




Deferred and Unbilled Revenue

The following is a summary of our unbilled and deferred revenue and related activity:

December 31,
In millions 2025 2024

Unbilled revenue $ 439 $ 403 
Deferred revenue  2,660  2,412 

We recognized revenue of $1.1 billion and $850 million in 2025 and 2024, respectively, that was included in the deferred revenue 
balance at the beginning of each year. 

Disaggregation of Revenue

Consolidated Revenue 

The table below presents our consolidated net sales by country based on the location of the customer: 

Years ended December 31,

In millions 2025 2024 2023

United States $ 18,974 $ 19,422 $ 19,302 
China  3,298  2,948  3,115 
India  1,721  1,779  1,678 
Other international  9,677  9,953  9,970 

Total net sales $ 33,670 $ 34,102 $ 34,065 

Segment Revenue 

Engine segment external sales by market were as follows:

Years ended December 31,
In millions 2025 2024 2023

Heavy-duty truck $ 2,544 $ 3,320 $ 3,391 
Medium-duty truck and bus  2,547  3,100  2,622 
Light-duty automotive  1,930  1,585  1,748 

Total on-highway  7,021  8,005  7,761 
Off-highway  1,083  982  1,113 

Total sales $ 8,104 $ 8,987 $ 8,874 

Components segment external sales by business were as follows:

Years ended December 31,
In millions 2025 2024 2023

Drivetrain and braking systems $ 3,983 $ 4,731 $ 4,822 
Emission solutions  3,034  3,180  3,425 
Components and software  1,203  1,106  1,225 
Automated transmissions  423  588  714 
Atmus  —  289 (1)  1,345 

Total sales $ 8,643 $ 9,894 $ 11,531 

 (1) Included sales through the March 18, 2024, divestiture. See NOTE 21, “ATMUS DIVESTITURE,” for additional 
information.
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Distribution segment external sales by region were as follows:

Years ended December 31,
In millions 2025 2024 2023

North America $ 8,619 $ 7,617 $ 7,054 
Europe  1,186  1,179  848 
Asia Pacific  1,150  1,243  1,091 
China  509  469  424 
India  363  310  264 
Latin America  293  266  224 
Africa and Middle East  266  268  294 

Total sales $ 12,386 $ 11,352 $ 10,199 

Distribution segment external sales by product line were as follows:

Years ended December 31,
In millions 2025 2024 2023

Power generation $ 4,928 $ 3,961 $ 2,496 
Parts  4,073  3,966  4,052 
Service  1,798  1,747  1,664 
Engines  1,587  1,678  1,987 

Total sales $ 12,386 $ 11,352 $ 10,199 

Power Systems segment external sales by product line were as follows:

Years ended December 31,
In millions 2025 2024 2023

Power generation $ 2,229 $ 1,896 $ 1,698 
Industrial  1,238  1,130  970 
Generator technologies  647  474  457 

Total sales $ 4,114 $ 3,500 $ 3,125 

NOTE 3.  INVESTMENTS IN EQUITY INVESTEES

Investments and advances related to equity method investees and our ownership percentages were as follows: 

 Ownership December 31,
Dollars in millions percentage 2025 2024
Amplify Cell Technologies, LLC 30% $ 359 $ 187 
Komatsu alliances 20-50%  321  322 
Beijing Foton Cummins Engine Co., Ltd. 50%  220  185 
Dongfeng Cummins Engine Company, Ltd. 50%  148  128 
Chongqing Cummins Engine Company, Ltd. 50%  140  120 
Sistemas Automotrices de Mexico S.A. de C.V. 50%  134  150 
Automotive Axles Limited 36%  120  123 
Tata Cummins, Ltd. 50%  115  96 
Cummins-Scania XPI Manufacturing, LLC 50%  91  88 
Freios Master 49%  79  78 
Other Various  406  412 

Investments and advances related to equity method investees  $ 2,133 $ 1,889 

We have approximately $960 million in our investment account at December 31, 2025, that represents cumulative undistributed 
income in our equity investees. Dividends received from our unconsolidated equity investees were $299 million, $308 million and 
$257 million in 2025, 2024 and 2023, respectively. 
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Equity, royalty and interest income from investees, net of applicable taxes, was as follows:

 Years ended December 31,
In millions 2025 2024 2023
Manufacturing entities    

Chongqing Cummins Engine Company, Ltd. $ 89 $ 60 $ 36 
Dongfeng Cummins Engine Company, Ltd.  70  66  65 
Beijing Foton Cummins Engine Co., Ltd.  64  42  47 
Tata Cummins, Ltd.  33  31  29 
All other manufacturers  29  25 (1)  91 

Distribution entities
Komatsu Cummins Chile, Ltda.  54  55  55 
All other distributors  25  17  16 

Cummins share of net income  364  296  339 
Royalty and interest income  105  99  144 

Equity, royalty and interest income from investees $ 469 $ 395 $ 483 

(1) Included a $17 million impairment of our joint ventures in the fourth quarter of 2024 related to Accelera strategic reorganization actions. See 
NOTE 22, “ACCELERA ACTIONS,” for additional information 

Manufacturing Entities

Our manufacturing joint ventures were generally formed with customers and are primarily intended to allow us to increase our market 
penetration in geographic regions, reduce capital spending, streamline our supply chain management and develop technologies. Our 
largest manufacturing joint ventures are based in China and are included in the list below. Our engine manufacturing joint ventures are 
supplied by our Components segment in the same manner as it supplies our wholly-owned Engine segment and Power Systems 
segment manufacturing facilities. Our Components segment joint ventures and wholly-owned entities provide drivetrain and braking 
systems for commercial diesel and natural gas applications, aftertreatment systems, turbochargers, fuel systems, valvetrain 
technologies, automated transmissions and electronics that are used with our engines as well as some competitors' products. The 
results and investments in our joint ventures in which we have 50 percent or less ownership interest (except for Eaton Cummins 
Automated Transmission Technologies joint venture, which is consolidated due to our majority voting interest) are included in equity, 
royalty and interest income from investees and investments and advances related to equity method investees in our Consolidated 
Statements of Net Income and Consolidated Balance Sheets, respectively.

• Chongqing Cummins Engine Company, Ltd. - Chongqing Cummins Engine Company, Ltd. is a joint venture in China with 
Chongqing Machinery and Electric Co. Ltd. This joint venture manufactures several models of our heavy-duty and high-
horsepower diesel engines primarily serving the industrial and power generation markets in China.

• Dongfeng Cummins Engine Company, Ltd. - Dongfeng Cummins Engine Company, Ltd. (DCEC) is a joint venture in 
China with Dongfeng Automotive Co. Ltd., a subsidiary of Dongfeng Motor Corporation and one of the largest medium-duty 
and heavy-duty truck manufacturers in China. DCEC produces 2.5 liter to 14.5 liter diesel engines with a power range from 
80 to 770 horsepower, natural gas engines and automated transmissions. On-highway engines are used in multiple 
applications in light-duty and medium-duty trucks, special purpose vehicles, buses and heavy-duty trucks with a main market 
in China. Off-highway engines are used in a variety of construction, power generation, marine and agriculture markets in 
China.

• Beijing Foton Cummins Engine Co., Ltd. - Beijing Foton Cummins Engine Co., Ltd. is a joint venture in China with Beiqi 
Foton Motor Co., Ltd., a commercial vehicle manufacturer, which has two distinct lines of business - a light-duty business 
and a heavy-duty business. The light-duty business produces our families of ISF 2.5 liter to 4.5 liter high performance light-
duty diesel engines in Beijing, which are used in light-duty and medium-duty commercial trucks, pick-up trucks, buses, 
multipurpose and sport utility vehicles with the main market in China. Certain types of small construction equipment and 
industrial applications are also served by these engine families. The heavy-duty business produces 7.0 liter to 14.5 liter high 
performance medium-duty and heavy-duty diesel and natural gas engines, which are used in commercial trucks, certain types 
of construction equipment and industrial applications.

