 4. CONTROLS AND PROCEDURES.

Pursuant to Rule 13a-15 under the Secufitiehange Act of 1934 (the Exchange Act), an evalnavas performed, under the
supervision and with the participation of Eaton’amagement, including Alexander M. Cutler - Chairg@hief Executive Officer and
President; and Richard H. Fearovliee Chairman and Chief Financial and Planning €2ffj of the effectiveness of the design and opmraii
Eaton'’s disclosure controls and procedures. Basdtai evaluation, management concluded that Eattiatlosure controls and procedures
were effective as of March 31, 2012 .

Disclosure controls and procedures are designeddore that information required to be discloselflaton’s reports filed or submitted
under the Exchange Act is recorded, processed, suized and reported within the time periods spedifi the Securities and Exchange
Commission’s rules and forms. Disclosure controld procedures include, without limitation, contraled procedures designed to ensure that
information required to be disclosed in Eaton’sorépfiled under the Exchange Act is accumulatedi @mmunicated to management,
including Eaton’s Chief Executive Officer and Chighancial Officer, to allow timely decisions redarg required disclosure.

There were no changes in Eaton’s internal contrel éinancial reporting that materially affected,®@reasonably likely to materially
affect, Eaton’s internal control over financial ogfing.

PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

Information regarding the Company's current legatpedings is presented in Note 6 and Note 7 oNthtes to the Condensed
Consolidated Financial Statements.

ITEM 6. EXHIBITS.
Exhibits — See Exhibit Index attached.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the reaiigthas duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized.

EATON CORPORATION
Registrant

Date: April 24, 2012 By: /s/ Richard H. Fearon
Richard H. Fearon
Vice Chairman and Chief Financial and Plannirificér
(On behalf of the Registrant and as PrincipabRtial Officer)
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Eaton Corporation
First Quarter 2012 Report on Form 10-Q

Exhibit Index

3 () Amended Articles of Incorporation (amended andatest as of April 27, 2011) — Incorporated by refeesto the Form 10-Q
Report for the three months ended March 31, 2011

3 (b) Amended Regulations (amended and restated as df2Xp2011) — Incorporated by reference to thenkd0-Q Report for
the three months ended March 31, 2011

4 Pursuant to Regulation S-K Item 601(b)(4), Eatoreag to furnish to the SEC, upon request, a coplyeinstruments defining
the rights of holders of its other long-term debt

12 Ratio of Earnings to Fixed Charges — Filed in cagjion with this Form 10-Q Report *

31.1 Certification of Chief Executive Officer (PursudotRule 13a-14(a)) — Filed in conjunction with tiisrm 10-Q Report *

31.2 Certification of Chief Financial Officer (PursuantRule 13a-14(a)) — Filed in conjunction with titierm 10-Q Report *

32.1 Certification of Chief Executive Officer (PursuantRule 13a-14(b) as adopted pursuant to Sectiéro9€he Sarbanes-Oxley
Act) — Filed in conjunction with this Form 10-Q Rep*

32.2 Certification of Chief Financial Officer (PursuantRule 13a-14(b) as adopted pursuant to Sectiéro®€he Sarbanes-Oxley
Act) — Filed in conjunction with this Form 10-Q Rap*

101.INS XBRL Instance Document *

101.SCH  XBRL Taxonomy Extension Schema Document *

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docunte

101.DEF XBRL Taxonomy Extension Label Definition Document *

101.LAB XBRL Taxonomy Extension Label Linkbase Document *

101.PRE  XBRL Taxonomy Extension Presentation Linkbase Doenirf

* Submitted electronically herewith.

Attached as Exhibit 101 to this report are thediwlhg formatted in XBRL (Extensible Business Repmt_anguage): (i) Consolidated
Statements of Income for the three months endeaiMait, 2012 and 2011, (ii) Consolidated Statemeh@omprehensive Income for the
three months ended March 31, 2012 and 2011 Qa@idensed Consolidated Balance Sheets at Mar@2032,and December 31, 2011 ,
(iv) Condensed Consolidated Statements of Cashd-omthe three months ended March 31, 2012 and 2amd (v) Notes to Condensed
Consolidated Financial Statements for the threethsoended March 31, 2012 .

In accordance with Rule 406T of Regulation S-T,XiBRL related information in Exhibit 101 to this @uerly Report on Form 1Q-shal
not be deemed to be “fileddr purposes of Section 18 of the Exchange Acttberwise subject to the liability of that sectiand shall not b
part of any registration statement or other docurfikzal under the Securities Act or the Exchangé, Agcept as shall be expressly set fort
specific reference in such filing.
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Exhibit 12
Ratio of Earnings to Fixed Charges

Three months

ended
March 31 Year ended December 31
(Millions of dollars) 2012 2011 2010 2009 2008 2007
Income from continuing operations
before income taxes and noncontrolling interasts
consolidated subsidiaries $ 366 $ 1,55¢ $ 1,03 $ 305 ¢ 1,14C $ 1,05
Adjustments
Income of equity investees D 2 (14) (6) (11) (6)
Distributed income of equity investees — 3 15 9 1 1
Interest expensed 36 154 162 17C 192 19z
Amortization of debt issue costs 1 4 4 5 2 1
Estimated portion of rent expense representingeste 16 65 57 58 58 44
Amortization of capitalized interest 3 10 10 13 13 12
Adjusted income from continuing operations before
income taxes $ 42 $ 1,781 $ 127C $ 55¢ $ 1,395 $ 1,30C
Fixed charges
Interest expensed $ 36 $ 154 $ 16z $ 17¢ $ 192 $ 19¢
Interest capitalized 6 18 8 7 13 14
Amortization of debt issue costs 1 4 4 5 2 1
Estimated portion of rent expense representingeste 16 65 57 59 58 44
Total fixed charges $ 50 ¢ 241 $ 231 $ 241 $ 268 $ 252

Ratio of earnings to fixed charges 7.17 7.41 5.5C 2.2¢ 5.2¢ 5.1€
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Iltem 6
Exhibit 31.1
Certification

I, Alexander M. Cutler, certify that:

1. | have reviewed this quarterly report on Foi®aQof Eaton Corporatio

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortémnstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigatisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportigg defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a)

b)

d)

Designed such disclosure controls and procsdarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

Designed such internal control over financgdarting, or caused such internal control overrfaia reporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;
and

Disclosed in this report any change in theggnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a)

b)

Date:

All significant deficiencies and material weakges in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that innedunanagement or other employees who have a s@niifiole in the registrant’s
internal control over financial reporting.

April 24, 2012 /sl Alexander M. Cutler
Alexander M. Cutler

Chairman and Chief Executive Officer;
President
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I, Richard H. Fearon, certify that:

1. I have reviewed this quarterly report on Foi®aQof Eaton Corporatio

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortémnstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigatisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportigg defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a)

b)

d)

Designed such disclosure controls and procsdarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepared

Designed such internal control over financgdarting, or caused such internal control overrfaia reporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;
and

Disclosed in this report any change in theggnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a)

b)

Date:

All significant deficiencies and material weakges in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that innedunanagement or other employees who have a s@niifiole in the registrant’s
internal control over financial reporting.

April 24, 2012 /sl Richard H. Fearon
Richard H. Fearon

Vice Chairman and Chief Financial and
Planning Officer
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This written statement is submitted in accordanitk $ection 1350 of Chapter 63 of Title 18 of theitdd States Code adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002ctbapanies Eaton Corporation’s Quarterly Repoffamm 10-Q for the quarter ended
March 31, 2012 (“10-Q Report”).

| hereby certify that, based on my knowledge, thé1Report fully complies with the requirementsSgfction 13(a) of the Securities
Exchange Act of 1934 (15 U.S.C 78m), and inforntrationtained in the 10-Q Report fairly presentglimaterial respects, the financial
condition and results of operations of Eaton Caapon and its consolidated subsidiaries.

Date:  April 24, 2012 /sl Alexander M. Cutler
Alexander M. Cutler

Chairman and Chief Executive Officer;
President
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Certification

This written statement is submitted in accordanitk $ection 1350 of Chapter 63 of Title 18 of theitdd States Code adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002ctbapanies Eaton Corporation’s Quarterly Repoffamm 10-Q for the quarter ended
March 31, 2012 (“10-Q Report”).

| hereby certify that, based on my knowledge, thé1Report fully complies with the requirementsSgfction 13(a) of the Securities
Exchange Act of 1934 (15 U.S.C 78m), and inforntrationtained in the 10-Q Report fairly presentglimaterial respects, the financial
condition and results of operations of Eaton Caapon and its consolidated subsidiaries.

Date:  April 24, 2012 /sl Richard H. Fearon
Richard H. Fearon

Vice Chairman and Chief Financial and
Planning Officer