• Tata Cummins, Ltd. - Tata Cummins, Ltd. is a joint venture in India with Tata Motors Ltd., the largest automotive company 
in India and a member of the Tata group of companies. This joint venture manufactures Cummins' 3.8 to 8.9 liter diesel and 
natural gas engines in India with a power range from 75 to 400 horsepower for use in trucks and buses manufactured by Tata 
Motors, as well as for various on-highway, industrial and power generation applications for Cummins. 
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Our Amplify Cell Technologies LLC (Amplify) joint venture meets the definition of a variable interest entity since the equity-at-risk is 
not currently sufficient to support the future operations of the joint venture. Accelera, Daimler Truck and US Holding LLC and 
PACCAR, Inc. each own 30 percent of the joint venture and have two board positions, while EVE Energy owns 10 percent and has 
one board position. All significant decisions require majority or super-majority approval of the board. As a result, we are not the 
primary beneficiary of the joint venture, and it is not consolidated. We account for the joint venture using the equity method. Our 
Amplify joint venture will manufacture battery cells for electric commercial vehicles and industrial applications. The joint venture was 
formed in May 2024, but is not expected to begin production until 2028. As of December 31, 2025, we contributed $412 million and 
our maximum remaining required contribution to the joint venture was $418 million, which could be reduced by future government 
incentives received by the joint venture. 

Distribution Entities

We have an extensive worldwide distributor and dealer network through which we sell and distribute our products and services. 
Generally, our distributors are divided by geographic region with some of our distributors being wholly-owned by Cummins, some 
partially-owned and some independently owned. We consolidate all wholly-owned distributors and partially-owned distributors where 
we are the primary beneficiary and account for other partially-owned distributors using the equity method of accounting.

Komatsu Cummins Chile, Ltda. - Komatsu Cummins Chile, Ltda. is a joint venture with Komatsu America Corporation. The joint 
venture is a distributor that offers the full range of our products and services to customers and end-users in Chile and Peru. 

In certain cases where we own a partial interest in a distributor, we may be obligated to purchase the other equity holders' interests if 
certain events occur (such as the death or resignation of the distributor principal or a change in control of Cummins Inc.). The 
purchase consideration of the equity interests may be determined based on the fair value of the distributor's assets. Repurchase 
obligations and practices vary by geographic region.

All distributors that are partially-owned are considered to be related parties in our Consolidated Financial Statements.

Equity Investee Financial Summary

Summary financial information for our equity investees was as follows:

 Years ended and at December 31,
In millions 2025 2024 2023

Net sales $ 11,588 $ 11,190 $ 9,998 
Gross margin  1,847  1,760  1,597 
Net income  968  860  677 

Cummins share of net income $ 364 $ 296 $ 339 
Royalty and interest income  105  99  144 

Total equity, royalty and interest from investees $ 469 $ 395 $ 483 

Current assets $ 7,794 $ 6,626  
Long-term assets  3,072  2,597  
Current liabilities  (4,977)  (4,203)  
Long-term liabilities  (555)  (549)  

Net assets $ 5,334 $ 4,471  

Cummins share of net assets $ 2,165 $ 1,866  

NOTE 4.  INCOME TAXES

The following table summarizes income before income taxes:

 Years ended December 31,
In millions 2025 2024 2023

U.S. income (loss) $ 1,781 $ 2,857 $ (541) 
Foreign income  2,182  2,046  2,167 

Income before income taxes $ 3,963 $ 4,903 $ 1,626 
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Effective December 31, 2025, we adopted ASU 2023-09 on a prospective basis. See NOTE 1, “SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES,” for additional details on the adoption of this standard. The tables below provide the prospective 
disclosures required by ASU 2023-09. 

Income tax expense (benefit) consisted of the following:

 
Year ended 

December 31,
In millions 2025

Current  
U.S. federal $ 130 
U.S. state and local  18 
Foreign  772 

Total current income tax expense  920 
Deferred  

U.S. federal  86 
U.S. state and local  8 
Foreign  (8) 

Total deferred income tax expense  86 
Income tax expense $ 1,006 

On July 4, 2025, the One Big Beautiful Bill Act (The Act) was signed into law, enacting significant changes to U.S. federal income tax 
rules affecting corporations, such as the ability to immediately deduct domestic research and development costs, restoration of elective 
100 percent bonus depreciation for qualified property and changes to the international tax provisions. Implementation of The Act 
resulted in an increase to tax expense of $39 million in 2025, primarily due to a reduction in the foreign income deduction and changes 
to the research and development tax credit. 

During 2025, we responded to rapidly deteriorating conditions in our electrolyzer markets and overall hydrogen market in our 
Accelera segment by recording $458 million in charges related to inventory write-downs, asset impairments, severance and contract 
termination costs.  These actions resulted in an increase in the effective tax rate of 2.6 percent in 2025. See NOTE 22, “ACCELERA 
ACTIONS,” for additional information.
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Reconciliations of the statutory U.S. federal income tax expense and tax rate to the net expense and effective tax rate were as follows:

In millions Year ended December 31, 2025

U.S. federal statutory tax expense/rate $ 832  21.0 %
Domestic federal

Effect of cross-border tax laws
Foreign derived intangible income  (42)  (1.1) 
Other  15  0.4 

Tax credits
Research tax credits  (69)  (1.7) 
Other  (36)  (0.9) 

Nontaxable or nondeductible items  1  — 
Effect of changes in tax laws or rates enacted in the current period  14  0.3 
Other  26  0.7 

Domestic state and local taxes, net of federal income tax effect (1)  20  0.5 
Foreign tax effects

Canada
Valuation allowance  63  1.6 
Other  54  1.4 

China
Withholding tax  55  1.4 
Equity income or loss  (49)  (1.2) 
Other  (7)  (0.2) 

India  50  1.3 
Netherlands

Nontaxable or nondeductible items  44  1.1 
Other  (8)  (0.2) 

United Kingdom
Tax incentives  (44)  (1.1) 
Other  16  0.4 

Other foreign jurisdictions  105  2.6 
Worldwide changes in unrecognized tax benefits  (34)  (0.9) 

Total tax expense/rate $ 1,006  25.4 %
(1) State and local taxes in California, Illinois, Pennsylvania, Georgia, Tennessee, Michigan, North Carolina, Wisconsin and Iowa 

comprise the majority of this category. 

The year ended December 31, 2025 contained net favorable discrete tax items of $75 million, primarily due to $51 million of 
favorable adjustments for uncertain tax positions, $15 million of favorable adjustments for share-based compensation tax benefits, $7 
million of favorable return to provision adjustments and $2 million of other favorable adjustments.
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Income taxes paid, net of refunds received, consisted of the following: 

 
Year ended 

December 31,
In millions 2025

U.S. federal $ 328 
U.S. state and local  32 
Foreign

India  182 
China  184 
Other  348 

Total income taxes paid $ 1,074 

The tables below provide the historical disclosures for the years ended December 31, 2024 and 2023. Income tax expense (benefit) 
under the previous standard was as follows: 

 Years ended December 31,
In millions 2024 2023

Current   
U.S. federal and state $ 433 $ 611 
Foreign  611  632 

Total current income tax expense  1,044  1,243 
Deferred

U.S. federal and state $ (241) $ (468) 
Foreign  32  11 

Total deferred income tax benefit  (209)  (457) 
Income tax expense $ 835 $ 786 

A reconciliation of the statutory U.S. federal income tax rate to the effective tax rate was as follows:
 Years ended December 31,

 2024 2023

Statutory U.S. federal income tax rate  21.0 %  21.0 %
State income tax, net of federal effect  1.2  (0.4) 
Differences in rates and taxability of foreign subsidiaries and joint ventures (1)  4.2  11.9 
Research tax credits  (1.5)  (4.7) 
Foreign derived intangible income  (1.3)  (4.2) 
Settlement Agreements, federal impact (2)  —  22.4 
Settlement Agreements, state impact (2)  —  2.1 
Non-taxable Atmus gain (3)  (6.1)  — 
Other, net  (0.5)  0.2 

Effective tax rate  17.0 %  48.3 %

(1) Included the jurisdictional mix of pre-tax income and impact of actual and planned repatriation of earnings back to the U.S.
(2) See NOTE 14, "COMMITMENTS AND CONTINGENCIES," for additional information. 
(3) See NOTE 21, "ATMUS DIVESTITURE," for additional information.
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The year ended December 31, 2024, contained net favorable discrete tax items primarily due to the $1.3 billion non-taxable gain on 
the Atmus split-off. Other discrete tax items were net favorable by $59 million, primarily due to $52 million of favorable return to 
provision adjustments, $22 million of favorable share-based compensation tax benefits, $21 million of favorable adjustments related to 
audit settlements and $20 million of favorable adjustments from tax return amendments, partially offset by $50 million of unfavorable 
adjustments related to Accelera strategic reorganization actions and net $6 million of other unfavorable adjustments. See NOTE 21, 
“ATMUS DIVESTITURE,” and NOTE 22, “ACCELERA ACTIONS,” for additional information. 

The year ended December 31, 2023, contained unfavorable net discrete tax items of $397 million, primarily due to $398 million in the 
fourth quarter related to the $2.0 billion charge from the Settlement Agreements, $22 million of unfavorable adjustments for uncertain 
tax positions and $3 million of net unfavorable other discrete tax items, partially offset by $21 million of favorable return to provision 
adjustments and $5 million of favorable share-based compensation tax benefits. See NOTE 14, “COMMITMENTS AND 
CONTINGENCIES,” for additional information.

At December 31, 2025, certain non-U.S. earnings are considered indefinitely reinvested in operations outside the U.S. for which 
deferred taxes were not provided. Determination of the related deferred tax liability, if any, is not practicable because of the 
complexities associated with the hypothetical calculation.

Carryforward tax benefits and the tax effect of temporary differences between financial and tax reporting that give rise to net deferred 
tax assets (liabilities) were as follows:

 December 31,
In millions 2025 2024

Deferred tax assets   
U.S. and state carryforward benefits $ 258 $ 254 
Foreign carryforward benefits  784  653 
Employee benefit plans  170  308 
Warranty expenses  599  545 
Lease liabilities  142  109 
Capitalized research and development expenditures  676  805 
Accrued expenses  230  207 
Other  209  139 

Gross deferred tax assets  3,068  3,020 
Valuation allowance  (954)  (872) 

Total deferred tax assets  2,114  2,148 
Deferred tax liabilities   

Property, plant and equipment  (439)  (371) 
Unremitted income of foreign subsidiaries and joint ventures  (175)  (162) 
Employee benefit plans  (242)  (289) 
Lease assets  (135)  (109) 
Intangible assets  (342)  (315) 
Other  (106)  (172) 

Total deferred tax liabilities  (1,439)  (1,418) 
Net deferred tax assets $ 675 $ 730 

Our 2025 U.S. carryforward benefits include $258 million of state credit and net operating loss carryforward benefits that begin to 
expire in 2026. Our foreign carryforward benefits include $784 million of net operating loss carryforwards that begin to expire in 
2026. A valuation allowance is recorded to reduce the gross deferred tax assets to an amount we believe is more likely than not to be 
realized. The valuation allowance at December 31, 2025 was $954 million and increased by a net $82 million. The valuation 
allowance at December 31, 2024 was $872 million and increased by a net $83 million. The valuation allowance at December 31, 2023 
was $789 million and increased by a net $85 million. The valuation allowance is primarily attributable to the uncertainty regarding the 
realization of a portion of the U.S. state and foreign net operating loss and tax credit carryforward benefits.
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Our Consolidated Balance Sheets contain the following tax related items:

December 31,
In millions 2025 2024

Prepaid expenses and other current assets   
Refundable income taxes $ 264 $ 121 

Other assets
Deferred income tax assets  1,063  1,119 
Long-term refundable income taxes  20  47 

Other accrued expenses
Income tax payable  156  244 

Other liabilities
Long-term income taxes  8  5 
Deferred income tax liabilities  388  389 

A reconciliation of unrecognized tax benefits for the years ended December 31, 2025, 2024 and 2023 was as follows:

December 31,
In millions 2025 2024 2023

Balance at beginning of year $ 304 $ 330 $ 283 
Additions to tax positions due to acquisitions  —  —  8 
Additions to current year tax positions  18  21  21 
Additions to prior years' tax positions  12  9  19 
Reductions to prior years' tax positions  (62)  (18)  (1) 
Reductions for tax positions due to settlements with taxing authorities  —  (38)  — 

Balance at end of year $ 272 $ 304 $ 330 

Included in the December 31, 2025, 2024 and 2023, balances are $263 million, $289 million and $314 million, respectively, related to 
tax positions that, if recognized, would favorably impact the effective tax rate in future periods. We also accrued interest expense 
related to the unrecognized tax benefits of $27 million, $31 million and $33 million as of December 31, 2025, 2024 and 2023, 
respectively. We recognize potential accrued interest and penalties related to unrecognized tax benefits in income tax expense.

As a result of our global operations, we file income tax returns in various jurisdictions including U.S. federal, state and foreign 
jurisdictions. We are routinely subject to examination by taxing authorities throughout the world, including Australia, Belgium, Brazil, 
Canada, China, France, India, Mexico, the U.K. and the U.S. With few exceptions, our U.S. federal, major state and foreign 
jurisdictions are no longer subject to income tax assessments for years before 2021.

Audit outcomes and the timing of audit settlements are subject to significant uncertainty. Although we believe that adequate provision 
has been made, there is the possibility that the ultimate resolution of any issues could have an adverse effect on our earnings. 
Conversely, if any issues are resolved favorably in the future, the related provision would be reduced, thus having a positive impact on 
earnings.
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NOTE 5.  MARKETABLE SECURITIES

A summary of marketable securities, all of which are classified as current, was as follows:

December 31,
 

2025 2024

In millions Cost
Gross unrealized 
gains/(losses) (1)

Estimated
fair value Cost

Gross unrealized 
gains/(losses) (1)

Estimated
fair value

Equity securities
      

Level 1
Publicly-traded shares $ 7 $ (7) $ — $ 7 $ (6) $ 1 

Level 2
Debt mutual funds  416  10  426  262  1  263 
Certificates of deposit  280  —  280  262  —  262 
Equity mutual funds  13  11  24  19  7  26 

Debt securities  34  —  34  41  —  41 
Marketable securities $ 750 $ 14 $ 764 $ 591 $ 2 $ 593 

(1) Unrealized gains and losses for debt securities are recorded in other comprehensive income while unrealized gains and losses for equity securities are 
recorded in our Consolidated Statements of Net Income. 

The fair value of Level 1 securities is derived from the market price at the end of the period. The fair value of Level 2 securities is 
estimated using actively quoted prices for similar instruments from brokers and observable inputs where available, including market 
transactions and third-party pricing services, or net asset values provided to investors. We do not currently have any Level 3 securities, 
and there were no transfers between Level 2 or 3 during 2025 or 2024. All debt securities are Level 2 and classified as available-for-
sale.

A description of the valuation techniques and inputs used for our Level 2 fair value measures is as follows: 

• Debt mutual funds— The fair value measures for the vast majority of these investments are the daily net asset values 
published on a regulated governmental website. Daily quoted prices are available from the issuing brokerage and are used on 
a test basis to corroborate this Level 2 input measure.

• Certificates of deposit— These investments provide us with a contractual rate of return and generally range in maturity from 
three months to five years. The counterparties to these investments are reputable financial institutions with investment grade 
credit ratings. Since these instruments are not tradable and must be settled directly by us with the respective financial 
institution, our fair value measure is the financial institution's month-end statement.

• Equity mutual funds— The fair value measures for these investments are the net asset values published by the issuing 
brokerage. Daily quoted prices are available from reputable third-party pricing services and are used on a test basis to 
corroborate this Level 2 input measure.

• Debt securities— The fair value measures for these securities are broker quotes received from reputable firms. These 
securities are infrequently traded on a national exchange and these values are used on a test basis to corroborate our Level 2 
input measure. 

The proceeds from sales and maturities of marketable securities were as follows: 

 

Years ended December 31,

In millions 2025 2024 2023

Proceeds from sales of marketable securities $ 1,163 $ 1,227 $ 1,075 
Proceeds from maturities of marketable securities  287  233  259 

Investments in marketable securities - liquidations $ 1,450 $ 1,460 $ 1,334 
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NOTE 6.  INVENTORIES

Inventories are stated at the lower of cost or net realizable value. Inventories included the following:

 December 31,
In millions 2025 2024

Finished products $ 3,091 $ 2,875 
Work-in-process and raw materials  2,987  3,086 

Inventories at FIFO cost  6,078  5,961 
Excess of FIFO over LIFO  (256)  (219) 

Inventories $ 5,822 $ 5,742 

We wrote down $119 million and $107 million of inventory in our Accelera segment in 2025 and 2024, respectively, mostly in work-
in-process and raw materials. See NOTE 22, “ACCELERA ACTIONS,” for additional information. 

NOTE 7.  PROPERTY, PLANT AND EQUIPMENT

Details of our property, plant and equipment balance were as follows:

 December 31,
In millions 2025 2024

Land and buildings $ 3,206 $ 3,012 
Machinery, equipment and fixtures  7,772  7,266 
Construction in process  1,941  1,518 

Property, plant and equipment, gross  12,919  11,796 
Less: Accumulated depreciation  (5,961)  (5,440) 

Property, plant and equipment, net $ 6,958 $ 6,356 

We impaired $47 million and $61 million of property, plant and equipment in our Accelera segment in 2025 and 2024, respectively. 
See NOTE 22, “ACCELERA ACTIONS,” for additional information. 

NOTE 8.  LEASES

Our lease portfolio consists primarily of real estate and equipment leases. Our real estate leases primarily consist of land, office, 
distribution, warehousing and manufacturing facilities. These leases typically range in term from 2 to 50 years and may contain 
renewal options for periods up to 10 years at our discretion. Our equipment lease portfolio consists primarily of vehicles (including 
service vehicles), fork trucks and IT equipment. These leases typically range in term from two to four years and may contain renewal 
options. Our leases generally do not contain variable lease payments other than (1) certain foreign real estate leases which have 
payments indexed to inflation and (2) certain real estate executory costs (such as taxes, insurance and maintenance), which are paid 
based on actual expenses incurred by the lessor during the year. Our leases generally do not include residual value guarantees other 
than our service vehicle fleet, which has a residual guarantee based on a percentage of the original cost declining over the lease term. 

The components of our lease cost were as follows:

Years ended December 31,
In millions 2025 2024 2023

Operating lease cost $ 184 $ 187 $ 165 
Finance lease cost

Amortization of right-of-use asset  29  26  20 
Interest expense  8  7  4 

Short-term lease cost  33  41  24 
Variable lease cost  18  17  14 

Total lease cost $ 272 $ 278 $ 227 
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Supplemental balance sheet information related to leases: 

December 31,
In millions 2025 2024 Balance Sheet Location

Assets
Operating lease assets $ 537 $ 532 Other assets
Finance lease assets (1)  126  121 Property, plant and equipment, net

Total lease assets $ 663 $ 653 

Liabilities
Current 

Operating lease liabilities $ 138 $ 130 Other accrued expenses
Finance lease liabilities  25  20 Current maturities of long-term debt

Long-term
Operating lease liabilities  424  409 Other liabilities
Finance lease liabilities  111  105 Long-term debt

Total lease liabilities $ 698 $ 664 

(1) Finance lease assets were recorded net of accumulated amortization of $100 million and $80 million at December 31, 2025 and 2024. 

Supplemental cash flow and other information related to leases:

Years ended December 31,
In millions 2025 2024 2023

Cash paid for amounts included in the measurement of lease liabilities
Operating cash flows from operating leases $ 203 $ 176 $ 148 
Operating cash flows from finance leases  8  7  4 
Financing cash flows from finance leases  28  23  35 

Right-of-use assets obtained in exchange for lease obligations
Operating leases $ 153 $ 268 $ 153 
Finance leases  36  43  12 

Additional information related to leases: 

December 31,
2025 2024

Weighted-average remaining lease term (in years)
Operating leases 5.6 5.9
Finance leases 6.6 7.8

Weighted-average discount rate
Operating leases  4.8 %  4.6 %
Finance leases  6.1 %  6.0 %
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Following is a summary of the future minimum lease payments related to finance and operating leases with terms of more than one 
year at December 31, 2025, together with the net present value of the minimum payments: 

In millions Finance Leases Operating Leases

2026 $ 33 $ 163 
2027  29  133 
2028  25  105 
2029  19  68 
2030  16  48 
After 2030  46  132 

Total minimum lease payments  168  649 
Interest  (32)  (87) 

Present value of net minimum lease payments $ 136 $ 562 

NOTE 9.  GOODWILL AND OTHER INTANGIBLE ASSETS

The following table summarizes the changes in the carrying amount of goodwill for the years ended December 31, 2025 and 2024:

In millions Components Accelera Distribution
Power 

Systems Engine Total

Balance at December 31, 2023 $ 1,884 $ 496 $ 83 $ 11 $ 25 $ 2,499 
Acquisitions  2  —  —  33  —  35 
Foreign currency translation and other  (48)  (2)  —  —  —  (50) 
Divestiture (1)  (114)  —  —  —  —  (114) 

Balance at December 31, 2024  1,724  494  83  44  25  2,370 
Acquisitions  —  —  —  —  9  9 
Foreign currency translation and other  50  4  —  1  —  55 
Impairment (2)  —  (210)  —  —  —  (210) 

Balance at December 31, 2025 $ 1,774 $ 288 $ 83 $ 45 $ 34 $ 2,224 

(1) See NOTE 21, “ATMUS DIVESTITURE,” for additional information. 
(2) See NOTE 22, “ACCELERA ACTIONS,” for additional information. 

Intangible assets that have finite useful lives are amortized over their estimated useful lives. The following table summarizes our other 
intangible assets:

 December 31,
In millions 2025 2024

Amortizable intangible assets
Software $ 924 $ 793 
Less: Accumulated amortization  (469)  (372) 

Software, net  455  421 

Trademarks, patents, customer relationships and other  2,718  2,685 
Less: Accumulated amortization  (1,028)  (819) 

Trademarks, patents, customer relationships and other, net  1,690  1,866 

Unamortizable other intangible assets  22  64 
Other intangible assets, net $ 2,167 $ 2,351 
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Amortization expense for software and other intangibles totaled $323 million, $324 million and $324 million for the years ended 
December 31, 2025, 2024 and 2023, respectively. The projected amortization expense of our intangible assets, assuming no further 
acquisitions or dispositions, is as follows:

In millions 2026 2027 2028 2029 2030

Projected amortization expense $ 312 $ 303 $ 280 $ 246 $ 204 

We impaired $27 million and $84 million of other intangible assets in our Accelera segment in 2025 and 2024, respectively. See 
NOTE 22, “ACCELERA ACTIONS,” for additional information. 

NOTE 10.  PENSIONS AND OTHER POSTRETIREMENT BENEFITS

Pension Plans

We sponsor several pension plans covering substantially all employees. Generally, pension benefits for salaried employees are 
determined as a function of employee’s compensation. Pension benefits for most hourly employees are determined similarly and as a 
function of employee’s compensation, with the exception of a small group of hourly employees whose pension benefits were 
grandfathered in accordance with agreements with their union representation and are based on their years of service and compensation 
during active employment. The level of benefits and terms of vesting may vary among plans and are offered in accordance with 
applicable laws. Pension plan assets are administered by trustees and are principally invested in fixed income securities and equity 
securities. It is our policy to make contributions to our various qualified plans in accordance with statutory and contractual funding 
requirements, and any additional contributions we determine are appropriate. 
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Obligations, Assets and Funded Status 

Benefit obligation balances presented below reflect the projected benefit obligation (PBO) for our pension plans. The changes in the 
benefit obligations, the various plan assets, the funded status of the plans and the amounts recognized in our Consolidated Balance 
Sheets for our significant pension plans at December 31 were as follows: 

 Qualified and Non-Qualified Pension Plans

 U.S. Plans U.K. Plans

In millions 2025 2024 2025 2024

Change in benefit obligation     
Benefit obligation at the beginning of the year $ 3,167 $ 3,381 $ 1,350 $ 1,525 

Service cost  133  142  15  18 
Interest cost  173  167  77  71 
Actuarial loss (gain)  105  (163)  4  (133) 
Benefits paid from fund  (247)  (328)  (98)  (108) 
Benefits paid directly by employer  (31)  (32)  —  — 
Foreign currency translation adjustments  —  —  100  (23) 

Benefit obligation at end of year $ 3,300 $ 3,167 $ 1,448 $ 1,350 
Change in plan assets     

Fair value of plan assets at beginning of year $ 3,706 $ 3,826 $ 1,468 $ 1,720 
Actual return on plan assets  330  178  19  (128) 
Employer contributions  —  30  19  9 
Benefits paid from fund  (247)  (328)  (98)  (108) 
Foreign currency translation adjustments  —  —  110  (25) 

Fair value of plan assets at end of year $ 3,789 $ 3,706 $ 1,518 $ 1,468 
Funded status (including unfunded plans) at end of year $ 489 $ 539 $ 70 $ 118 
Amounts recognized in consolidated balance sheets     

Pension assets $ 963 $ 1,071 $ 70 $ 118 
Accrued compensation, benefits and retirement costs  (31)  (29)  —  — 
Other liabilities  (443)  (503)  —  — 

Net amount recognized $ 489 $ 539 $ 70 $ 118 
Amounts recognized in accumulated other comprehensive loss     

Net actuarial loss $ 464 $ 429 $ 739 $ 691 
Prior service cost  4  6  6  7 

Net amount recognized $ 468 $ 435 $ 745 $ 698 

In addition to the pension plans in the above table, we also maintain less significant defined benefit pension plans in 15 other countries 
outside of the U.S. and the U.K. that comprise approximately 6 percent and 7 percent of our pension plan assets and benefit 
obligations, respectively, at December 31, 2025. These plans are reflected in other liabilities on our Consolidated Balance Sheets. In 
2025 and 2024, we made $23 million and $21 million of contributions to these plans, respectively.

92



The following table summarizes the total accumulated benefit obligation (ABO), the ABO and the fair value of plan assets for defined 
benefit pension plans with ABO in excess of plan assets and the PBO and fair value of plan assets for defined benefit pension plans 
with PBO in excess of plan assets:

 Qualified and Non-Qualified Pension Plans

 U.S. Plans U.K. Plans
In millions 2025 2024 2025 2024

Total ABO $ 3,264 $ 3,132 $ 1,431 $ 1,334 
Plans with ABO in excess of plan assets

ABO  444  1,007  —  — 
Fair value of plan assets  6  510  —  — 

Plans with PBO in excess of plan assets
PBO  480  1,042  —  — 
Fair value of plan assets  6  510  —  — 

Components of Net Periodic Pension Cost (Income)

The following table presents the net periodic pension cost (income) under our plans for the years ended December 31:

 Qualified and Non-Qualified Pension Plans
 U.S. Plans U.K. Plans
In millions 2025 2024 2023 2025 2024 2023

Service cost $ 133 $ 142 $ 117 $ 15 $ 18 $ 17 
Interest cost  173  167  168  77  71  70 
Expected return on plan assets  (268)  (290)  (277)  (91)  (102)  (105) 
Amortization of prior service cost  2  2  2  1  1  1 
Recognized net actuarial loss  9  13  8  27  12  — 

Net periodic pension cost (income) $ 49 $ 34 $ 18 $ 29 $ — $ (17) 

Other changes in benefit obligations and plan assets recognized in other comprehensive loss (income) for the years ended December 
31 were as follows:

In millions 2025 2024 2023

Amortization of prior service cost $ (3) $ (3) $ (3) 
Recognized net actuarial loss  (36)  (25)  (8) 
Incurred prior service cost  —  —  1 
Incurred actuarial loss  119  46  432 

Total recognized in other comprehensive loss $ 80 $ 18 $ 422 

Total recognized in net periodic pension cost and other comprehensive loss $ 158 $ 52 $ 423 

Assumptions

The table below presents various assumptions used in determining the PBO for each year and reflects weighted-average percentages 
for the various plans as follows:

 Qualified and Non-Qualified Pension Plans

 U.S. Plans U.K. Plans

 2025 2024 2025 2024

Discount rate  5.60 %  5.69 %  5.58 %  5.62 %
Cash balance crediting rate  4.54 %  4.51 %  —  — 
Compensation increase rate  5.37 %  5.32 %  3.50 %  3.75 %
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The table below presents various assumptions used in determining the net periodic pension cost and reflects weighted-average 
percentages for the various plans as follows:

 Qualified and Non-Qualified Pension Plans
 U.S. Plans U.K. Plans

 2025 2024 2023 2025 2024 2023

Discount rate  5.69 %  5.15 %  5.55 %  5.62 %  4.72 %  4.99 %
Expected return on plan assets  7.00 %  7.25 %  7.00 %  5.00 %  5.00 %  5.00 %
Compensation increase rate  5.32 %  5.34 %  5.35 %  3.75 %  3.75 %  3.75 %

Plan Assets 

Our investment policies in the U.S. and U.K. provide for the rebalancing of assets to maintain our long-term strategic asset allocation. 
We are committed to this long-term strategy and do not attempt to time the market. Given empirical evidence that asset allocation is 
critical, rebalancing of the assets has and continues to occur, maintaining the proper weighting of assets to achieve the expected total 
portfolio returns. We believe that our portfolio is highly diversified and does not have any significant exposure to concentration risk. 
The plan assets for our defined benefit pension plans do not include any of our common stock or corporate bonds.

U.S. Plan Assets

For the U.S. qualified pension plans, our assumption for the expected return is greatly influenced by our objective to match assets and 
liabilities and the increase in bond yields. Projected returns are based primarily on broad, publicly traded equity and fixed income 
indices and forward-looking estimates of active portfolio and investment management. We expect additional positive returns from this 
active investment management. Based on the historical returns and forward-looking return expectations, we elected an assumption of 
7.50 percent in 2026.

To achieve these objectives, we established the following targets:

Asset Class Plan Target

U.S. equities  10 %
Non-U.S. equities  2 %
Global equities  13 %

Total equities  25 %
Real assets  7 %
Private equity/venture capital  5 %
Opportunistic credit  3 %
Fixed income  60 %

Total  100 %

The fixed income component of the plans is structured to represent a custom bond benchmark that will closely hedge the change in the 
value of our liabilities. This component is structured in such a way that its benchmark covers approximately 100 percent of the plans' 
exposure to changes in its discount rate (AA corporate bond yields). In order to achieve a hedge on more than the targeted 60 percent 
of plan assets invested in fixed income securities, our Benefits Policy Committee (BPC) permits the fixed income managers, other 
managers or the custodian/trustee to utilize derivative securities, as part of a liability driven investment strategy to further reduce the 
plans' risk of changes in interest rates. However, all managers hired to manage assets for the trust are prohibited from using leverage 
unless approved by the BPC.
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U.K. Plan Assets

The methodology used to determine the rate of return on the pension plan assets in the U.K. was based on establishing an equity-risk 
premium over current long-term bond yields adjusted based on target asset allocations. Our strategy with respect to our investments in 
these assets is to be invested in a suitable mixture of return-seeking assets such as equities, real estate and liability matching assets 
such as group annuity insurance contracts and duration matched bonds. To achieve these objectives, we established the following 
targets:

Asset Class Plan Target

Equities  10 %
Private equity  7 %
Fixed income/insurance annuity  81 %
Cash  2 %

Total  100 %

As part of our strategy in the U.K. we have not prohibited the use of any financial instrument, including derivatives. As in the U.S. 
plans, derivatives may be used to better match liability duration and are not used in a speculative way. The fixed income component of 
our portfolio hedges approximately 90 percent of the plans' exposure to interest rates and 90 percent of the plans' exposure to inflation. 
Based on the above discussion, we elected an assumption of 5.60 percent in 2026.

Fair Value of U.S. Plan Assets

The fair values of U.S. pension plan assets by asset category were as follows:

 Fair Value Measurements at December 31, 2025

In millions

Quoted prices in active 
markets for identical assets

(Level 1)

Significant other 
observable inputs

(Level 2)

Significant 
unobservable inputs

(Level 3) Total

Equities     
U.S. $ 68 $ — $ — $ 68 
Non-U.S.  37  —  —  37 

Fixed income
Government debt  —  57  —  57 
Corporate debt

U.S.  —  406  —  406 
Non-U.S.  —  23  —  23 

Asset/mortgaged backed securities  —  3  —  3 
Net cash equivalents (1)  258  —  —  258 

Private markets and real assets (2)  —  —  462  462 
Net plan assets subject to leveling $ 363 $ 489 $ 462 $ 1,314 

Pending trade/purchases/sales     (1) 
Accruals (3)     7 
Investments measured at net asset value  2,469 

Net plan assets    $ 3,789 

95



 Fair Value Measurements at December 31, 2024

In millions

Quoted prices in active 
markets for identical assets

(Level 1)

Significant other 
observable inputs

(Level 2)

Significant 
unobservable inputs

(Level 3) Total

Equities     
U.S. $ 168 $ — $ — $ 168 
Non-U.S.  31  —  —  31 

Fixed income
Government debt  —  105  —  105 
Corporate debt

U.S.  —  600  —  600 
Non-U.S.  —  36  —  36 

Asset/mortgaged backed securities  —  13  —  13 
Net cash equivalents (1)  388  —  —  388 

Private markets and real assets (2)  —  —  500  500 
Net plan assets subject to leveling $ 587 $ 754 $ 500 $ 1,841 

Pending trade/purchases/sales     (2) 
Accruals (3)     12 
Investments measured at net asset value  1,855 

Net plan assets    $ 3,706 

(1) Cash equivalents included commercial paper, short-term government/agency, mortgage and credit instruments. 
(2) The instruments in private markets and real assets, for which quoted market prices are not available, are valued at their estimated fair value as determined by 

applicable investment managers or by audited financial statements of the funds. Private markets include equity, venture capital and private credit instruments 
and funds. Real assets include real estate and infrastructure. 

(3) Accruals include interest or dividends that were not settled at December 31.

Certain of our assets are valued based on their respective net asset value (NAV) (or its equivalent), as an alternative to estimated fair 
value due to the absence of readily available market prices. The fair value of each such investment category was as follows:

• U.S. and Non-U.S. Corporate Debt ($912 million and $912 million at December 31, 2025 and 2024, respectively) - These 
commingled funds have observable NAVs provided to investors and provide for liquidity either immediately or within a 
couple of days. 

• U.S. and Non-U.S. Equities ($809 million and $260 million at December 31, 2025 and 2024, respectively) - These 
commingled funds have observable NAVs provided to investors and provide for liquidity either immediately or within a 
couple of days.

• Asset/Mortgage Backed Securities ($338 million and $327 million at December 31, 2025 and 2024, respectively) - This asset 
type represents investments in fixed- and floating-rate loans. These funds are valued using NAVs and allow quarterly or more 
frequent redemptions.

• Government Debt ($282 million and $235 million at December 31, 2025 and 2024, respectively) - These commingled funds 
have observable NAVs provided to investors and provide for liquidity either immediately or within a couple of days.

• Real Estate ($128 million and $121 million at December 31, 2025 and 2024, respectively) - This asset type represents 
different types of real estate including development property, industrial property, individual mortgages, office property, 
property investment companies and retail property. These funds are valued using NAVs and allow quarterly or more frequent 
redemptions.
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The reconciliation of Level 3 assets was as follows: 

 
Fair Value Measurements 

Using Significant Unobservable Inputs (Level 3)
In millions Private Markets Real Assets Total
Balance at December 31, 2023 $ 537 $ 67 $ 604 

Actual return on plan assets  
Unrealized losses on assets still held at the reporting date  (3)  (6)  (9) 
Purchases, sales and settlements, net  (93)  (2)  (95) 

Balance at December 31, 2024  441  59  500 
Actual return on plan assets    

Unrealized gains on assets still held at the reporting date  24  4  28 
Purchases, sales and settlements, net  (63)  (3)  (66) 

Balance at December 31, 2025 $ 402 $ 60 $ 462 

Fair Value of U.K. Plan Assets

The fair values of U.K. pension plan assets by asset category were as follows:

 Fair Value Measurements at December 31, 2025

In millions

Quoted prices in active 
markets for identical assets

(Level 1)

Significant other 
observable inputs

(Level 2)

Significant 
unobservable inputs

(Level 3) Total

Fixed income  
Government debt $ — $ 960 $ — $ 960 
Corporate debt

U.S.  —  43  —  43 
Non-U.S.  —  82  —  82 

Net cash equivalents (1)  26  63  —  89 
Derivative instruments (2)  —  (2)  —  (2) 

Repurchase agreements  —  (666)  —  (666) 
Insurance annuity  —  —  698  698 
Private markets and real assets (3)  —  —  99  99 

Net plan assets subject to leveling $ 26 $ 480 $ 797 $ 1,303 
Accruals (4)     3 
Investments measured at net asset value  212 

Net plan assets    $ 1,518 

97



 Fair Value Measurements at December 31, 2024

In millions

Quoted prices in active 
markets for identical assets

(Level 1)

Significant other 
observable inputs

(Level 2)

Significant 
unobservable inputs

(Level 3) Total

Fixed income
Government debt $ — $ 204 $ — $ 204 
Corporate debt

U.S.  —  32  —  32 
Non-U.S.  —  93  —  93 

Net cash equivalents (1)  11  14  —  25 
Insurance annuity  —  —  383  383 
Private markets and real assets (3)  —  —  102  102 

Net plan assets subject to leveling $ 11 $ 343 $ 485 $ 839 
Pending trade/purchases/sales     1 
Accruals (4)     2 
Investments measured at net asset value  626 

Net plan assets    $ 1,468 

(1) Cash equivalents include commercial paper, short-term government/agency, mortgage and credit instruments. 
(2) Derivative instruments include central counterparty swaps.
(3) The instruments in private markets and real assets, for which quoted market prices are not available, are valued at their estimated fair value as determined 

by applicable investment managers or by audited financial statements of the funds. Private markets include equity, venture capital and private credit 
instruments and funds. Real assets include real estate and infrastructure.

(4) Accruals include interest or dividends that were not settled at December 31.

Certain of our assets are valued based on their respective NAV (or its equivalent), as an alternative to estimated fair value due to the 
absence of readily available market prices. The fair value of each such investment category was as follows:

• U.S. and Non-U.S. Equities ($141 million and $0 million at December 31, 2025 and 2024, respectively) - These commingled 
funds have observable NAVs provided to investors and provide for liquidity either immediately or within a couple of days.

• U.S. and Non-U.S. Corporate Debt ($70 million and $96 million at December 31, 2025 and 2024, respectively) - These 
commingled funds have observable NAVs provided to investors and provide for liquidity either immediately or within a 
couple of days. 

• Re-insurance ($1 million and $4 million at December 31, 2025 and 2024, respectively) - This commingled fund has a NAV 
that is determined on a monthly basis and the investment may be sold at that value.

• Government Debt ($0 million and $434 million at December 31, 2025 and 2024, respectively) - These commingled funds 
have observable NAVs provided to investors and provide for liquidity either immediately or within a couple of days.

• Asset/Mortgage Backed Securities ($0 million and $92 million at December 31, 2025 and 2024, respectively) - This asset 
type represents investments in fixed- and floating-rate loans. These funds are valued using NAVs and allow quarterly or more 
frequent redemptions.
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The reconciliation of Level 3 assets was as follows: 

 
Fair Value Measurements

Using Significant Unobservable Inputs (Level 3)

In millions
Insurance 
Annuity Real Assets

Private 
Markets Total

Balance at December 31, 2023 $ 436 $ 7 $ 96 $ 539 
Actual return on plan assets

Unrealized (losses) gains on assets still held at the reporting date  (53)  —  1  (52) 
Purchases, sales and settlements, net  —  (1)  (1)  (2) 

Balance at December 31, 2024  383  6  96  485 
Actual return on plan assets     

Unrealized losses on assets still held at the reporting date  (5)  (1)  —  (6) 
Purchases, sales and settlements, net  320  —  (2)  318 

Balance at December 31, 2025 $ 698 $ 5 $ 94 $ 797 

Level 3 Assets

The investments in an insurance annuity contract, venture capital, private equity and real estate, for which quoted market prices are not 
available, are valued at their estimated fair value as determined by applicable investment managers or by quarterly financial statements 
of the funds. These financial statements are audited at least annually. In conjunction with our investment consultant and actuary, we 
monitor the fair value of the insurance contract as periodically reported by our insurer and their counterparty risk. The fair value of all 
real estate properties, held in the partnerships, are valued at least once per year by an independent professional real estate valuation 
firm. Fair value generally represents the fund's proportionate share of the net assets of the investment partnerships as reported by the 
general partners of the underlying partnerships. Some securities with no readily available market are initially valued at cost, utilizing 
independent professional valuation firms as well as market comparisons with subsequent adjustments to values which reflect either the 
basis of meaningful third-party transactions in the private market or the fair value deemed appropriate by the general partners of the 
underlying investment partnerships. In such instances, consideration is also given to the financial condition and operating results of the 
issuer, the amount that the investment partnerships can reasonably expect to realize upon the sale of the securities and any other 
factors deemed relevant. The estimated fair values are subject to uncertainty and therefore may differ from the values that would have 
been used had a ready market for such investments existed and such differences could be material.

Estimated Future Contributions and Benefit Payments

We plan to contribute approximately $51 million to our defined benefit pension plans in 2026. The table below presents expected 
future benefit payments under our pension plans:

 Qualified and Non-Qualified Pension Plans
In millions 2026 2027 2028 2029 2030 2031 - 2035

Expected benefit payments $ 373 $ 377 $ 375 $ 379 $ 380 $ 1,920 

Other Pension Plans

We also sponsor defined contribution plans for certain hourly and salaried employees. Our contributions to these plans were $125 
million, $126 million and $130 million for the years ended December 31, 2025, 2024 and 2023.

Other Postretirement Benefits

Our OPEB plans provide various health care and life insurance benefits to eligible employees, who retire and satisfy certain age and 
service requirements, and their dependents. The plans are contributory and contain cost-sharing features such as caps, deductibles, 
coinsurance and spousal contributions. Employer contributions are limited by formulas in each plan. Retiree contributions for health 
care benefits are adjusted annually, and we reserve the right to change benefits covered under these plans. There were no plan assets 
for OPEB plans as our policy is to fund benefits and expenses for these plans as claims and premiums are incurred.
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Obligations and Funded Status 

Benefit obligation balances presented below reflect the accumulated postretirement benefit obligations for our OPEB plans. The 
changes in the benefit obligations, the funded status of the plans and the amounts recognized in our Consolidated Balance Sheets for 
our significant OPEB plans were as follows: 

December 31,
In millions 2025 2024

Change in benefit obligation   
Benefit obligation at the beginning of the year $ 120 $ 150 

Interest cost  6  7 
Plan participants' contributions  5  8 
Actuarial gain  (13)  (18) 
Benefits paid directly by employer  (10)  (27) 

Benefit obligation at end of year $ 108 $ 120 

Funded status at end of year $ (108) $ (120) 

Amounts recognized in consolidated balance sheets   
Accrued compensation, benefits and retirement costs $ (14) $ (16) 
Other liabilities  (94)  (104) 

Net amount recognized $ (108) $ (120) 

Amounts recognized in accumulated other comprehensive loss   
Net actuarial gain $ (68) $ (60) 
Prior service credit  (3)  (3) 

Net amount recognized $ (71) $ (63) 

In addition to the OPEB plans in the above table, we also maintain less significant OPEB plans in five other countries outside the U.S. 
that comprise approximately 20 percent and 17 percent of our OPEB obligations at December 31, 2025 and 2024, respectively. These 
plans are reflected in other liabilities in our Consolidated Balance Sheets.

Components of Net Periodic OPEB Cost

The following table presents the net periodic OPEB cost under our plans:

Years ended December 31,
In millions 2025 2024 2023

Interest cost $ 6 $ 7 $ 9 
Recognized net actuarial gain  (5)  (3)  (2) 

Net periodic OPEB cost $ 1 $ 4 $ 7 

Other changes in benefit obligations recognized in other comprehensive loss (income) for the years ended December 31 were as 
follows:

Years ended December 31,
In millions 2025 2024 2023

Recognized net actuarial gain $ 5 $ 3 $ 2 
Incurred actuarial gain  (13)  (19)  (2) 

Total recognized in other comprehensive (income) loss $ (8) $ (16) $ — 

Total recognized in net periodic OPEB cost and other comprehensive (income) loss $ (7) $ (12) $ 7 
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Assumptions

The table below presents assumptions used in determining the OPEB obligation for each year and reflects weighted-average 
percentages for our other OPEB plans as follows:

2025 2024

Discount rate  5.22 %  5.60 %

The table below presents assumptions used in determining the net periodic OPEB cost and reflects weighted-average percentages for 
the various plans as follows:

2025 2024 2023

Discount rate  5.60 %  5.19 %  5.59 %

Our consolidated OPEB obligation is determined by application of the terms of health care and life insurance plans, together with 
relevant actuarial assumptions and health care cost trend rates. For measurement purposes, a 6.5 percent annual rate of increase in the 
per capita cost of covered health care benefits was assumed in 2025. The rate is assumed to decrease on a linear basis to 5.0 percent 
through 2032 and remain at that level thereafter.

Estimated Benefit Payments

The table below presents expected benefit payments under our OPEB plans:

In millions 2026 2027 2028 2029 2030 2031 - 2035

Expected benefit payments $ 14 $ 13 $ 13 $ 12 $ 11 $ 41 

NOTE 11.  SUPPLEMENTAL BALANCE SHEET DATA

Other assets included the following:

December 31,
In millions 2025 2024

Deferred income taxes $ 1,063 $ 1,119 
Operating lease assets  537  532 
Corporate-owned life insurance  454  423 
Other  498  559 

Other assets $ 2,552 $ 2,633 

Other accrued expenses included the following:

 December 31,
In millions 2025 2024

Marketing accruals $ 346 $ 335 
Other taxes payable  318  249 
Income taxes payable  156  244 
Current portion of operating lease liabilities  138  130 
Other  968  940 

Other accrued expenses $ 1,926 $ 1,898 
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Other liabilities included the following:

 December 31,
In millions 2025 2024

Accrued product warranty $ 887 $ 843 
Pensions  443  503 
Operating lease liabilities  424  409 
Deferred income taxes  388  389 
Accrued compensation  210  193 
Other postretirement benefits  94  104 
Long-term derivative liabilities  72  89 
Other  610  619 

Other liabilities $ 3,128 $ 3,149 

NOTE 12.  DEBT

Loans Payable

Loans payable at December 31, 2025 and 2024 were $313 million and $356 million, respectively, and consisted primarily of loans 
payable to financial institutions. The weighted-average interest rate of loans payable at December 31 was as follows:

2025 2024

Weighted-average interest rate  2.55 %  2.85 %

Commercial Paper

Our committed credit facilities provide access up to $4.0 billion of unsecured, short-term promissory notes (commercial paper) 
pursuant to the Board authorized commercial paper programs. These programs facilitate the private placement of unsecured short-term 
debt through third-party brokers. We intend to use the net proceeds from the commercial paper borrowings for general corporate 
purposes. We had $353 million and $1.3 billion in outstanding borrowings under our commercial paper programs at December 31, 
2025 and 2024, respectively. The weighted-average interest rate for commercial paper at December 31 was as follows:

2025 2024

Weighted-average interest rate  3.20 %  4.49 %

Revolving Credit Facilities

On June 2, 2025, we entered into an amended and restated 5-year credit agreement that allows us to borrow up to $2.0 billion of 
unsecured funds at any time prior to June 2, 2030. The credit agreement amended and restated the prior $2.0 billion 5-year credit 
agreement that would have matured on June 3, 2029. We also entered into a new 3-year credit agreement that allows us to borrow up 
to $2.0 billion of unsecured funds at any time prior to June 2, 2028. The credit agreement replaced the prior $2.0 billion 364-day credit 
facility that matured on June 2, 2025.

Our committed credit facilities provide access up to $4.0 billion from our $2.0 billion 3-year credit facility and our $2.0 billion 5-year 
facility. We intend to maintain credit facilities at the current or higher aggregate amounts by renewing or replacing these facilities at or 
before expiration. Amounts payable under our revolving credit facility rank pro rata with all of our unsecured, unsubordinated 
indebtedness. Up to $300 million under each committed credit facility is available for swingline loans. Based on our current long-term 
debt ratings, the applicable margin on Secured Overnight Financing Rate (SOFR) rate loans for the 3-year facility was 0.75 percent per 
annum and 0.75 percent for the 5-year facility. Advances under the facility may be prepaid without premium or penalty, subject to 
customary breakage costs. These revolving credit facilities are maintained primarily to provide backup liquidity for our commercial 
paper borrowings and general corporate purposes. Our credit agreements include various covenants, including, among others, 
maintaining a net debt to total capital ratio of no more than 0.65 to 1.0. At December 31, 2025, we were in compliance with the 
financial debt covenants. There were no outstanding borrowings under these facilities at December 31, 2025 and December 31, 2024. 

The total combined borrowing capacity under the revolving credit facilities and commercial programs should not exceed $4.0 billion. 
At December 31, 2025, our $353 million of commercial paper outstanding effectively reduced the $4.0 billion available capacity under 
our revolving credit facilities to $3.6 billion. 
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At December 31, 2025, we also had an additional $798 million available for borrowings under our uncommitted international and 
other domestic credit facilities.

Long-term Debt

A summary of long-term debt was as follows:

December 31,
In millions Interest Rate 2025 2024

Long-term debt
Hydrogenics promissory notes, due 2025 —% $ — $ 110 
Senior notes, due 2025 (1) 0.75%  —  500 
Debentures, due 2027 6.75%  58  58 
Debentures, due 2028 7.125%  250  250 
Senior notes, due 2028 4.25%  300  — 
Senior notes, due 2029 4.90%  500  500 
Senior notes, due 2030 (1) 1.50%  850  850 
Senior notes, due 2031 4.70%  700  — 
Senior notes, due 2034 5.15%  750  750 
Senior notes, due 2035 5.30%  1,000  — 
Senior notes, due 2043 4.875%  500  500 
Senior notes, due 2050 2.60%  650  650 
Senior notes, due 2054 5.45%  1,000  1,000 
Debentures, due 2098 (2) 5.65%  165  165 
Other debt  175  160 
Unamortized discount and deferred issuance costs  (91)  (89) 
Fair value adjustments due to hedge on indebtedness  (57)  (85) 
Finance leases  136  125 

Total long-term debt  6,886  5,444 
Less: Current maturities of long-term debt (3)  94  660 

Long-term debt $ 6,792 $ 4,784 
(1) In 2021, we entered into a series of interest rate swaps to effectively convert debt from a fixed rate to floating rate. In March of 2025, we 

settled the remainder of the interest rate swaps on our debt due in 2025. See "Interest Rate Risk" in NOTE 20, "DERIVATIVES," for 
additional information. During the third quarter of 2025, we repaid the outstanding balance of the senior notes due in 2025.

(2) The effective interest rate is 7.48 percent.
(3) The weighted-average interest rates for the years ended December 31, 2025 and 2024, were 5.19 percent and 1.01 percent, respectively. 

On May 9, 2025, we issued $2.0 billion aggregate principal amount of senior unsecured notes consisting of $300 million aggregate 
principal amount of 4.25 percent senior unsecured notes due in 2028, $700 million aggregate principal amount of 4.70 percent senior 
unsecured notes due in 2031 and $1.0 billion aggregate principal amount of 5.30 percent senior unsecured notes due in 2035. Net of 
the discount and underwriter fees, we received net proceeds of $1.99 billion. The senior unsecured notes due in 2028 and 2035 pay 
interest semi-annually on May 9 and November 9, commencing on November 9, 2025. The senior unsecured notes due in 2031 pay 
interest semi-annually on February 15 and August 15, commencing on February 15, 2026. The indenture governing the senior 
unsecured notes contains covenants that, among other matters, limit (i) our ability to consolidate or merge into, or sell, assign, convey, 
lease, transfer or otherwise dispose of all or substantially all of our and our subsidiaries' assets to another person, (ii) our and certain of 
our subsidiaries' ability to create or assume liens and (iii) our and certain of our subsidiaries' ability to engage in sale and leaseback 
transactions.

Principal payments required on long-term debt during the next five years are as follows:

In millions 2026 2027 2028 2029 2030

Principal payments $ 94 $ 130 $ 608 $ 539 $ 863 
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The $250 million 7.125 percent debentures and $165 million 5.65 percent debentures are unsecured and are not subject to any sinking 
fund requirements. We can redeem these debentures at any time prior to maturity at the greater of par plus accrued interest or an 
amount designed to ensure that the debenture holders are not penalized by the early redemption.

Our debt agreements contain several restrictive covenants. The most restrictive of these covenants applies to our revolving credit 
facility which will upon default, among other things, limit our ability to incur additional debt or issue preferred stock, enter into sale-
leaseback transactions, sell or create liens on our assets, make investments and merge or consolidate with any other entity. At 
December 31, 2025, we were in compliance with all of the financial debt covenants under our borrowing agreements.

Shelf Registration

As a well-known seasoned issuer, we filed an automatic shelf registration for an undetermined amount of debt and equity securities 
with the SEC on February 13, 2025. Under this shelf registration we may offer, from time-to-time, debt securities, common stock, 
preferred and preference stock, depositary shares, warrants, stock purchase contracts and stock purchase units.

Interest Expense

For the years ended December 31, 2025, 2024 and 2023, total interest incurred was $360 million, $387 million and $383 million, 
respectively, and interest capitalized was $31 million, $17 million and $8 million, respectively.

Interest Rate Risk

In December 2025, we entered into a series of interest rate swaps to effectively convert $150 million of our senior notes, due in 2054, 
from a fixed rate of 5.45 percent to a floating rate equal to the daily United States Dollar Secured Overnight Financing Rate (USD 
SOFR) plus a spread through February 2041. See NOTE 20, “DERIVATIVES,” for additional information.

Fair Value of Debt

Based on borrowing rates currently available to us for bank loans with similar terms and average maturities, considering our risk 
premium, the fair values and carrying values of total debt, including current maturities, were as follows:

December 31,
In millions 2025 2024

Fair values of total debt (1) $ 7,337 $ 6,651 
Carrying value of total debt  7,552  7,059 

(1) The fair value of debt is derived from Level 2 input measures. 

NOTE 13.  PRODUCT WARRANTY LIABILITY 

A tabular reconciliation of the product warranty liability, including the deferred revenue related to our extended warranty coverage 
and accrued product campaigns, was as follows: 

 December 31,
In millions 2025 2024 2023

Balance at beginning of year $ 2,623 $ 2,497 $ 2,477 
Provision for base warranties issued  632  641  602 
Deferred revenue on extended warranty contracts sold  390  343  350 
Provision for product campaigns issued  44  65  28 
Payments made during period  (730)  (704)  (705) 
Amortization of deferred revenue on extended warranty contracts  (296)  (297)  (300) 
Changes in estimates for pre-existing product warranties and campaigns  120  99  37 
Foreign currency translation adjustments and other  (5)  (21)  8 

Balance at end of period $ 2,778 $ 2,623 $ 2,497 

We recognized supplier recoveries of $24 million, $54 million and $36 million for the years ended December 31, 2025, 2024 and 
2023, respectively.
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Warranty related deferred revenues and warranty liabilities on our Consolidated Balance Sheets were as follows:

 December 31,  
In millions 2025 2024 Balance Sheet Location

Deferred revenue related to extended coverage programs    
Current portion $ 303 $ 286 Current portion of deferred revenue
Long-term portion  895  815 Deferred revenue

Total $ 1,198 $ 1,101  

Product warranty
Current portion $ 693 $ 679 Current portion of accrued product warranty
Long-term portion  887  843 Other liabilities

Total $ 1,580 $ 1,522 

Total warranty accrual $ 2,778 $ 2,623 

NOTE 14.  COMMITMENTS AND CONTINGENCIES

Legal Proceedings

We are subject to numerous lawsuits and claims arising out of the ordinary course of our business, including actions related to product 
liability; personal injury; the use and performance of our products; warranty matters; product recalls; patent, trademark or other 
intellectual property infringement; contractual liability; the conduct of our business; tax reporting in foreign jurisdictions; distributor 
termination; workplace safety; environmental and regulatory matters, including the enforcement of environmental and emissions 
standards; and asbestos claims. We also have been identified as a potentially responsible party at multiple waste disposal sites under 
U.S. federal and related state environmental statutes and regulations and may have joint and several liability for any investigation and 
remediation costs incurred with respect to such sites. We have denied liability with respect to many of these lawsuits, claims and 
proceedings and are vigorously defending such lawsuits, claims and proceedings. We carry various forms of commercial, property and 
casualty, product liability and other forms of insurance; however, such insurance may not be applicable or adequate to cover the costs 
associated with a judgment against us with respect to these lawsuits, claims and proceedings. We do not believe that these lawsuits are 
material individually or in the aggregate. While we believe we have also established adequate accruals for our expected future liability 
with respect to pending lawsuits, claims and proceedings, where the nature and extent of any such liability is probable and can be 
reasonably estimated based upon presently available information, there can be no assurance that the final resolution of any existing or 
future lawsuits, claims or proceedings will not have a material adverse effect on our business, results of operations, financial condition 
or cash flows. 

We conduct significant business operations in Brazil that are subject to the Brazilian federal, state and local labor, social security, tax 
and customs laws. While we believe we comply with such laws, they are complex, subject to varying interpretations and we are often 
engaged in litigation regarding the application of these laws to particular circumstances.

In December 2023, we announced that we reached the agreement in principle with the U.S. Environmental Protection Agency, the 
California Air Resources Board, the Environmental and Natural Resources Division of the Department of Justice (DOJ) and the 
California Attorney General's Office to resolve certain regulatory civil claims regarding our emissions certification and compliance 
process for certain engines primarily used in pick-up truck applications in the U.S., which became final and effective in April 2024, 
(collectively, the Settlement Agreements). As part of the Settlement Agreements, among other things, we agreed to pay civil penalties, 
complete recall requirements, undertake mitigation projects, provide extended warranties, undertake certain testing, take certain 
corporate compliance measures and make other payments. Failure to comply with the terms and conditions of the Settlement 
Agreements will subject us to further stipulated penalties. We recorded a charge of $2.0 billion in the fourth quarter of 2023, in other 
operating expense, net in our Consolidated Statements of Income, to resolve the matters addressed by the Settlement Agreements 
involving approximately one million of our pick-up truck applications in the U.S. Of the $2.0 billion charge, $1.7 billion (primarily 
related to penalties) was non-deductible for U.S. federal income tax purposes. The remaining amount, related to emissions mitigation 
projects and payments, extended warranties and other related compliance expenses was deductible for U.S. federal income tax 
purposes. This charge was in addition to the previously announced charges of $59 million for the recalls of model years 2013 through 
2018 RAM 2500 and 3500 trucks and model years 2016 through 2019 Titan trucks. We made $1.9 billion of payments required by the 
Settlement Agreements in the second quarter of 2024. Subsequent to the second quarter of 2024, we have recorded immaterial 
amounts related to stipulated penalties we determined to be probable and estimable. Any further non-compliance with the Settlement 
Agreements will likely subject us to further stipulated penalties and other adverse consequences.
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